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52 04 :llS Decision __________ _ ~PR 2 S 1982 

BE:'ORE 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 ) 
Annual Energy Rate and to' Make ) 
Certain Other Rate Changes i~ ) 
Accordance with the Enerqy Cost ) 
~djustment Clause as Modified by ) 
Decision 92496. ) 

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

Application 6·0865-
(Filed September 4', 19S1; 
amended November 6·,. 1981) 

(Appearances attached as Appendix A) 

INnRIM OPINION 

PROCEDUR~L HISTORY, 
'" 

San Diego Gas & Electric Company (SOG&E) filed 
.' 

this.app1icatio~ on Septe~er 4# 1981, seekiiq a rate decision by 
the Noveml:ler· 1 revision date established for ~SOG&E.· This application 
is SDG&E's first Energy Cost Adjustment Clause CECAC) reasonableness 
review filing under the procedures establish~d by DeciSion CD.) 92496 
issued in Order Instituting Investigation (OI':) 56. When it became 
apparent that hearings would not be held by tie revision date, 

16 

SDG&E filed an amended application on. November 6,. 1981, ten days in 
advance of the November 16, 1981 hearing date. As· authority to file 
such an amendment,. SDG&E cites D.9362~' issued in Pacific Gas & Electric 
Company's (PG&E's) ECAC reasonableness application which encouraqed 
PG&E 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 J'anua...-y 1, 1982 implementation date for the Annual Ener9Y 
• Rate (AER) and to determine that rate on. a ten-month (January 1, 198:2 
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throU9h.~oetober'.'3J: .. :J;9'82»).:ratller Ct1ian ';:an annua=l ;"!~Nove~ei2J?,';: f9ttCoVOZ 

through::Oetober":31, J.:~a2) ,~si,s:'~::' At:':tb~ Novemoef':161:"liear1'ilq>, '~be:;:;:"!o:: 
Comm1ss:ion:;.sta££., Csta£f)::·:dj;scJ.:os~d~::that: ·:!tts7Ll:-~ew~o'f)the"'!l:-e~e:'nt:fy!D·)-: 

filed·,·amendment':'WOuld: .not J»:compietea:~unti;'l:ctne; l";1ft~r -ha:ff':'of'5-::' :0::0-:': 

December: 1-9:81:..: .:~ -:Fo::r;ther: heanogs':werEi he"J:a::On'! Decentber'!Wud:'-'23-:oi~:si_ 

':: ::tn ;Januaxy::J.:98Z SDG&'E::pet~i,t:i;'nea :t<:9(have:)=f\irthe~ he~ri~q'S,:!-::q 
t • ,.. .. ~ ~" r. _T"'- _... ~_ '_-"f""\t";:,.wr ",..t.':'"."'r"~' ~·r .. -set l.n: ~thi:s:~appJ;,icat:ion: cfor; ~tnei :purpOse.' -of: "establl.l:'Sbi'ng 'an1'att"a'j;n'abl:eA 

implementation :da:.te "£or-:,the< A:ER: and="a1'lbwfng07SDh&:E~'to; .forgO:' i~ :::-::-:-:0:;: 

March 1,1982 ECAC reVision date filinq. SOG&E proposed·to,:·~o~~:i.d·e"r,:-: 

the effect of the March filinq in the: ~nrther-:1iearlnqs~ by? requestinq 
the COrm\ission .. 1:0" J.n'tplement:' an~ AER=:Wj;tbout:::· any.-:increa~s,eO~n?·total 

,'. -~- -".- .:-""'" ",,,,:,,,,:_r:.}~ "''/':::' ':y.~ .. ~~·~·· ... ~I-;~ ~<h .. J\ .. ..:;= .. ""'~:->::::. ;.j::.r:. 
electric rates:~< .. ::h~~.:.~~~~~,<?~ ~~.~~;,9~.~~~bY2.th~oadmin1s:~8t1ve 
law judge (AI.J::-)-;on::,JanUary:24-1.'~19az:" On.::Februiiy~22';·)19S2>:~ 

.... , .... ' ... ; """ ... ,'" :L _, (' ~,"-.r f)'o .. .-;.,..., "'''j ~ ~#, -. " ~:'" ~'~I ,.:<: ("'I:: :.; ".);'~ ~~~."'C'X~J 
a further hearing" wa's:held.' in:.which..bot~SDG&i:,and,.staff~presented 

"¥'" _, ••• .: ..... 'W' '...), ___ ..;1 .... _ ~ •• ~ ......... __ , _ ,. L'" . __ ~ _ 
.. . • ,. L. _ .-. ~ ... '" '. ,.. :.. .. ,., 

Am proposals based·:'on.:·tbe::·per±od. Apr·fl"::I~':::1982,··throuQ'b.""'Oetober 31, 
" .••• : ..... :-::,~t:I,: .. CX? _~,:::: ::0 

19S2. In addition, both SOG&E and staff proposed -'that ECAC rates~ 
.....c .... ,',... .. ~-:. 0~·-t- ':"·\-f·-:.t·h--:-"-:'~::. f' ;::;1:"':+"" ;;::::J:'~ ~:-.: .. ~0--:',~~J.C.G=~~ !":O":~~:JJ_'.o ~);:~':' 

be de crea's ed'"' so the AER c:ould be iInplemented with no- change in total. 
: ;:""':'';''._:',J~";'_) .... -:-

electric rates. .. ~ .. ~:'>. ,"c:- r 
... '\ - .. ~('"\-. ",,.--r~,"".·, ~ ..... ~~-~~,.;:>~uc O~I""', ( • .:., ..... .:...~ t • .,. __ 

The application >;'was"suom:Ltted on F'ebruary 22, 1982, pendinq 
,.. • ......, ~"., .... -,. ':." ... - ,L, r' r'"' ., -.-. - '7. -, ~ ~ ":~ (j" .., 0 "!'lo ,.,. r :.:;.;) • ..It 

receipt of concurrent b~f~t~~~~ ;Jf4;<;~··?~:;;9;~?.,;, ;Br.:i:,e.£:S,:-.w.ere filed· 
by SOO&E, staff, andc.the::'C:tty.;·:of-:sanr:'Dfego'\(Sari Df-eqo.f~:J We are now 

0.92496 declared the, ... Comrnis.sion.·...s..in.tentiotl-.to-,;review on 
: .... ~ ('v.~ ~ __ ' ... l ;:,.. ' .... ",-,' ~. _ --1' .... _, w ~.... _' ~ .. ~ ",L _ ~ -." ...... ..... , __ .... -' 

an annual basis the-.reasonableness of each utility's fuel-related 

expenses booked...in' ~h~' ~E,CAC ...balancing ... accoun.t..:r The record period 

for th~~~xinu~~'tCAC bai~ci.n"q~account -;'~so~~leness rev,i.-ew. :i:s :J' ~:,~"):::cC 
,J -:, <:,. .. •• ... ....... ","" ... _ ,. _ ~ .. ,.,. ...... 10. ... _ ~ _ 

typic:all},; :,the. .~2 months ending as of the.:, rl'.:c:~.cedin9 -::~~':'~A~n:ciat~;.:-~~ S'."":oC ___ ... _ .... ." T'''' OJ • 

Since SDG&E originally filed- ;~his. application to. meet its ~,:~:';.':':,:,:o~::o%: .- ,., '- . ,..,. 
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A.60S65 ALJ/ec:{vc11 

~ove:nber. 19.81"re.vision -dat.e,.. the :r.~t:d,!,per..1odEfor ,rev±ew.c;would:.:;,;.:o::':-:: __ .. _ ... _ _ __ "_' .... L, ...... _ J _ • ,J c 

normally coyer .. the, ·12. ,moll,:t,~ end-'inc;, June: :::3;0:, :1.'9:2'.l:. ,.:However;:>Cth:ts:o-:::: 
_ • ,- \ ',. ~ .. _ ... • M" •• ~ .. _ -~. -,. ..... I 

reasonableness . .rev.iew, scr.ut:Lnizes::SD:G&E)':s>~opera.t±ons and>:experis:es:r-..:.:c::; , u,.... _,_"." _ .... ... _..... ,II- __ ~ .... __ .... ~. -. 

from' Januarv .. l,. ... 1.9 S o· throuqb.. .June -3-0:,:- :-l:9:8l:": ::':tbi ~;unusua:l);:-ts-~montbJ':':: :: 
..... '- ..... "-:'.'. - - -' "" - - - _...... .......,~ ..... • ....... p ~ 

p.eriod.was~ ,addressed._to- ~.fl~):: they..£a~: _t:ha.t-: tbe::Commis.$.:i;oo:: h-ae:::-:0:)')c - ." ... - ~.,....... _., .. - -- ..... ~ _., ...... - .. - . ..... . 

prev:i,ously-~ authori'zed. SDG&~ .:t.Oo:~.e:l~ay:,,,f±:li'Ug::: of: ~j,;ts::repor.t :on. the . 
' .. ' .............. ,'.- ...... - .. ----~ ,,-_. - .. . 

reasonableness .of, . ..its.-(fu~l:-::e:la~~~-:expen'ses::cfor:<appro~tel-y :si-X: ~ () :' . 
• ' ,_, ........ ' .. 0I.-.,. '.' ." .. .1 .... p.' ~. ~, ..... ~ ~ - - ,". '"'" 

months so·. tha.t. . .j, t~would .. .eoi.nc,1de::w1.t'h" the; Nov:ernber ~~C ;r.ea:sonabJ:~n:e:s:s 
~ ..... _ '\".. ':,. •. _ v' _ _ - _ •• <# - ~ \'..... ~. , 

review filinq ~- -\,... " ,.;,,":\. ,-.... ,~: ..... --o'~ ~ :·'\/,f~>"':. ':;.:-.. :)z :':3 12': "..: ::~':::~~: a,.· __ ...... ··.r. __ ..... ....,~ .. ::'~':-:.:)~C"'::: 3\l:)· ...... ~ .... ,' ... _ .......... _ ..,._0-1_ toO ...... - • 

__ . _.. ,.~D .. 9.2,49,6~fur:ther ... s:t~t~~:.:,:::::::. ;":<;,~':..:~: ;.~-:.:!:;:-: '.");':: ::0 ::':"J':;:) I~):':~ 
'. % - -' • '..-. .:-' ....... :. - '.~ .~. ~ - _. - • _.. • 

.... .':We_ consider,...tha.t·· anr..:,approPr:i.ate:, ba:1ance:~of <ris:k:'':::::::-;;.'::':~~-::o::; 0:-::; 
~~'. -'- ano.- incent'ive i's~ created by permi~t,ing' :th~ _, r\"""'~ ~,' _ "",', .. .:, 
, ',' ~::; inclusionz,of" 9S'x:: of? otherwlis'e recove'rable" fuer .,' ~ ~. ~-~. ~ - - ..... -

expense$r,"'·i%l.~ECAC,-" wi th the3r.ema.inin9)~:2%~:of.":'sucb.:;', ~ ();: .. .:~.~ '"c,': 
expenses-to"be' estimated on a forward . loo.kinq .... ,',_ ,.: _, ~ ... _,,~. _ 

':"-<;basis::once~each;':'year'iti::'the": c'ourse;"o'f:'; each ;j,,- --.,-'., ~.'".' -- - .,' 

~ ... utili ty,', s_annual..: reyie~,: of the,::reasonablenesSC: ::;.: .:.:::o,=: o-:c:: ;::;'::::":' . "..... - - - _. .. . ..... . 
,. of fuel expenses ..... "' . ,,' .... _ .... ' .. " .......... , .... :;..,_,..._ ":::? 

, ...... ,., ... -""-,,,,";::" -"~,-' .... )r,,·,~~,---,--,-- --::....;-.,.' ;:;;:';:t .::..~, ..... l,--(..:. ;':....,.CIC .. ~ ... O..l..-,l.-,...,t.·-I ..... _ __~ ..... _ 

The ... ~:~i~~O~ ... =~~;~blo" ~S~~~",t~§.:~~" w~~gh .. ,,~ns:>::~r~~~dr,\~~e o~o;;~~~~~b c,C: 
el~ents-:- .' . ..J •• _ ...... • , .. _- -_W"-''''--~V''- ••. , 

1. 2X of fuel and purcbased enerqy costs:; .... " ",.t .... 
..-•• ~ ~ i'" ;~ ," ... _,~, p_ -' Cl'~. --..,: .,)") -:; .... ,,",!,-, !.):.~ ~'!.6\, .. ' ::.w _ .... '~..".) _ .,.;.,,'-. C; ~.. I_) ... ~ A 

-:.:.:::,::::,:. ,,'2~"~Gai~s-:'~o'r-ioss,es fr~~~sale. of>.fu~l oi~ ... ~,~ .. ,~o_ :::0 :':;:l-:'z',: 
.. " .. ".: ·'-::.'underI:r:ft payments and~ac£1:i:t±'e5'~ - .. ~ __ w ¥., ~ 

',_" _ ... ,' c~a~ge~l: aJ:?d,:./or:,)s::b'ni'lar::e~nses:::a:c.dD ,=~,s:-::; ,~'::;:0:~~ '.:C: 
3. Carrying costs of fuel oil i:C:o:i:nv.entory .. \;:;::~:;.:: ,::' :;0-:'C::~'::C: 

By today's decision we will establish~~~ for SDG&E to allow 
.~.} " ...... ) .... : ~~';, .... " .. ., 

recovery of costs associated w£th-the-ibove-referenced elements • 
. " • t:..~-·,... .... c 

:-: (; ..... :' ':soo:&E:':s :-current'-Tatii .:ar'e ~5'~o'i'io.,;s'~'::'~:;-:';..> c ':;' "'"" ': . 
;;;~.:.:':"'C:-':~');:::: :', '--:::',::,:':'=.':': ;:::>,s'::) :::'0 :::::~):-:')':C:.c::o;:-¢'Jkw'h)'::; ~.:.:::.:::,c: ,":C'-";:~D ::::. 
. . ~ t_. __ .. f .... _ ,_ • ",,~.;.oo\ -t'"'" -..: """~'"""':" "' .•... - f'W('" I-.~)~,-..~ ·~ ... )i?.:!.0CY.·:) 
..:::-..:::':'::. "::-:0:,)('-:': 'J:'. - Ba'se'::R"ate ;-.. _J··--EC?;C "'Ra'te -,.- -'"'TQ'ta~ "'R:ate' ~ 

• II"" _~ -,. ~ ,-. '":'" f f' - ... ,. " -." .... - 0 -:. Domestic 'Lifel::L1le: :-;:; :)~':-':::::4:.~S~):: .:,,::.::c:::)~, 4!~0:015";:'-;-;'- ..... ~.-.:. -g.':9'8'0) •. ".- - -
• " .... _~.. _) .• _ ........ - ... ~ ..,.,..1 ..... - .......... ,.. .. :,_;",4 ~!'" ",-:t''''-V''' 

Domest'i.c~ ·N'onI:i~e-l'i-n~ :-'·":":';::~:·:4).~SO):':· :.0 ,,",,' '·7".-6'SS '~".'.-'., ~"'J.2 ~63!;)~-"'''' -~ .. -
, .. - • ... J_ :;.. .... r:..~ ... ~~,..--;..-..:.. .. o""': ... ·O,...·2 0':):::;2 Nondomestie 2,::':' :-~,.<'~ c;; ::o,::=::,:,),:,",~,~~,; ':-"~6.:3:0'4"- :' __ .j •• _v_ ... ; .... lO ... 

SDG&E seeks establishment of an AER of 0.453 cents per 

kilowatt hour (¢/kWh) which will cover seven months commencinq 

(' - .... -
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....,~ ,-,.\,. .. ~,- ...-,,,.-,.r._,_fO
A
_:" {' •• ,"' .... -0 ~,f··,--~~;'\-O~ -::·.~~r~ ;:'-1'" ':"""':).r-...,. •• ""'''''' 

April l'~·-l'9S2·ano.-' whic:h-\;'ill. generat'e es't1mated." revenues- of 
.. :--"".ow~ ;"~t:".;"'~"'i"""'-O-'~"""" 

$24.96 million. Furthermore .. SDG&:E proposes .. and staff·c:oncUrs'~"" ~--
-,""": .......... ",,' .... .-•. _,......·j'"\ ... P'I\;~ -(·'''~i''''''''''''''''"·f¥- .""'-r:-.,.....,_.-.,-_~,..- ~~..,., ~ 

that base ra'tes- 'and- ECAC' rates- sb0'.l;~~:~!~9-~53~~a~~d~~e~~bat'--tbe AER 
can be implemented" with... no,,", c:hange .. in"" to:tal~ elec:~rie ra.tes.t:" Ac:eord-. 

h" ~.... ~: .. ~ ................ -' ...; __ __ ...... _ '-- _ ........ .., ':.. '."'7 _ . ..., 'II .... ,-' __ ...., ..... \.J _,I _ ...., • ~ 

i1l9ly,. SDG&:E requests7.~the),£ol:.lowill9::ratecreV1sionS::o ~.>:: 
~~~!~~~ ~~~ 2!0~~ ~~~co~ =2~: ~o ~£0:~~l 

.o~~~~~o~q~~ ~~ ~~~0~XO 

'~~2 ~=~~~V~ ~ ~!~cA 0~~ ~o =~~~o~ s ~~ 
_ (,\:~ :~:: :: .~'r_.ot>O:s e:d:;.:. -~;.:: ::'J:::";::" .:"~,p;'r ~P:O:s ~J::::' 

,-
.-:-

P,:opo,secl. Base Rate Prop,o:secl. E~<;,AC. P'rop,osed 
~ .. ·'AiR -'Ita te)~:lte-Cl\l:-c t~o:n;~:S£s:e ·R'a:e:e.":.~;'J):e:c;'r:e:a:s e~r&CAC. ,'lta te 

',,'-: --C a Y 'rl) - ,,'," (-o-)~ ~ --H':'" -~. ·(·e )Z! •• - - '~."" ... -'('d.): ';':~:';.. ( e ~ 

:Cotllestie 
Lifeline 

'-',' .' ',> ~ .. :.-~-:-; ~ ~.:..: ~~c -: ~>= L:~ -: :"",:,:.;; :: ~;.;c -: .. -: =- .;:;',:';:'! ~:;.:: fo"': ~ "::',"'!: 
. ~I::~=:)j):: ~:.:~t::: ~,~c :..; :."~ ~:~.~ . .:..:.-=: ;:2.;; 

Pro,p.o,sed 
Total Rate 
(a)+(c)+(e) 

8.980 

12.6-35 

:".,>;'I'be-'~:ta£f;;piOpo:SiS~ a:n:m:~'of 'C/,~'5~,8: §..Qt~W~~~h will also cover 
_~.""" __ ~a ........ '_'''' •• __ .' __ ... 0 .... '1..,-..Jo_ .. ~ .. 01_ .... ....J ..... ..J.!\ ___ :J .... __ 0 .... 

the seven-montro,periodi::.c:ommencinc; April~):I::. 198:2.zand which will generate 
estimated. revenue S'':IO£'".;:.,:$3:2.:.9:6::rd Ud.o~.:: :"Sta£f~~. "S rec:ommended\' rate re­
visions are as follows: .0':"5:'~c;.O-=C:C:s ~.: 

~~ ?0~~ 2~~~0~X0 ~?~O~Q ~o ~o~=~~.::~~~~~~ A 
r":.,~.~ _~,.':".+~,.::::, .""'," to;,. ..... ,-'~_r~~ ...... _~ ....... {"":\ .... I •... ,~ "".:'.).:-- ..... ? 

... ' •. ...,,.. • __ ... ,.,..JJ "'"_""'" ~'''_'_+-.'¢j''kWh ___ ' ........... o;;,.J ~ ... J...I ..... 1>,.1:.)\..( ... -. ~,"-. -"-.,,,,.~(~ · ..... --j ... i .... (';":. .........---' -") ... ..,0"'"' :O,....~"") ~.,..,... 
••• )~~ .... .,... .... "'-- \.J ......... ~..,.J _\ .. ,;,,", __ ._ '.I .......... _ .. -:,-::,1,.0. __ \...' 

0--'-~~~~~~ ~~ ~0-~r~~-~~ 
Proposed . - w'Proposed"" " - - - Propo,sed. 

-:,:-::.::,;; .:'---::':'~'·Rat~::.::.,":""'k'se'")'R§t~;- ::l ECAC"Rate 
~o :~=~C! o~= :0 Z9~'::~~~O~~ JAJ2 ~::l~~lx~ o~~ 

Domestic: U:e~1u:e::.::_;:,:(y_'S9:s."'r.."', y-::.:::,;:::.:::;~4 .;6"0':'2;':' ::0 ~3£;.aO.sr::= 
r:-. ..... r'" ~ .... ,....I"I\..,,.~.tT """';. 

Q . ~, 

Proposed 
.:: Total Rate 

8-.980 
Domestie Non- • -;'-"'-'- -"'.:, .... ~"'~~.-. <--

lifeline:'::'--':-::\::: -,:= ::O~S'9$ ~:'~':;::;':':::'=-4.C67i-.c..::oqo,:~=-.7' ':'3i601c • O~ 12'.6,3-5 
~~0~-:;:= ::~~~:0~ ~~~~-:0~~;j ~~~ :~ ~9:':::;- ~!~2 

Nondomes.ti<: ;,::::,~._ :::c.=~:~:59,S.::, ;C--:::'::: '):-:: ;,::c ;:~0=z .... tf..l0"p..:9.:l=-
.":,-.~. -_ ... -~ .... -,.' \ ....... - _'~''''''-I.~ . __ ""_ - -.4rf .. ~... "" ... 

- ""'As -wi"tb: -sDG&E"~S' proposal' #'" 'adop~on' -o·f:!·tbe-"-staff ' recommendation 

would result in no, cba:c.qe to SDG&:E's total electric rate • 
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A. Undisputed Rat:rnakin~ Issues 

l'he .. sta,ff.,and, .. ,SD<:,;&E.,.~o.ncurred~ on. t.he,.r.fol.lo~:ng,:- i;ssues an.d ... ~ 
.... - ...... _'_ •• ,..7v.,' ... _ ... -' •• ',.,_._',,'''' , ....... , •• __ ',.._ •• J.::'" ....... _~ 4 • ....;_ ... /', .... 1 ....... -.,1 .... l~,,_ , _ _ ..... _~i"". 

recommendations.: . . -
.... .;.,-.-<.~:, _:....;::);-::~ ;,.\::~-:, ,(;·_>\.>':;~o-:~ ~A~~C2. ~1"_"-:0.~-=~~':'-~::~ .::c"::':::lr.:'/~\~:~; .. :2 

~ '... "~ ._l.~ .. , l'b~. ne:t::,t~qros~ .. mul:t~pli~~ _ ?~v.e;lope~;.. ~y., ~h~_ .c. '" ..• ' .... ;or .. '.' .. '" ~. "staff-l.s-·appropr1ate~~"- · ... w •• _ -.~~- -"-' '.--~ ...... -.~.~ - ....... -

~. ~:. ': '. 2:. ;;-'Use of-='aJ:!':en~rQY=cost's:)in--::- Caic1Ji-atiri~the':"::::'~-= '>:. :;~~':, 
2%' of:::.enerqy~ costs-:u·sed\dn.:.:tbe:1AER::.rate.-,'),: :z:.::>::::::: ,.~':::}.,,:..c 
instead· of just fossil fuels and nuclear 
expense is appropriate. 

3. Revision dates for SDG&E ECAC proceedings 
as set forth in D:~'4':96 will not be changed 
as a result of the April 1 revision date 
use'a:- £or 'setting the >.ER\ :l:n'; ~tb1s case_ 

':-r:,~.( :'\~;'~:"'J~: :'~';'VC'CI-:':-:- '~:~',~~ ":'\~-.,~.,:: :':I~~;~<)~~I~~" 
. :.4 ...... '·The. d,·:I,.f.f.erential ,in. 'ra.tes. .between.li!eline 

.' .... -.. ~.' .. --a:n.a-rioni:rfeIilie-:re·sidenria:J.~rates "±is--1:-6~ be 
maintained throuqh ECAC ra-t'es only~' "base and 
AER rates will be unaffeeted. :; .. :: = ~ ".<~'7 0 ~ 

5;.' . 1'herevenues co!lected uno:er: the AER~ ·will ,. '";; .:: ~ ';, ~ l.:. 
not be subj ~et to the newly instituted Electri·c.,:,~ ,: ':::0 C 

: .' = - . Reven:u:e.s:! AdJ us:tm~nt Mech.an:~sm (ERAM),!. ... G ~. ~':: .:. '_ ~ 1: .:: r: I);: 

.. ~6~.,.. SDG&E: ,ne,ed not file an ad.vice letter,:. on r; ~ :: ;:: <, ~c ~ :": C % 
January 1,. 1983 to revise -the AER -is Tonq as 
new AER rates are set on or about the 

,,' . ',,' N?y~~r\ 1. ~ l,?82 revis~onr. d;a;t;.:e!,,(ang.,.. pro~ide .. ,~, .... 
for inclusion of the"r'at'e- o£" .. return- 'aut'hor'i'%ed 

.: ~ ~,: -::: for SDG&E:: in tbe.:l'98.3 ·a.t.tri-t±OJ:l:)alrlowanc~-::o:;,:-:::-::'\'~:;, ').-::' 

... ' :.: .~ • .::. 7~ ~::rhe:7:base rat·e~reduc.td.on...: c:alcul'ated.:<bY2.'SDG&E:,"- :~\~:<:::I~:".;~::-:·) 

is appropriate. .~, '0 t -",,'!\. r.," .',_._ "_"" "" c, .• 

8. 

10. 

.. \ ... '" .... _'-........... ...., ."' .... _. ~"_ ~ .. '_ ...... ,~,.Jo- ow 

A recalculation of energy expenses made by 
SDG&E as a result .of.:..:ranuary Low Sulfur Fuel 
Oil (LSFO) costs be'i~q:;. 62 cents lower than 
f.ore,cas:ced is app~.o~r,i~te. :~" .... ~ .... ('-c ._"' • _, ... ~ '-"' ... - ~ "''''/ "'_, ".- ..... ...) _, ....... 1-' _;. _' _ "'" 

.Inel:u'si:Oll in t:he:~.,E~Ac:.:-~balanc:1t;9E_a~c.ount ~der 
the existing ECAC procedures of two losses on 
the: 'sale of LSFO;"' 'in. ;january and~Febr.ua:r.y.:l'.9:S:2.: :>~:-2')~~C 
is appropriate. _ 'l ~ .... ~ ,. ~ ~ 

SD.G&:E.'-s proposal-~o. ,:calculate ;F:.~::-.e..s by sett'i%:9:~~:~,~~·io .... 
ECAC rates at the difference between current 
totai- 'Tates and the sum of the'Zadopted AER ::J;=:::(,·;;:~S::c:': 

- rate . ...and-·the·.ba.se .. rate .. e.f.te:;. r.educti..onr..for _f.uel 
- '0- ~. • ~ .. ..... • __ ~ ... _ -"... ,_ ~~~ .... _ ... ;. ' __ "'::. '.' _ H o..,! '-'..... • 011 _' A, t\ ,-.""'\ 

-:"--5-

• 

• 
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Oil in inventory is appropriate. This 
results. in no net change in total 

t S ' I , -4 .... 1~,.;~ ~;:·.';;'':'';':~f-:O::j .ra e ..,..... .., .... - .<, .... ' .... ,'" ../ .... ""'" r" ,~', ":J ~...... ~":o:::)-: '-';""""'- .' ~.'~". 
;::-2~ :"''':!:" ..... ,~ .. j ' .. __ :.. ...... ;.,,-(_'., .. t ...... _ ....... ' ... - _ .... ' ..... - 0#'''''' 

11. Calc\llati.on...o£,~the,,~cAER.,.on,t't~ basi:s:£o-..r·2ao~ :7:~'==:'.:::: ."':':,v.::; 
'~'''-:,':~:-:.' .; ";c'sev' en~o'ritn "p'en-od 'is ~ip-propria:te. 

• ;'::"'4-:"'. 

We will adopt all of the a'oove-refere~n~~~, ;~;~i'p"~_la,t~~ .xe.,commendations, 
P' I·._~'r" r,"" j.J. '"'~j"\t""')" ':'. '."" ,.:.c>_.~-, ..... _ ..... v .... '"",..i..".o ---' 

except 5.. RevenJe·s~. con.e'-c~t.ecr :un:a:e3::.\.the ~AER:",sh~~ld.:~:....:subject to· the 
... -::..::..-" ,~~..:: .. ""--':- .. .-,-,-""_.-_ .. _.------

ERAM. Such :ac.tfonr ~ll. not .... ~!"ec.~~h~.::.:inc:en.t~v:~.(p:r::O'Id:d:ed to· SDG&:Z 
, ., ... - ,', , .' __ .... _"" __ 10.." __ ... ....... -

by' the~AER_ t~~con£orm..:e~:~u!i.l~y .in~~.~x:~¢;:.·~~ens:e:s):.to::tne;.::'am'oun~s;':.::·--:= ;",: 
alithorl~~d ~ro~~_r~·~·oy.ezy.".by.'C~o~.aY:~~~~~:ci~.on:.; :-Inc:l~on ~o,£':AER- :; .. :-~ -;,':;,'::: 

,. ,_.. .... -...... , ~. ~... .,. 

revenues _in ,the ERAl.\t. .. wi11::m~re.ly= .. ens\l:r:e .that:'.SDG&E' :do7e$. not over-
or ~d~;~~ii~~~ .. ~~;h~~i~ed-. AER eXpen'Ses-.due::t:O:-::fluc:eu-a.ttOll"s-::-abovec .t ::~)7 

'.., • ~ _ .. "'~.' .... _ .' ___ \: .<. -.- nO. • •• " '-~... • 

b 1 th d' ed 1 1m t 4' ~"'" If' ~,,'" -,..."'.:,. ""f~ .... "~, .. c o~ ~CL-:O~~~:tl' or e ow, e .,aopt sa es· .... e~ a~~. .,' .. : _.~. ~-,- -- .... "--' , . 
B. :'P~;1t1on; '~f' ~h~ ~~~t~~s~S'.n·'Oi.s·puted>·~em~1d.'n'g '·Ts7su"e:S"i'v,· ~,:;:,:: ::. :-::. 

1. SDg&E • ~:;o ~»~:~ :0 \:':c:q::2 ,:),:c.:,.t.':o~. :' :-:~;;:,:;::>:, 

,.,.,' _a_ e.SDG&,E:~s.:operationsjand2cxpense'S !;:o:r tbe:::!period 
_ ..... ' "Jj,riliarv 1980 ,t.hrough J).lne' 30! 19'81 were" r,eaS9na,b1e-. ':-:::.:': 

.:.:: ~ :; :~~,'~, ~'SDG&;'E ~ testifi~d·~th~~.·" i~~: ~t~atern,..fo:c:-res9.ur~e0;util;i.-:::,:.~c 
. ,"~ _ ':,:,-"","':~.::" .~"~"~" .... I,:",:C.'~";' '\ .. :_.-~o _",._-I"I;~,,-_''''_,1 ... ...... \~jI., _.T .. _r;...'··.. . 

': at':i: on- is "aimed at achi.evinq the .lowest._cost .fuel mix.~S:S::Lple:.i7'.G:In:.':::-.. . ..... ,.... _ ..... .- . \ c·,..)· ... · , .. ",_} __ " ... r ' __ ,_ ..., __ II" - •• ~-

·P~SU:~~9:~thf.{.~~~~~~~fi~;~:~OG.~~).>~~,~:~~l?,.~q.~~~::~o~ep'~~~~;~pro~eedinq.: ;~::~C 
to inciud-e san Onofre Nucl~~:S.::S3~I?:~rS:~nQ,0~~.~:~?-:i?n::+gnit:::2{>ir)-;)'it.s:.'reso1lrce 
mix. Nuclear. ener;y r~e"pr_ese:n:ts ... t:he. "lowest .,cost :-,et;~t;.gy.::available to-

~ __ .. ~ ... -.." ..... ,,. .. "",,.-~.- CI' 'fl.' .. ( ..... I ...... _:...~_ ......... <-' ......... _ ..... -- ....... ,~r' . 

SD~~: .~ ~~~I\E'" p~f~§:~e~~E5>.~,.l~:n~;;;,~;n~!~~}jc~.;c~_e ;:~o:st ;~f othatC:enerqy-:is.~:, 
less' than.' t,he incr~ent.al ,q.enerating .... cos.ts .. on. i:'t:s:cs7ts;t;em:.>r.=In',,·addition, '.,-' ,,_ ," i.-: r',: .. ,.. • :,~ ;.;':.,:': .~~·,I ,~.',... . ... ..,; '-,' ...... _. _~___ _ _t .... ___ • -_ -"'J. -...J r, 

S:X1&E- constantly tries t~. ,con..tr.act,.,for ... more .. cfi.rm: p~'X;c:.ha:s~-:.ener'9'Y ':and":.:: 
"'::A ': . .';:.":_ '.,; ~).->:' ",-, .. :~._~ ,,'_f:?:... ... _' .. /" :~, ........ '1 • .., ___ J. __ ,-I, .'....... A - , 

to increase the.~oun t .of "enerf;JY, .purchased. ,und~r)~x;is;t-;i:nq; Ec:on.t.ra·ct:s. ::::-
........ --'-':"".,.J\" '-, .. -~,"'" ." •.• -':,: .......... - ........ - .. ~,' ..... -'" -.,..._ ......... 

- ' .. - _ .. " , ,;-;': - ; ~ ·~·~~S~E(; ;~~ st~~e?: .~.~~y::; i.~ .;.tp;- .,~~e-: ~.maxi:mum\ :.poss,fb.J:e: .::use ;:'D:-{ 

of natural 9as,,,",whi~h has_ historic:.aU.y .. l:>een;',:l:e.ss,,;~iy.:e:~v~ ::z:'~= "'"":,'.'",,''' ,_ .. , ... : ............. ~~' .. '.,'.,_ , .. _ ......... ..-1--... _._', .......... "" - -
re~i~~~~ f~~l:.~i~.~_::;~ t~?~9E:>?~~ s'p:p~y~ c:ons,l:.a:er.a.t;1-onS)-.eal.lsed: SDG&~':o'''; 
to'-rej'e;:t ~~ert~i;;'~rof£erea. gas· s;upplies d~i,n9.: .nonpan t~,':petioes:; :::r:.' .. ' 

_, -"I .'- - .. ,'-- '. . • , • \ f '. __ .... i .... ---.... ......... ... 

it did ,not' r~j ;c.e' ·~ny:~atural g-as" whi.l.e P.a.r:i:ty:.);w:as;:(i:n~ e££ee.t;;i; '0)": O{ ':c:c:::: ~ 
.. :',.. '.:;:" ;.' 'SDG& E ~~~i.~ t'~i~; _ tb~~: tb~: .. exeel·len·tX·p~er5.pl:ant':dlea ~:r:.ate 

,."";.:::::.~'\"::~,~_,-:';~"';'_'; _ -:.,_ ........ a"_ _ ...... _~,.~ - -,. -_ .... -, ......... :~ .. .... -

achieved ~y its .. own .. 9~ne~a tin; r uni ts:-, .is.:. a.no:t:ner::.~i-ndd..ca~or-.::oe :the)r.: b~:.· 
.. _'-\~~I-~_ ""'1'a '.- j ... ..,. ~ ... ..:..J_,."# •. ______ . ! .. J ....... ,~_"- -". • ... -

effiei~:lCY -of -its operations. SOG&Z notes that the staff en¢neers -:C':: 

agree tbat s!)G&E's recorded enerqy eosts have been reasonable. In 
faet; SDG&E's fuel oil prices h~ve ceen shown to compare very favorably 

with the fuel oil prices of the otbel: California utilities. SDG&E 

-6-
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-. '., .-~ . ,..". ..... - c-... -;.. .. ..,..".~, .... ""'~1"1·-:· -;.. r • ... I"v .. r:~:; ... \;;"":'.....'..; .... \ ....... 1 "'-"_ ......... ..1"'" .............. a_ ._: __ 
~~:c= ~~ 0~~~~~ =0= C~ =; 2=~~~9~ 

concludes that the record is clear that its polic~es)~nd actions, 

9i ven system constra1nt:s·; prOdu'Cecf::the' :i'owe;t:S?o':'ss11;J:~:'cost':~ner9Y 
... :": j-, ~ -:':'"c-:cc:' ;:..: .. )r:":':-: .::'~ . .r: v :~V.:.-:.::,;.' I" ~.~ . 

mi~:,_._ -A _ ;..._, ' •• _;'.,-. ·;....<~,.,_.,:\r •. ,, __ .-'"lOc.s :J::= '':0 :..:.::.. :c~j.> :..:..::;..... t.;.\" 

,>- , - ~ -- • :~:-¥ ~SDGri\" S~ -act£O:-~ ';,;'i.~~ i~~~e·c:t .. ~P:" i~s, f.~~,l,...o;~,l:;· .;1.:-c!:' ~ X~;t 
.. ' ,: ~::- ::- : ::' ~:'. ~ supply;' -con:;trac'ts ··haze-- :been -rea:S'on'a,'b'le: - "' •. ~ ~.. " " 

~~" ::: :': ~.: ·SDG&E:.~el'i:eve'S::that~:reVii~·:Of':''J.t~.fiitel~:su-pply:-':~~ritri~;~~ 
Within ·_the;j:Qtal-:.:h.ts.tOr1c~;perspectl:ve -wiil:.:ihOw='t:hatCth'e: r~~'brd:':: '~: 
period action-s,ha.ve.;.been ful:ly; ,rea:So'nabl~:)'anQ~ approprj:ate~';. t,o\~ ';-::o:::.:.:.c 

'.... , .. -.~< .... ~"" ......... ~ ,: ":' .,..;- - ',. -.~~""'(\""/''':~--r' - -:: '. ~ : ~ .-' SDG&E IS: :£uel:oll ;cont:ract·s·~: Wfth- Hawa'i"i-an Independent: - ~ ~ 
-,-, ........ ___ .-~ .... ~/'" .... ~.;~ ... "" ..... ..,.~;..."N#~ ~~ Ref inery,.; Incor.PQra..t-ed: '::CHIRI~) :.: and'.: Te'soro -A:1aska'" Petroleum ... Company ..... -

(Tesoro) 90 back as far as 1974. 'I'hese":contracts ~ereC~nte~edW£ntO: -::0 

at a time when,·the :ma:,j:~~:.:.~on~,er.n,:.o(-:..a:lU-Cal.'i£ornia~ut'i.i.~,ti~';";~2to _,_ 
obtain a reii;bl~-;~PP1Y of fuel oil. ;-j~':)c~ • .:: 

.. ,', . -D,urinq the period.; 19'7~;thrOUO'h-::198'0~~SDG&i~s m.f.c.imum 
'-." - -0.'" • , _ ~ ~ , ....... ','''. .. "'_ ,_ ,,; _ .... 

fuel coil:tract·~vol.ume'S--~~~~s±rtent*i;·~·s':::'tb:~n":t1{'e~toreeast oil 
" .,.. ~. ~~ .. •• ... '"l~·· ... ~ ... -- " ..... ~ ~r".,.:;: :"~I'·'::_ .':;~,~~.= ~:':,ii:')C("-: 

burn...- ·'I'he~st·af£':enqineer;-who:"revieWed only from 198'0 forward,. re,a,c,hed 
.. . r._ -- • ,.; ......... - ;', ~-"""·n"-. ~ ~-'I-:"'" 7"'.,::~\ ... ).:::~;:. ::-::.:. :';.')r::..:.:) c:..:. ~~V_~:",.J_ 

the~same-'conelu'Sion~ ··It"is~c!ear; therefore, that on. a fo::ward-loo.king 
- ~,,~ - .-. "'~. _ .... ~...; \..;:'."~ ...... ~ "= .,:.:)(,';:1 \r')~:t=.s~:.":--~ ~~r' .. = ;:;;~..::.~~ .:.._d ...... 

basis:; -;SDG&E;rs~:mini:mum:-contract"volumes-were 0.'01£ "excessive.. Only . 
.... - - - - ....... - .-. - ...... - -'.-"'.~ -;""' ,.\ ~~;J~ ... ) ..... -.. o,\~C ~c2 ~,:)~ . .... :=t::..:: c·:-hi:ldsi;ht=reveals:~that;-excesses~··d:l:d.' -develop~:' ", -- . 

. .,. .... ,.... .... ~.'" - ") ..... ,- ...., ,....., .", - ~, "-, ... ~ ,. ~'\ - r;. -:~ :. ":I :...: % • x.:. f':"': 
::: . .:::; . .:: -\''I'be'~'exeess:~ueiC'o':r'J?~si't;uat'!on 'wnl:en o'c·curr"ed- durinO' ~ '"' 

a , ,..... ) ':"'"\' ., ~ ..... -... - r 
r , ." .. ~'",. ,c_,.> .-. ..... ,...,-,"\ '-"-~-.""',"jI""J ~, .... ~~~: .. r:~"'!:..;t:' ....... vt,..\..G .I,.,;./IHI .. .,.J .......... 

the . record :per:i:od ":i-n :"tn.;;s ~~roceed~inq ·had··seve·r'ar ·causes.· Warmer. than c 

• ~'c'- ... :.. .. _ .... , __ ........... _~~~I'"f ... _ ~ (" :-r.~.r)-::~,,":;' .:\t.~ ::'~·I;:':: ~:;~~'''' 
. averageweather:b'aS:~·been~ a-:-p:i:nd:pal'~cause'-of "t1ie"e~cess. The pe::i~ _ 

. •• ~ .... -"\"r'" ---:.. ........ r - .... -~ ...... ~'" t~:<",:---: .. ~ \";:"I~Z::<!.~W'" ~u'<:JC.:.. from:.19·77through:~r.9Sr nas .. been"'warmer' than:l.a;verage, and the Winter, ... 
: w, ... ·-· .... r~~ \" ........ ,.-._( ~.:..:""". ...... ,;c) ....... ( .. jf"t;'~= 5.:::.c~.::)':.':)::~ 0 .... 

of .1 ~S,O-al:.::was: ·'the· ':second; :warmeSt· "Wi-nter' 'i1Chi'Sto'ry:"lf'" average weather 
,. ~ i _ 0, ~"""::1 

hadeXisted~ 'causing: ~hi'gh~pr'iorl ti ciistomer!?'to~;:; u:Se';; more of the gas ~ 
, ..; ~ .. , .... -. --'''''-''''' ...... ,~~. ":~A~"'kA' ?r-.';"> "':~~:.:.:...c,~ :.:0 that even.tually::was:::·consumea:·,!n- the-~ower~pl'ant's; 'the "excess yer::r . 

well:: ,may: not .ha.ve~~occurred:.~~ :';,x.:' seeond::; rea\so~.o'fo~: i~cre~~ed':q~~ ~~p~fi~i 
. .. - ~ .,' • ., ,. ,r"1'_r)""'·":'4-f"'\_r; ~''':''4~-::,i.)::' -:-~,:~.--:.)~ C,; was tbe:(Natural- .Gas:; .. 'Po~i'CY:'A'etof-·l9'7S'" (NGPA'»)~ -- The"'±mprovements in. , 

" ,... • ~... .. .,..... .. I' ,,- r ~ - .. ,-' - OJ ...... ,'" .... -. i) ,. .j ~ ~ c ::. ~j ': ~ ::-.:. supply res.w:t1nq-, from~--t'he":NGI>~ 'c:reated:"a f:l:rm"'suppIy of qas by 198:0 
.. w.'- __ .-.-'.... .-. _ ~ ,-- ,..L - ;'.~ _ "': ~::;r~ ~4'hi~h; :su'bstan.t1al''l:Y:''exceeded~pastC'forecasts .. ·- ..JF:l:nal'ly,. conservation . ' 

:' . '. -.--~, .... ~ ." .... -a..'~~r_r-I,"""" --:','0 "'I_~''': .. ..rd' O~)~.l~)"::":.:;i~:~ and the"'e£fect::o£::' ~crea·5inq: prices" operated"" t:o ;.Jreduc::'e tne requirement 
, -- -? ~~ .-~_r~o ~~~ ~o V~~9~~~=:~ ..cor fu-l· .....: "1- 7' .. - .. .- -'.'. <'~ -." -'+ - \", -,... .... ,-', .\ ;-:: . ..:,.. 'J.."~""""(". • ~::.. ~ .. o_.., ~. _ "-J\"~. ., .. ..;.- _ .. - ~. '-i. -:.V" ', ......... ~, ..... ~_ ""'~ __ ... '_"._ .... _ .. ... 

• 

• 

• 



~. 

• 

• 
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_: .. ,.~ ~"',~: ---.-,"~~~ .. o~-, - ... f'"' .... ~'7.'r\::. -0-:" b':.\=cob.!:. ~"=..::':~~':'::~ '::0~-=ZC: ~O~ OC."C:; 
.-'---- --" -SIiG&E"-s 'r!ispons.es- to the-.abo:-r.,e ,£,ac:t:ors ~~~e .made,~und~=-

" .. *~ ... _ ,.~ .. , .... '.'t~., __ '·_l\.~·,-.f/R, : .. :':,1 \:',' -:'CC=:>',) -;'0 v"'C":":",-- :~.;.. ~::"V';"':";'I"':~, 'T. .... "'--"-\.".y..,l 

'it"s' 'p01:'19:' to:-use -all' -a"lternat1ves avai'lable to....reduce oil supply,.: .. 
. ';z.~. ~J'f':·:2 .:·!:.-;)':'~-=>:-~:(9 2':-1+ ~:~.:;:!~7.' ~::.;..: ~!)~~ ~'-'~ ,;jQ.:,..::a.0C.;, ~,.-,J.J,- O~ ...... 

as long as an economic benefit to the electr~c rate~~er.would ~esult. 
_.·':.a ... , ...... ~, ... " ~",'''''' ~ ~-.. ~: o,,~..::.::.:co :l ~~c-.;=~:.:,jO~-: v.;.~C:;:l ~ ... :' .t;')~: ~:;t:.2.t .... :.r~.,.;.~~ 

'I'b'e' -first ·or: t"bese resPonses was t,o' .ne.gotiate contract ,redu~tions 
.. ~-~("-: "~,-... :; ~~~~,,:,l ~~ ~o.;.: ':~L;. c. • ..j6~~ .. ':':0 ~-:!!)V..cC!):S"': :);"::-:>~.~ l!:''': O! 

and unaer'lifts wi tb bOth suppliers. SDG&E' s contract ~th HIRI as ._ 
.... _ro ~ :~".,.. .. , ..... I' ... -*" .. -n-_"0II' ",!"c""'I:"\·'>~e _ ............... ."".,.",. ,.,..- -"h~""'-I"""I_!\- ':lIofl"-fl"'\ "'"'l-.,. .. ~'"".. .... - 4"'1 .... ~ ... 

of' January~l ; '·t9 S'O'; , ¥cailed-'f~r a~m1n1m~"volume"'o{ ~14"':CrO"0" b~~ei~ ,.:-
• O't"!'..:ri~!:'1 ~_.=JO~ 

per day (bbl./day). SDG&E r~duced this minimum daily ~ake·to 
~-.,--:- •• -":- - "--.~\' ... -~ .. ~.-,.. -,-~, "''',",0''::;",,_ -,:)0,---0::; c- ;:-:o~::.:..~);..;;.,..~ :"::_ 

l'O:OOObbl:,da:y by·-arrang.lnq an under'iift of 4 .. 000, bbl./day for the ,,' 
,.. .' ...... .." .~_ ~.... ,",,' •.. ,,:,",,: ~.r" ,: :-.. ~~.":",j.~:'" '':'".;'.):'" .... ::: ~,~",,: o=- ;:':"~!.;,.:.: ...... .:u _':'.}~~'- _J)_,~ .. _:J( .... · .... 5 ... 
':Perioa:Septe:nbe£ 19'81 through Dece~r~ 1981 •.. An .add.i:tional underl,if:t 

,,~ .... -.."'* ",."",-, ... ,', """-.- ""." 'c' .... ~ ~' .M~"""_ : .......... ''.....,\},C_s.,_ ..;,:J ..... OIj.·· • .;,;,~'f ..... ;'-<.. ,:,...tv_":':..,..o ..... "'" -'_ ...... _'--

.. ~f~ .~'~,?3~?·· bb:,~/t::~~-"~,Ee~?~~E-,f ~~}~~: c~~;f,~;~ ~~~et t~' ~~~2pO~e,~1!:{~~~~ 
run's "from January~l'~ '198-2- throug~ April 30 ,.:..198,2 • ..,,,,,As o;f~May~1/."198.2 ... 

~"" .' .... - .. ,~.; ... :" -+ -.re .......... .... ~I .. ,:~.. '-r.., ~ .. , .. ~ ~ ~~ . • :.)C;~J_,~~ ~V~ ___ .... ~_'j,;.,~.:)'- - .. ,' ... 

the min:.muIt\" contract- requirement~from~in:RI-will remain .... at 8:,.000 bbl./day 
.. ",.,,"' .... ---...., _ ...... t -"-,'·'v,.-- ;'.\ ...... (~~ 0 ..... - .... 0' .. · .. ":-::;.::; ,v.,._!;;. ....... ·:. . 

wi th no 'further" Underl'ift i::equired: - The, sum. of these contract reduc~ 
.",.-_' r::: ':---\;-~' t\~"":t· I' rr-, .... :,., ~'t· .... ::...~~\c.. '-.;;:-~''.n~ :~: ..... ~ ... .;.)-:.;;::.:.,[: ;.:r.:J .. ;:J~..J .... \.r\' _;:,~.C_..;_..,J..)!~· 

ti'onS. ~from 14:000-bbt./day'minimum to,- 8,000 bbl./day minim1Jm,.. 1s-. . ,',.' ,--' 1'.-.,'- _ ... ·~I"·"·Y\~''-'· .:-, ... ·-'.:.J'O ....... :~ '~'I:"'~':- ':)V0..::.~~.'· ·."-::CI';''''!::~·\/~~ .... ~-..;.. ~ .. _ -.:...~ ,::. .... :,)~ 

a permanent- contl:-aci: reau<:tion 'of 43x. 'I'his-arnoUl'l.t will be further ",.... 
.. ... , .. "'" ,...., .. ".~" - ....... ~ •. -~ ... ".~ :--:. ~I ~~ .::;, .... :::- " .~, I.. "'-: .1,\' .':':~C ~:.:,:,-' {~~ ~) I"':: ""':CI::, ,:;.:;..:, C:J C~·~ ~.:.:.!..;~ ~ 0~;..:: '...)!J ::.)~ ~ _t: ... 
-reduced-in 1986 when the HIRI-contract minimum drops to· 6,.000 bbl",/day • 

. ~." " .... '1.... .. '_~ :,..,.f·1-~-··" ··,-CI~-"';J;:.I:"'. , .. 'r,.= ":'lr-o ~=2.C':I 't)::..:.: ..... -:.'":.!..:.l:.." ~~.~;.l +';';:".J\"'" _~,t."J,,~ 

SDG&E- submi tS~· that -this - is substantial-eVidence' of . aoqres.si ve actions 
._ .. A ___ "_"("'~'-j '~.:-..~~.' ,.:-, -",..' ..... -1'"' '·' .... :-0 -s-:-::o I'):: ~';lj:J::'~':'\:'J):":~':: ~::::_4,,1...,J":::t.J~ ;,);'O~'''-':'~·':'' '.)~ .. ." 

to" reduce contract-quantities.. -.' .~ ~. ,,' " ' .. ~, ,,' '-'_ ... '.-.-_ ...... , ........ ,-~ .. , ... :~- ,.-.-- .... ,-_ .. -('"; .... -- -"".,t'" '''\'',/'(''~~ 0:-")":= .. ~)~!-I~O\· __ .... \~ _0. ___ .)~~~"}- 0 ..... 
- ,- ~ _"- -, ,- -"'" SDG&E', s -'minimum· contract "supply, from '!esoro stood at 

",::"; ... ::"::''':\..' 2. ..:....-.:.Jt- ...... :~ :..!=_:..:.~' .. ;-:' =,~.""~,,-,~-:,,.,l l:~""::-

16~~~~ _~~.l~w~d.a7! .. ~ o.;'_Jap..~ar.;t:~l.~ l~~~.:. .. ""A",<:C!.n1;.~a~~,r.eduction to. 
- ~.,"';. ... , .... ~,'_ .. _ ... "", ... ,.~.\- ....... _~ •. ~~.,'-.IJ, -.M..~ ... ~~ ,-=' ..... , ... """".-. ._ "",'_ , ..... -..; ...... 00 ....... 

15, 000 bp .. 1.:"/?~y"'~~~~,..ed_~n. ~~;'J:ua;:y ~ ...... l~~~.~_...,~n ·add;t~~n,., sev~:ral, .... 
'~ .. j" .. ~ •. "; .... _ ... " .. oI:.h ........ _ .... ;:,;> "'.-..&._ ~:J.--·~ ... ~l , .... ....., ... ";O...",.~ .... ..."J,..,. .... ;; _/,;. ___ • "''''04~ ... ~ .,t.,) .... _...".~_ 

underlifts, were made. Beginning January 1. 1981,.an underlift of_ 
::~ _:':"';"'~:::;J=,~::= ~~~~/ ~~'\..I.\'" <t".J:::>:.~~~~,;.;..I::;;,.¥...: "<_.;;;::.t'...)...:'.1::;~~; ~ ... ~ .:...~.j. ..... :;Oj 

3,000 bbl./day was negotiated through May of 1981 and l.ater extended 
.... '.J 'W .... '- _, ..... " ., .. ~-- •• -~ ... ~.-)' - .~,-,... ...... _ .... ' ...... "":, -":"" ~~~-: -,: ~::.:.::.:):....;;).')-: "':':"t'" :.:. J':~';~-:_:.J":"";'O 

at "·tbe"same"leveJ:~t:hr6uQh .. S'eptembei· 'l~Sl.·· A reduction o~ 2,.0<),0 'bbl./.day 
··.- ___ 'I,. .. ·-. ... ·_·n--,··l~ _.1?.1.~::1.-=~ -::~l ,"'.,~r;:,\ .. .:'-:c C.C·J,c c= ~~;=~::':':')0-: "'!~\'~:':":.w~ J ...... t::~·-,,,,,, 
was··obta:.i:ried for the perioQ October through December 1.981. .'l'be tota~ 

"!.,~ ...... -' ... -----r-... ;..#.-.. - .(,,~,.. ... A(-:I,j"_"'"\"~ _. ::':~0"': li..:.~' ,":'.)'J.,I'OJ. :~.:.::.:. ~~ _ . ...j-.J::.;.t_ 

underl!fts"achieved-by SDG&E~th bOth suppliers, some of which.were 
'''''', .... , .... "" •• 'tr:.>.~,\ .. _-' ..... '""' "'-, .~ .. (~- c:.: ''''.~1(0 -"-.:;ac,- C';- '\":;:'':';C''':,oi'':~:)'''':' ~r:.': :.};) .. _~ ... :':: 

made a't: -no"cbarQe' -and' others as a- part 'of ~ contract renegotiations, 
,,'1'p ...... __ tOo! • ' ... t, ... " ..... ..-~.,;. ''"''''ll~-· .. ~~-.:') ~~.,.l ~· .. );)C? ,2;::-.'--.,' ... ::..: ~r;,,,:,,:-:...)r:,r·:. \,.o~.":"v~,,,,:,:,,~~c'.:) 

:tnvolved- a~-totaJ.- volume- "or' approXimately one and one-haIr- million. barrels 
• ;:..::,~? l. ,:')='.::,z :;.~~)~;O( .. ~:> .,:v ~'-I!!"', 

at a cost of only about Sl.SOper ,barrel. When compare,d to· tbe 
:;:~ w~~ o~: ~~~~~ ~0~~;O~ ~0~~~~~ ~~~ C~ ~O;=!~~0 ~~ " 
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• 
$6.00 per barrel underlift adopted for Southern Cal,i,f,ornia Edison 

..... ,',:",,..~. ,\' "" --,- ",,' .. , ... ~::.:-")~.~. '-'''I.~.::..: ~~.:",,::: ~;''' ~-:l~I~O':-~~-)~ :~~I..::...,:..,::-;~\~ 

Company' ~'(Edison) in"D .. 93640 of October 20 ~ 1981, covering substantially 
the ·s~e';:Pe~i:oa~~iOOFE:;.e'i;'-it:.:;·';es~it~i'("a~-::~iiieil~~i~:~' srJdii'~~~: _ ':.~ ~ 
.".' •• -- _.", ..... -,~p -t" ... ··-<--l-~'·_- - ~-'"t-~'·,..'1 .. ..f_ ,.....- .... ,. '''('1'''':':''::' =-.:..~~~c"")(.=" ::.,e ;.::.:...~. ,:,::OuAo. ,~:,i.~J 

'calcuute(f: "thai-tbe '.u,i';lY -reC1uei:lona :[£ -obea:tned_ h~d ~a_ tl~"t ~~~e.f1tf,", 
to 1t~"~ i~~ti:ri :r~i~~:ay~ia~ '-~'i~$60:i U;-ilii~;:hi "i~~~' '''f;;. {·e,oit~i ::"~ ~ 

- -,0 '.- _: ~' .. , •••• - ~"._" '_",-, "', I';:.; -::,- ,:-. .......,.~'\ .... ':"~v:.r~ :"~ ::oc :-~:. ;,..,: . ..:~ .::._ :,'~") ... ';~"'; :J~ .. ; .. , 

Tbese 'reCJuct':[ons -iepre-ient 'the-max:l:iaUDi:"pa'ss.1b.le that, _ita .a~~l.~~r.~_,., ld:":"h.i· :':: ,~< :.0 ·x',,:::':',:, .. ' ::::,.'~:';;::';::7: .:, -:.0; ;.)':~ ... _.:;') ,,'';:';- ,,,, :_.;:;._ ...... v -'~ 

eou ac eve.,. , . ,'. ,.. .... ,..'" ( .... ~,\ ,~t...:' ~.t .. ~ .... _.~ ... 
.-.'" ...... '" •• "'I- ... ,.{~ .... , -, .......... - ~.", ... .-, "' ............ ~.;-..~--.,..,- ~~'A;.,,'''-.,~ • '."':.' ............... 1...-1 __ ; "'-,-' _~,.,~ 

~- . ·····In···add1 tiort to" contract'"' reductions. and' underlifts,,"\ .sOO&:s 
,,":-....... ,',," ............ ~.\. ',::,~' r-')~ ... "'. ;'c :-:'.~ :-7.C'<-'~!( ~.:. "'.-:-\:-':-:,-:";.l~ "Ie -·",:·o\._::.C: ,"",v ... ,~_ 

has'pursued-'fuel oil sales to the full est- extent possible. During" the 
-'", -'''r -\-~~ ".",-"""~-' -'.'~~ .. ,-• .... It. :',:.7:'~ -r·,(""',....'-.I""';'··iG. t:~·ro-,.., ..... :z":"_ ,"!:)C;-::0~C:'~c.. ,;,)"' ___ !)~ 
record-' per'iod-~-'SDG&'E 's'old' '1-,215: 00'0- barrels of· pil ~ and eyeryvtrans,-

~,~ .' ..... _ ..... ,.... .... ""- ~""".~.~ ..... - .... _ .. _""'-.. _ •. _.t- .. ~ :J, ... r--," .. r"\i.':>j"... .. ,,,1. ... .:::.,\ 'Ct 'te,I' .... 'V'l,.;i :0 
act'ion-' Was" made 'at a:'Ii'et bene"!"! t - t'o"'the-'el'ecti-lC:" rate'payer.. The total 

~ ..... , ~. .. ... -,.,/ -:~.-. • or ,.,. ~ =--.. "l ~.. '" ..... c .~: .1_.1 :..;~"!:-: - s: 6~.J":" ...... "'"."._" ~:.~, .. t:'L."t, me,,::: ;: ::..!J ~ 
net" benefit' 'from"'SOO&E" 5- fuel 0:;'1 "s~ies - amounts to $11,.700,000.. --r ... 

.. ,.:.: ~~,~ ,':' ..... , ,-:"." .. ~"'.~.~ :"'::-,.: ::-;;:':::-:. ~o"":: ~.:":"_:"~'I·')-:"'::"'-:;J('t~ =~..:,,':~:!O~ ~~.:.;~..:.::.::J':-: '.J ...... 
.. - . ,. - - '~'" - ,. -Finally, in an effort to, make maximum use of the , 

..--' '~.'.'-" ._--.-, ............ , ... /.,.~,~,~'- , ......... _ .. :-", '~.'.;~ : .... /·I-~'·I,.:)~ .... '" .. ""j,~,..It=:J.""'..:J ":0t . .;-",;::.:: 0:: t:.::-:..~' 

adclitional-volumes" of natural' gas wliieh-became- available~ SDG.&E has 
..... --..~-,,--'-~ "It',.~.\ "'""."...r :~~l~ 20,-: _ .. ,.-1. .... ; ... "'" .. ,/·,..'.;")\ ..... cc \'lV(.}t.;." I~O-:':: ,~~':'v':~ 

held"'oil' 'in-its inventory' above th'Et'arnount -allowed in rate base. 
This-:pra~i6e -=ba; ~g,:;gg~t~;' t6r th~;' r~fe~~y~~ ~ ~~ith~~.~~~~~e:: ~~~~~~~;r • 

. ,' --",-! "" ......... '::'. - .... -.,.... .... _':;> .- .... ~.-"'- --,--:-- ....... ..., ..... ~,. .... t, .... - -~}:-: ... c':'.':' .... , .. _ ~.J:.).J'-'_ ... 

. :muSt-'bear-the carryiriQ costs-of-the-addit1onaf'stored ,oil •. W'hil~ ... ~, 
'~"\" ""~". · .... ·~:.:·,·::··l~-.,--/. ::t:: 'C"'::l~~~l::..: .. ,/·I:) :~;.-::"":r:.=c.c.::J;:-': ~:.. ;~~r:.~ ~~J..~~=-.. :: ;:!:::.:::c .. ·~ ~0vC~ 
tbe~'record contains references to, other options whichSDG&S e~lored* 

.2~~=~==~~O ~~~~:~Q~ U~~~~~ v_ 
to reduce fuel oil volume~ these have been the options which produced 
the ':9re~12estC:;~'~\St;r:in: SDG&Ers =6p!ri!ciri. :;:;:::':::";t;": ~;. ~"";.I'_2, " •. V" ~. 

...... , .... ,-" '"'"~--' .. ~-.-- -- -. ~ , .. ,...,. ...... \ c,...· ", 0 
: ~ :.:').;: .~ :::'LciO'ki~ ':I :·'~o ';i~e ""fut~~: SDG&E ~'a.·.ert'.' tb.t~ its ):.n.go~~ : 

~ -....... -- .. -., ... g-- . -':'!" .•• - .... _"' •.. -,~ .• / .... - .. ..,...,c-, H...-,;;\ •. ;·:.c ','.'~ ,L._ 

tiat100 . of' 'the"BIRI ccmtractnas prOdueecf. 'az( outatand'1ng new:. " ...., 
.~ ... . ~ ~ ........... ... _. - - - , ....... - ,.. ..... ,," ~._ r' ,e,............ ~ _, ~. -....... .... ~ .... "', , ..... 

eODtr.ct;":"Aa'~'·l)rWtoualy _nt1cm.d.~ SDG&E-w ••• uc·ce' •• fUl" 1i( -.-," ~=: .. ~ 
. , .. " ... ~~" .. - .--." '-.~. ,~~,.:.' _ ~~; '\'~/~~ .... ':""'.,Jc::-:::: ':':"~':1:':;C:">~:,t~~ ;.~~:>~~ "~"~,:)\~ ... I::'C .... '\.j' ... I':' 

obt'aiIiin'g a," "43: reduction in ·t.he ,minimum cont.ract ,supply .for . the .nea.r 
, " .• :.-' .. .., ... ':.- ""I"" "--j ·· ..... 1",- .:' . '-!:, -r~i-~'~)=':'"""\l'" ::~,:",·o-:£-.:; _~} .. /..)~ ',}.;'::.,I''':' ·~' •. :"'Oh_ .. ~ 

-term·.-A -further-reduCtion :to.-6;.600" bbl./day, 'or SD.G&E IS, requil:;ements. 
",. -.-,- ?--,.." "-::',:" -..:·.,....-I· ..... , ... ,~ ;-":"".;,;'O-I"'~ -C'C,t,~:,,~ ::It)':-:~.:..)C'" l:,:::,r:: -=.0': ...)f.:)J.. ..... .:.. ..... ;,..,.v ;,;,.l:.;" 

IeveI if '"i t 'i~s 'lowe:i~ '-Will . beqi-rl i11 mid-1986. 'I'h.e _ new contract .Will,,, 
'''I~· ,. ~ ... I -::, .. -'''",'' .• ,., I)""': P" .... ~ ~f-_~I ~ ... : 0' c.:.: ,.: ~ =oc ;~ ~ .: ....... ' , . .: ".~ ;J~2. ·J'C O~.;;)\f~": ~ -;.:..: .:.:.; ~; .... ' ..: _ .... :.. '-'..)~4_ 

in'cIude tne flexibility tor'eceive up' to· 14 .. 000 bbl_/day ,should . 
• '.-~ ..... '-J-"-'-:t-t~i- --..... ---.-- ', .. - --'-Ie /-, ~c :'"'-J~~:O ':')~"':D .)~": .. :':-~:.) (..,~: .. ;'1$ ".:.~z:":": 

coneit'i'ons'-require :L£:' --Thus .. - ~sDG&E" has' ensured that i;t will not nave, 
~ --r ,.·" ~~;.~ .. ~.- ".. ... M, ... _,_~'""' .... ~,"",: ... ;:~_, ..... ~'''·'''''':-'='-~X:l-::C~(; .:0 ~="':':_C\" _~::v.; i,; ~~l..:..."';'·,,·:;"':' 

' an"'-ofl>exce'ss--ifter"19"S3". ,',¥ .-- , .. - ._,A • ~ ... 

t' ... ~ .... "'""'- -"~<-J~'-' __ "":' -~"'.-~.: I"'t'i--"'~C -r,t; c:: . .:2. :.~::oc.~ v_::o ::0 ~~:~ .. ~~ !J .;~ 

- . ,-_. -In 'ade! tion- 'to "the -reduced vol u.-nes unde"r the new HIRI. 

contract, a revised cost basis for the oil supplieQ has been negotiated. 
'!'he co~tract now calls for a "deemed crude slate" to· be used t~ 

-9-.' -.:.- • 
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..... ,-, ""I'" .. 
cool,..,o .rla 

...._ ... '-/", .... " , ..... __ ': .. ::">F~:""'-'~""'''''''- ... ,,~-....... _f";'J_ ...... _,.' ... -".,;..1-,......- "'::~::;C2 

det-e'rnUne" 'the"bas'e cOst-o'f- the"-"resldiia'l- o'fl~suppiied to. SDG&E. The , 
\4-:- ." .... .-'""':'~::~" ~~ t:""; ~"'";:-,: .. , "":'0J-::: ::"~:fl·/t' :J~; ~;"f l.~~':' ~ ~;."):...".~.c;'.~!":7':'::>~..c~ ?::.!,:,~.:",~[,:~~ '.)t .. :-

immediate' e'ffect of'this new cost· basis for the, oil has b,een a reduction 
.,_ ....... _";.~ ___ :- .... __ .-_--_.,--. '1,.,r- ..... ',..... .. ~-. t ......... ', •. -~ _" .?~cl"-::>;,.;·"'\.:.'"\- ~"..~"'").:'~::~')..:.:> .... )::..:>,Ljo~~ 

o-f"approxllnate~y-'$"2:50 ;'pe:!'- barrel':~ - Thus';" SDG&E
'
;-oil"" costs,." which -

-_ .-_ .... _ .... _ -ro-. I··:~.,. __ ,...._,· ,-.- .... '-,..-.. , • .... ~r", '::' :::iOCG 2-r)""·,r£If"¥0=.5~ ~:):::: 0= :::::'C:I 
have be"en--show-already'c'to be c'lear"ly reasonable,. -are~-assuredly so .. 

.: ",~ ~:~:''''\-<f''''', .::~;. 7~._, :,"",,'-C\~::~ 1)::_- ::r·,~:-: .. ,s,-:.r;::~~ '::-~"Y·;·':'. :,)~.:-=c: ;;):::;. ~{=..-:_,.;:~..:..Xr,:~_.,,: 
for the future. SDG&E has calculated the benefit from the reduced 
....... _ .... ,. ~~_.,. ~" ..... _ ... _l·.·_,io''';-t "~~ ... 1-'-";'I L,.....,,~~ ................ ," .• ;...,. .... :.. : .. ~-"'~~.J .... I"'\:: ..... I-~ ",:o.;:~r".!J:;":;':: 'r ..... CC:..:~': 
volumes' and" reVisea . cost ~ basis to- be" $8'0:-" iTtill10n - in-lower fuel costs 

"",.n,.,. \ ..... '_~,:,..- ··,''-v,·'', ·,'.,......,1 .. ·-.,'""\ ...... _ I~''t .. ''·_~ -~-~"..-- ... r"'\~ :,.~ ·"':: .. t- ;;~- .. o=- -:,.~::>~:;."~-:. ;"'~:;":'tI\' 

-than"would have··resulteo.~under·"the-prior-contraet: .. ~- - '.-
.' :.,~ ',.:. : ..... , _ ... ',,~ •. -.""" 1-0._ -:: ..... ··_r .. .-..,.._ .. • ....... ("} -':'t~~ ..... , •• ..,.... ............. t,-... .. .,.' "':",~,:.:;)C? '": 

:::-: ,·,~":,~i~~~~y;::::~P.~~~~1~;~~;,~~~ig#;t~;~;~~.~!~~nt-·1nits sU'P'Ply 
agree:nent:-:'Whi,eh-P%:0:v:1d~,s~o~the::.eori.tl:ae.t.2.:p:d..C.e2.o!20:f11 :to, be eompared, to' 

SDG&:E-' s:~cost;"-of qas;:':(Schediile::G-61~'from SoCal}Oafter m£d-1986·. If 
tbe:.G-6-l:cost;:'of'::gas'::i;s;.:iess~than':the":coritract .formuia':pr:!?ceoof;:;ol?:r::i:::­

S:DG&E:W±lJ:' be':requ±red to::·take::Jonly.::m:Ln:i:mUm=c6D:~raetCVol~e:SOfromC, 2"::;; 

HI!U, if they:.are offered":at thevI:ower Qas::':price..:'':-: .;'If~HIRr.Gehoo·ses~,;':~·y:: 

not to:offer··:6i:tcat·>the~:Iower Qass:price';';;5.0G&E":.;nJ:l =be.7free:"to..cQ-o :s'?::. 
to-·thec, spot-:market;-if~:'oiJ: ccan'''be obtiiried;!t'here=for 8J:essr:than t'l:ier::.:::::::. () 

• "·'-·(:ontract.::pr±ee.· ':ori1yc.if:H'IRJ:$.refusesC:to:prov1de~-:,o:i:):'::at the.r:lower/x::~~~-: 
Qas pr:i:ce=and:.:tl'ie spot rnar)c:et":price~1S Qre'at:er:Ctbari·":the,;:ontra~ ;:~.::;-;=­

price , ''Would~'SDG&E order':-::Cts cm:l:n:Lmumc~vol'Uni:es of ~o!=I at'=t1ieccon:tr~ct:-:::') 
rate;;:.<:The:;'record:;should·-:oe ~c-);ear-::t'ha't=tb.e;:reduCed voltim'es..i:and:O!oWe"r':7".L 

price-::formula:"that have ·:been -:neQot1iat'eQ ':1nto, t1'ie '-new con'tx-act wiLt·n·... ::..:. 
BIRI are :the ;rI\i'nimum""'~nef i ts ~~wh£·ch:wi-J:lr. :::accrue?wlder that" new'::;-cont:rae1:. 
!~ ~··~in:the :'future; ':·the;-'~G-6-I ":ra:t'e to :::SD(;&E =J:'sc!'Qwer =tllan::tne ~:C'ontr~et'c') 
price, :::additional;)Sav:Cngs';'wil'i-'::a:c:cru:e; ~y:.s :.":',):: ;:.:::"::.7:::':' ~~~o..: :;:,-=.~:,:: ":'::'0 b::;:; 

, . - ,:, - .:.;:. :'SDG&"E~is. arso;.;pur'su~nq<:a ;;renegot:iat"'!Qn: ":0£:2the Tesoro, 
contract;:::'-CUrrent'::expe:ct'at:Lons:'are, that·-:tb~-:contra'.ct'C"J:"-eve'tlwnl)~b.-'::" 

neqotiated downward from 15,000 bbl~/day to 12,500 bbl~/day - a 
reduction of 2,500 bbl./day - by rollinQ barrels into future years. 

This reduction will be at no cost to the ratepayer and will not cause 
----"-:uture-vo11llrles-of-o1"'l-S'o:ppJ:y-to-exc'e·ed-expe'ct'ed""""req'llfieme'n't"s • Th"e­

?enefi t which will accrue ::f'J :tll~ ~i.iep·ay~iCi£f ::.gii;:;rieg5tratfgg'1i;~ ~ 
successful amounts to $19 million in lower fuel eosts • 

• _.:-:10-
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SDG&E maintains that it has re,sponded a9Qressi vely: to. , 
j~.:""" .. :" \' ~:.:.:: 0= '::>~> .. ' ~~cc~:.~~.;:, _:0 .,.;::\;:.~;'...:::."~~~-: ~>~'-::r ~v :;;::0:1 .j~'.-!....':; ~ .. ': .. ':" ~_'':~_.r.':~~':~:.I';; 

the cban.9inq circumstances _ inc~U~~?9 .. ~atl:er ~;!-?:... C;,~s ~~,pp;r.y,. Pl'> , ___ , . ........ _ ... _ .. , .. ~.c_ - __ ",........~ ..... ,,...,,.., "".-\ r·:~-.J_ -o;! \''''~'''- _"C::,) ~~():: .?_ ...... _c "",:..J.,_._.~.""", 0 .... ..; .... .:::.,_~.~., ... 
Y ma'kl.ng -~"igU1fican~ .. , ree~#;~ns ~n~ its. oil supply" ~o,n~r,~cts ~~ ~:!-l?-,imal 

:'. -'.: ~ .• --." .~;: ::-..:()~ .... ..:C' ::. I ..;., ".". ;l. ,,("'~ . ~"':.Io.,):-: .... " _ '_"''': ":.I:'~C ........ .lC": \,0' \.,. • ~ I.... "...;.., -:." ~I .c ... _XW _~ ~ ''P-~~ .... V 
cost to the ratepayers. SDG&E I S actions to improve oil contract, . 

_\." ""~'''''.''\_~''''''-'~ .,,-r ("'".'""~"'''-,,,,,,,,\,,.,.,":'''''-~: .... ,··r· -. (OJ;"" i""'I-; "*1 .. r;.;;,. • ..,~-..;..~ ~,.:v:-::-....: :~~::/.:::.,C ~"l~; ... 
flexibill. ty -~d.-price' have" assured- that-the tht-eat ~ of an excess o,il _ 

,"~:<:':..: >"',";. ~">~":":,~ .;~::-~: :.~ ~·· .. ",~~~c ':.~~ .. ~ :>":::7.c..:- :..r:;...l..:'~,:) ;.:.:..sr .. ~ .. ·>Ol.c. • ~:'i-;'''';;':'''; _ ~')r, ~ ~o:: 
supply situation after 1983 is negated ... SDG&E submitS. that. its actions 

~': .... :. ,J.:: .> .:.~-. -:~:\.""":"':' .. .:-:c· ... ",,:\')...:..,.~-~ '~~ :I~::.'_ ":'.""::' C·':- ~~...:~..:~c ~: .. ~C·:J "')">~.:"::"'\i"~ ..... ~"":,, ':)~ .. l..- ~~,:.·;"'''':''_C.·\l 

witherespect to its fuel oil contracts have produced excellent results • 
• :::-.'~.-:~'::()~ -:Cr"':-~ r:.,~,::' -:~');)~"': ~:)::_:':~0~ ()"'v't.:" .,;;_:...t· ... l""- : ... "~:.~ 

c. s:>G&E r s estimates of' underli£t" ,charges and oil sale 
,- .. ,-. -,.~~.:: ::.:: .7'·-losses:'::for:the-forecast-per1oO:;a.'re,reasonable and 

.. ,. - .. -- ". ,-;:- $houl.d~· cQnj:.1n:u.e~t9:; ... be- reeov:red .. through its,..'~EC~Ct~'::')~,-:;::,.c . 

. - ... :: _-F.~:t; 1;~e·..::forecast pe:r::iod;._SDG&-Et>est±mates its:·underlift·.:2. 

c~:r;;~s::1;O,}:.o~al;,:.~2,,,:0 .. 3~, 090":and::.its=-losses:::on:fuel:::011:::sales~tocequaJ::: 
~ . . 

$l5, 000 ,.000 ..... " .. $DG&E~maintai%ls-;:that .. ther,s~affj.' after-,independent::,:oc2, 
• -_ -.~ _ •• - -.. _ ~ -. .. • II - • -- .t-' 

review"",has-adopted..,.thesecosts ... -However,. during,)the February 22,:;-:::::: 
.' "'-.- - ._' - .... ,,_... -....... - . ' .. 

1982 hearin(J ,._staff .:appl.ied,:only.:>Z~2ths of·".1ts f:,prey-iously-:adopted ::<>:-: ....,... ..... ~ .". , 

• 

esti."nat.~ or.- :-'.'!-.he ~:basis ::that;-::tbe ~=:i:s now:-.,proposed;,to-)cov,er:;a-::sevell-o:::- • 
rathe:: ,~~ tll~ ~;i~z:.a;~Yv~~~t~%!l'P~a:;~<:1')~2:a!~~'t~; p~~~ •. ~~.?~~9;~~:-~ha 
this posl.t.ioI;~s:-:inappropr,iate~ .::::uel.::o:~l~sales, ha~e al"Way;s:;.beeD::~ :::;:.~ 

est~t.ed ;;.to ';.. occur, ±nothe la.t:ter.·.:PO:r.t1on;;:of,:::the.~~ per±od.,:;,:,::.:The, :)~;.-:c: 

~~un:t;.,ot;. ,~il ~,t(). .:be, sold :..-llas ~:;not :decre,ased ~ ,)and ::..SDG&E~pr.oj;ects:that::::;:: 

it wi~ll:,.: in,::f;ac,t~ bav:e":,to ::;sell'::mor:~.r:-pThe::estimate of;-:'the.closs:per.:-::.~ 

. :.b~::e:l':':ltha.~ will· ~.;;i:nc:w::r.ed:::.fr,om . ..;this (.sal,e J::ha.s: c-oeen;:o:c:onf:irmed ::;by : ;:::~l 

Cotl..S:~~~ts ,~x:eta.ined -:by,'cSDG&E -:;.:Soq.&,E, submi ts_that:i ts-:,und-erl.:i:ft::charQe 

anc. oil sale loss esti."nates are reas~nab:l:e.;:and'~hould.:be:cadopte<i. ~,::,,:-::~ 
::.:;:,~.'.':: 'J:: :SD:G:&E:::has,..:.pr.~~ :::.t<?,~,ont:~ue'2.to: t:eco:vel::co·il sale loss 

and, unde::l.if:t,,,expen.se.s ;-:throuqh :;:the ECAC ;;:bal,ancinq:;:acc:o:unt:.::ratberzt'h=.'!> 

::-., - .~..:,::'\\ .. ~,:..": :":'2,:': 0:: "~L--':/\ .• ':"cd C'I)(j \ cr ::':0'":: ~~.c,'\ .• ,'::--•• to'::' b~j's~=o~!)t: . 
~,_~-,'~ •• !' ........ r' .... "'::.. • ___ ~ ~~~,.) __ •• ~ • ....l - .. -,. • .,.~.,." ""r': ..... v""b\ :,..: . ..1 "OG2 ;: :-·0 ::o.:::..:.:bo .... ..................... \ _ ......... __ ... -./~ ...... _ .", ... _. _ .... __ ,::, .. ___ ..1.0 __ Y .. _ ........ ~ ........... '-' ,_ ' ..... 
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• 
: .":.; -thr.ou9h.~ .:the.: AER.::;,::: T.he.5e~ -reasons re.vol v~ .around the: .£~et.:: tha.t the[ .;)":':,\.:: 

I 

est~"'l\a~e:,:of::,"Yo'lumes: to: be: so,ld= c:an.:. be:'s1gnif:icantl'Y:va:ffected~<by.: sueb.~ 
_: factors::: as' ~a.ther:-;:J:natttra1.~as,:.'a.v.a:l..:labl:lity ,:'! andJ:purcha.s:e.':q?ower ::',)C":: 

av:ai1'abi-l:i~y .. -::' :In: :ad.d.1. ti'on.,:: adoptd:on: :of::: the:: :sped.£:i;~'amoUnt ... for--".under­

.. : :li£t:s and:-:. sa"l:es los:ses-; eou-lcb weaken SDG&E"! S'1-negot\.atinq.:J pOsj. t:l:on,;: asd 

it seeks-~:to:::dd..'Spose:.o£):thi$')oi-J:;;,:o·1'he ,annual::·)revi-ew.in the.o.<ECAC :::.:.:;: ..... 

. :proce<lur'e: enSureS:- that::on1."y::.re:a:so'nabJ:-e~ costs.: w::l.:l'l be:-:passed.--: on: :to-=: -:: :.::­

the ·::ratepayet"· ... and·Xthat~ no·.::party2w-XJ::l :receive~ a-:windfal.l. Treatment 

of oil: sa:te~"I..osses~ ~and:":unQ'erY.fftS= in =,tlieOA,ER 2:w:1;:J,.<l) be~:more':'~'Ppropr±ate 
'. once the-:.e.ur:rent -situa.tion~'in ,wM'ch:.:SDG&E: and)..:.th~rO;the-.l:tt:tJ:.t;1:l1ti-e-s~C'::C5 

. ,_=- ::.:.'::: d~~"""SDG&-E:: sJpropose&fuel·.'oi-l:-:invell.tory-'level,S.: ;''::::::'J-: :":".:.' .. ' 
, ....... " •• ' 0_ _ _ are re~sonable for the forecast period.' '. r • -: " " r 1:)- _ r;: 
~.' ____ ...... ~ __ '"' _ ...... _______ ... _ .... _._-. ..... , .• ~ .. _____ --- _"._ .. , .......... __ .... __ ...... __ .J...-.\.;....:,._ .... ...:._ .""'0 ____ 

___" ',~ c.~S~.&,~.propos~s:-:to c.ar~_a,n invent~ry of ,3,22,O,,opO';.,baJ::re1s 
__ •. _ .~_ ... _~ _ ...... __ , '_. ___ -' ~~ __ .; •• \.~_..._ __ ...... ..,. .. ~i..,I .... __ ........ _ ....... c.., ~ ...... .;)_ .".I __ t.-- ... ,~ .. 

du~inc; ~he_. f9r,e,e,as:t_, ~ ~r,i,o~ ~_ " ~he, .l.eyel.,- ~f""l iny~n~Rry proP9s~_ b~,., •. 
.. _.J' ................. •.• _ ~_''''_, ..• ',._' ___ ..... _._ ~_r' ........ _ .• _ .... , _.:..J .... ' ... _"" J .... _ .... ...,J I'-'._."~''''''_''''''''~ ~ ... o.; _ ... __ '._v ... · .......... " 

• SDGf;~,) t:~~~y.::e:c?~f::e.~:.:,~~;:~:~e~i:.:~:::~,~:,: ?f.~l~~~~,\.~y~:~~~a~e~ ~~; f:'e~s-:o 
;"":':~,?-l.:s.'pp~q:o~~,f~~#;~!!'}. .... o~~~ ~e::~·~t.;-2--S~.:;-e~~m:~~::J'~~~,:l:o 

_of~ o,i1, _in ... inyentory miqh:t ... b,e. clos~,~ ;t.o;.., 2,1,5,00 .. OpO barre,ls ,.~.t?e ~alysis .. ~ ... :..,... __ .• _~_:~_.I._"',. ,.,;.;,v{ .... )"".,;, 'III_l"",,:_, __ ,_.'v_C .• t; . .;..~ ' ....... ¥\ :~'-'.~ ....... \;'t ... _ ......... _-v _u ..... W'.~ __ .... _ •• _ ..... 

: .. ~.,e~~~?t~ ,~:r.:~£i~~.:~~.~l.~~:-:~o.~i~ .~?d~:t?~~t.::?~0~E·90=~a:f.~~sb;?c·~:~;;~~;~eo 

• 

in i,nv:entory .. _.i,n.., ord,er_,to_a~~ieye~.the ... e.~,o~omi~· opti~za~io~"o,f ~he ....... . 
...... ~,..:_ .. ___ .. __ ., .... _ ..;..· ... '_."'.~·'·Mo" ...... · __ \_~ ........ _4..,.l..,J~ _" ..... '_ .... .J-;.J ..:-_ ... ...J,,"",", .; ....... ~ ...... -.,;v:..J~ ... , v_ .. , .. ..... 

fuel mix.· Economicc,op~,~~za~iO~ .,ref,er,sr. ~p'.,. :t~~_dec.is,i~n_:to' rnake~"f:ull .. .... _\."~ .. ,' .. :J. __ I...w ......... v_, ... ..J ___ )., ........ ~ .......... __ "'~_ ... u '::!' ........ _ .... ,..,:> ....... ~_ .... )4 .. __ '" 

use of all lower cost sources of enerqy before using ~r~s~dual fuel 
to . qenerate electricity.. In addition,/, SDG&-E'·s. _analy,'ti~,H con;iders 

_.'""": .• _ .... ~.\..f ~ .. :.:.~ ..... _ ~ ...... I_.~_.!..,._·-,C'c • ...;.:..: .... ··_j ... :,..,_u~:_~:+ ... ,~I~';' ..... :.;~.I,~ ":").1"..,,1\,:.t;" • ..!.; 

the_~o.s~~o.f_d.i.s.p_o.s.in.q,'::~o.£:::.e.x~.e:s.s::..~o.l.un:t~t:,.o.f.2o.1:l,;.:f) S:.t.o.~age costs are 
.:--: 'approxima~ely.:;..$.8.-.; 00.: per:": barre-l::,c;:whi!eot.hef;,onlyvotherz option still 

availal:>le?~o SPG&E is': to.: sell oll~a.t:-approximately::a:.~l,s*.;.'OO::a.~barre-lo 

los~::. -: Gi.ven.-.thes~ choi-ces.;:-: iu,::!:SS clearlY="': reasona-bie:; to~ propose~ -storage 

of exces's .. ~:volUI:l.e:s~~of. oil-:to tbe"enentqpo:ssi'~l~ ':':'::;-:3:;: ':~:;;.!::-c:o ;:~, ::.:. 

.. -: : ,,,": .. : ::':' '"::. c' .: :: ':, In':"~con.tras.t')~o "SDG&~· s:: propo sal' ....... .tbe~ sta£f.:)h~;s;;:,su.qqested. 

. ':. ,:that. ~only 1,500,OOOcl:laJ:t~ls,:of;;residtlal fueJ: ~ofr::need .to :be:-:car:tieO :i:n::.illventory..:;::. 
stG&E criticizes the staff proposal as based on the assertion that a proper 

• ,i, 

-S':-l2-



A_60865 ALJ/ec /vdl/jll * 

• 
level> of .011: in.ventory .f.or:-TatemaJanq purposes:::.:~ be. ;erJ:ti:rely::d:i:fferent 
tha:c.:.~, a·.,:-pruden.t':: ·opera-tiona).;. .l'~e ):jc: and:: tha:t~~ there~ 1·s:',.;:.:t.heref:ore:,!:·;no;:::: So 

need to·; c:ons1der:.SDG&EI! s, ·s.uppl~c:ontraet~ .:.:.:. ".'Che5 ;Comrn:l:s:sl:on ':SZ pret'.erred 
.. approa-eh:: wo'lld-: .cons':l.der::sucll: £ac:tor~ ~ .abnormal,::),wea1:.ber~, ,,:.:g..a..s.: <a.v~.l:~ 

c11i.ty.#.:- and:: eontrac::t:.:::,'provj,~on:s~ .amonq""" other.:; thinqs.: :::~e~ sta'f:£ :proposal, 
which j,S:based on 'recorded..:~·,burn ·jJlforma.t1on.:and:,doesor:,o.ot,;) cons:J.:der:; :::! 

current';opera.:tional rea:li.t.1es:-... 1.:..:;~:SDG&E!..,:~,.'·t:' e:l •• r:ly.) 1na~t ... 
. "",'- - ,. -"" . :.BY:: contrast";';:.StG&E a.tgues·~a~::its:proposed~inv~n~ry).lev.el ';,~:..' 

cocsiders::the--_·fac:torS' d~~rtant by; the:CormIissiQn~::~It7! •• t1mat~~::;t1;1!~ ::(~ 

abn~rmaX' .:weather :c'on<i:i:t:1ons. :i:n.,cther: £ormof 0( a,.') cool.=or ,c:O'J:d':.Win.ter ~ .. ' 

as they have in the past, occur approximately!.2.0-xorf'"i'.the'.r:t::ime.::;ano;:.::.:: 

will result in.: no,~ P-'S-:(Ja52·ce1nq':ava;il·able:>tocSDG&-E:.!'s.')tp'owerO plants • 
..... , ...... ~-~,,- ...... " .. -, ...... } ..... -~ \~~-...... -...,~ .·.'~,.,-:r;. .... ('"', .. ,':·~A .... I'\ .... r. 

For reliability-purposes'~' 'the""~l:evel'::-of:~j:nventorrent'erin9 the winter 

' ... should:b~' '2:8' t;~.'9-:'~iii~n barrel'S: CWith::>thl.~ql~~~Ij}:~of oil in in-
• ~ -- "-""", -, ..... ,_ ..... , - - OJ "_I'- - -"'~."""'" ~ .... '" r, ,.. f'~~ ",:' ,- .~I"';""" :""'("t .... -l· .. ~r: <:'''':.~ -"':'"",.. ~ .... "\....,~~.. 0-"..... ~",. .. - ... c... 

ventory' at'" the "beQ"inn'ing- of' the~' winter' period,: "reqU'i'rements "in 'a" ·cOo1. 

:~~;f~~~~~~=Z~Z~::;:t::~;:~~~~:~;:: .. ' 
. ' ... _,~ , ...... ~, "'"' ~,'Or __ ,_ ... : f· .. 1, ..... 1", .... ,':": """ f ..... - ~f..-'I.-'~~ .... 1 ",r _...r~:..,_ 't""'~-·-I"', ..... ~;. ~ ... r;.~ ":',.~ 

'winter leyel' o£~o'il in~ inventory w~ .. :s"'appropr·ia-ee."·SIX;&'E 'ma:inta'ins"·that""lt 

d~~6~s't~rt'ed~that:''it:~s:i~~-S:sibi~t'~; t~keOthi~:'r:el~~~~~1tir ):.iqUi~ment 
.' .. ,..." _ - .. """ _. __ ........ ;' _ L ........ _,_........ ..... '. _"", _,,,",,-,,~'I r,,..,p.... ..~" ,. .. \ -. , ..... _j ,u, .............. -/t', 7-_(,:_ -:. .~r.~ .... "'f"t. ?,_ '.. ~:1-

ir.to' account- arid-'st'ill ac:bl:eve' st'a.'ff' s~ r'ec·ornmend·ed.- iriventoq"'l:eve'l ..... 
witb~ut:':inc:Urr'inq'~ a;""cinr~~s'O;abi~:iev'e'l": ~?~xp~~e:':~o~o:-z . ;-:.;:"7 .: Q!::: 

""",". ,.,: .•. ~-., ............ \- ~-', .. ' •• ·,--':.. .. ~l-' ..... -'"I ..... ~I'¥~ ... '\.t", .. ~i~·-.-~'·,-..,.·. _ ... )_ .... -r·,·,c t "'':'.- ':'"40>0 f+·-.lr"f' 
-.~- 2~~"'-~ta.ff ':''''''''''-<''- , ... ""' ... ~" ....... ~--." ..... _ .... 1_-.,)...,. ... .-J\,..,4A ~.~.-""-' ... ,_,n - -_ •• j - ... ~~~,"-

....... (' :. ~~, .... - _ .... - ~ '" ,. ."' _.. .~. I ... ~ •. .., -.(-ro;. .....,- ....... ~ ..... ;. ,'" ._.-- "'1" -. :.. _ :~ _ .. ~ ,." ... -, "",'" .,...._1·, _,..~_ ,...-
.. . - -. , ... ~ a .. ·- - SDG&E . has~ not:·· conduct.'ed'" i t'S- opera t'i:ons~ '1nv an" opt-imal-'-
~ '~.;· ... :::··mannet during-·the-'J2,as'1;';-reyi'e.Y·Wi·od ;::'~..., ..... ~ .. ::-: ~~ .. ~~.~) "'.J:-:: 

- .: -.-: ~- :-'.:; -~: Staff .... reviewed~)SDG&E.!·s' ... ·performances: 1n2 xnanaqiug".;:i.t$J'enerqy 

operations: £rom~,Ja.nuary::,:J:.;.>:19g.0DtocJUne 30~,::-~ 1$:81~': ~.e,;s'e4 ('Q..pon.:d..t.s.::.Z,V.5 

, - analysis,;-::staff:' c:o:C.c~udes:~,tbat-::.SDG·&E;~ bas':' nct:Yc:onduc:ted.":" j. ts:) 'ope rat:ions 

in an optimal manner over.: tbe;::p:ast.::-reV'1.ew period .:0 Wh:i:le.::staf:f·:-:!.:s.:' :;0 
;..~not·:'recommend':l.ng:the:-:disa.llowan'ce.· ofl., 'any specU'1e:::(.5:cm:s: enterea in the 

E:CAC~ ;account as.: -:a..:;res.u!t :o.f·;:SDG&E',":S; S:ucs.ta:%icfard:': pe:rfoOrmance": $·t:a:£f Cdoe 5 

-~':-13- • 
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recommend =tha.t .::the ::Commi:s:s:ion '~~ace':sDG&E ;:on:' ':no:t:C.e'e '::t'h~ t,!.ceent:inue&' ::2.":: 

resu'l"ts s!ml;lar..:. to :t.bose =0£.0 ::the. ~past: pe;ri'¢d ;witt. ~e:Su'l t':'::i~:'~ :,:pena.'Ity:: 
',' 

in tbe·.nature'.:::of·:a -:d~l:towance .:o£;;a.cport::r'on:.:o:f'!.tn~-::Ce'que~ft,~~rqy::; 

expense:in the<next :.A%mU'a.'l :Rev:i:ew. ~CAC,?:' ':'I'be: Cba"$i-s ~for:Ct1tis~ .::recom:. .... o l:: 
mendat±on':"j;s -:the:.er--remely :wj;de ":va!:'i"abi':J;i;ty cbetween. ';SDG&E''':& resource' ~ 
m±x.:forecasts ;-.anCi'-~f.ue-l;>:Oi;l :'su'Pply con£raet:s:':and'>:SD~~$ 2i-eYual . ~o..t-::'f...C: 
requirementS';;" ,othe' .::cont:tn'1l'1nq ;:tarqe: :(:t1;'..s:crepaney);:!mpOse~ :a'dd1:.tr-ol'£a'J. ~ = ;. 
eosts oli~-the ratepayer .:and' stlG&:~'"as ::~::1.who:):e:. :;'~SDc;&:E'l s1iou1<l:I'be:.: ~ ~::~,~;:: 

stronq~y :~eneourag,ed):.to :.improve. -'l;ts: cperf.ormciriee) :i:n) .:tll1's) =ar'ea'.:for';'Cthe:' ,,::: 
bene£i"t·~o£":SOG&E :and-:'i.ts .:ra.tepay.ers;...:-':-: f.or:c.:w.b).":C'h~cPu:rpos;e:.:t:be;.':',.7: .:-:-::: ;: c 

.poten.uu penal.."ty :j;s~-:proposed-,~=o7!('!;: c::; ;:::;":;J'.:,C: Z>:,;;)C2 • :::o!;."::"::c~ ''':- ':c:-:;.::;:: 

:~.::;: . .:. =- ':':..: ::'! "Staf'f) ..re£terat.eS~ Ctbe: .weJ:J;..;kri"own7 .po!n:t:'· t1:iat: $IiG&"\r:':::('s r.::- :. 'oN 

hea.V'.i~y::dePendent-.:on ::resid~ fue:l·::oi."'l :for':!:e:!ectr.:fo:::qen.erat:j;on:,::oo :';'':.~ 

accountin9 for over 50X of its generatiori)':du:r:i"tiq:ct;'he :'rev1eW'~perj!'Od)V0:::' 

beq.:i;nni'll<;f- -:January:. J;;,;' l~S'O;;..' ',' : 'I'here:fore!p:s.ta£fxf.:lndS)\i.t .... (.c9;oubly important 

that: ':SDG&l:.::t:ake; t.be)(opport\mi~ty. 'to:::.t)Urn'";.:eheaper~ natU:ra·l~ qa"& in':' ~p1.:ace: ~.' 

of fuel';oir wbenever; Po'S:Si-bJ:e::c>~owever:, =t::he-: !rec'ord.::i'n:...:.thif.s:ccaset :: r;;:::­

.demonstrates:- tilat''SI)G&r:':s ::O;i;l--: ~$uppl~'-eont2':a;ct:s:~nd:: ~i't'sJ met-bOd? Of.'~..:.:': 0"-

foreca.:S:tinq::uatur.a·l,,;.qas:.avail:abtl'i"ty:Jlave~:operat,.ed;tto::r.:rm'it: the::!uwv~':, 

of:.:n.atural ~qa:s:.by\rsoG&Z-:'~d-;to~rem~e11 fncreaseocEC'A~·'r'ates:~.: ',"!:J.-::: 

In ::s.rppOrt:' o£ :i'ts::con:el-uSi;on.-:2 sta~~:pre:sen:teQ.:.f$~::t:st'or:icaJ.C per's.pecii:ve 
O.t·~t.~ ••• . ' n 1¥'<7" pe"'atol'o'l"l'~''''''-'''''"\~ ".,,,,, ,,'':'.~,"\,-'" ~'"' ~ ..... :,-"" ... ,.,.. ...... "' ........ ,,~,' .• , ... -·~;;;,,··S ~e er~.t1.J 0 ......... ~_- ... "",-- -- ................ .lVI'..,., ....... 'C .. -'- ..., ................. '."1 ......... ,-', ........... ~." ' .... H ......... " 

~~-::.::'c: ;=:: ·,;'·SDG&E :purcha:se'S';lov.: sul"fur.: reSidua:J,:::'::fue'l": oi:1 ~from:·'twO:';:;:: 

refineries; Tesoro in Alaska and HIRI in Hawaii. TheSe:>.p\Xrch'a".ses")': c·:;':) 

.are: ~de:- :under::' ..:J;onq~term:;eOn.tracts::: wlU~clv~r iq:1-n:at:ed'! =1"n:..r'"the early 1970 s. 
At that", t::i."TIe:"a):£ear)~o·~:d±srup~on:~o£:'.;.ehe')~orld:~il-::~ilppJry;.,l".ee:,inany 2~:;? 

to·: :conc1-ude~'t.ha.t,; rong::term,: cs.uppl:y.:: ~contra'ct:s:>''W'eret (es:s:en~i.aJ:':<for ·U~:i:1.1.,t'ies. 

$DGcrE: 'entered:~ =into.: the' two.: ;supplj; <contrac12= :£.or)=l:arq'.e:.t ~ol. urneS: .of-==tSPo-:, 
Eowev.er:; ~in; the: :-i».terveni'nq ~ye:ar:.s:',. 'SDG&Et M75!--rare'ly- requ.i~r'e·~ a'.,s.)'m'll'eh~""" 

- ,? ':'-14-
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LSF~,.:as:.::it;chas-.:;had.:tO:':purC'base,::unde~.sthese..:con.tractsl;::andt'.i"t':ha:s:.,,;,:~~~.-:. 

found, ~tself: .:in· ..:a,~l>O:S i:t:i'Pn ::.-w:he,:::e- i1:: .::has.,.;.had· ctol.::sej,~l cfueJ;, loi:l;! oft:en '.:: ~ 
~ • - - ' ' "'-'1' 

~:t~~,.:19sS;#:, ~-:or~ ~~,ej~ct: :av:ailab;le:.cn-:atw::al ,~q.as;·,,·i:n: ..:ora.,-er :to:cav:oj.d.::ove=--' .::": 

:lowin.Q·. ,AtS: .:s:tot:age ~f.:,apab1:1¢ties . .:".: ~nr,:po±nt :.0£: !"£a;c't";< (.$I>G&.E' .$.'\ls'ba±nea:::> 

j us:~:..~v:.~r.: S;ev:.en)::mi1,1:ion·.;:aol:lar:5:cin: -:oi·l cs:a:le '{J:ooS'.!!Ie.s'":-<lur.±nq ::the:cr.eco·r.d,;,: 

period .. "::.:S.~E ~~i-ma:t~~.~that)=i;f~::i.-t:. h.ad.:.:~o:t ,:s:!l'Cceede&::in.::lleQot-:l:a.1:1nq,:7: 

its .. mOS:,t: :::e;een t; ,~c~n~x:ae:t) :r.e?-u~:iQns. ~w:i1:h ~i-t's! :-s:u.'Pp~ier,S' ~ i. t: :wou-ld:: .::ha.ve­
spent $99.>(m1:1:l,i:o~ mox:e:,:;'n .1~9:S:2: .... and :::l:98$,;:on:. f.uel :oi:l~c~&!~ resul.t. o£'zo~ 

the.·l:ong~term~ .:con:t:::act: de:l·iyerj::es,::;?f: :oil~· .. ·c :Thi:s ~ovi-des:csome y£dea:."! = :.:' 
of the magni:tude::::of;coversuppl.Y which -:.wa:s: '::bu::tl t .Ji:nto!~tb:es:e:8lonQ'-teDt~',::: 

supply contracts. SDG&E began to neQ'otia.te-.~:Crae.t ·.y.ol.-ume: J:"educ:t±ons 

Wi thHIRI:.;:i~ 1:9J.~ and:<.wi th.·-::Iesor.t>·,.in)::1:97:9-...:: .c,-.Add:i.tiona):;;reductions, 

are con:t'inual:1Y:~b:ein9': :d·is:C1.ls:s~ ~~w:een: SDG.&:E: ,:and :i.-ts~ ;s\tPPl:-:i:.er~":'~and\:~ 

: ,-.~. ::7::::::::-:": .:::.:.:::.:.:,Ho~eyeJ::.:,::_t;he:se~;r.ed..uc:t::tons;l:have, ::not: b~.en=~S'Ilf:f:.t:ci:en:t::.t:o,~,c: 

elimin~ te: the:- s:urplus: o:f:<~:i:l-::in-: :S~&:E~' s: :tank.s:.:.c:.(SDG.&-E~ a'c'knowl:ed:q.es ::.:-::; 
that i ts:·.::oil: ~s:u.pplj".)-:5:i:t~a t-i-on .i:s::, ·.not)o<)pt.i1l'la:l:::and: 1:-h.a.t,:the: lra.::z::9e: ::. ;.': ;: I~ 

vol'Ul'ne.5) of,:oil": under.) ;cont;t:a:c.t,: :ha.ve: .p~en.te:d ;~he~:b~'J:'m.1lQ'j of,~a;ad:i.t±ond 

avail,able:' ne.:tux:al, ;gas,.:: ::' 'As~ ~t,ural.: :Q:as~ ci:s: ~s:ti:ll~ .::s;1q.n·i£i"Can t-ly. ;chea-per.: 
tban tSFO,.. . every ·~barrel. ... o£ o1l.-.Durned . ..in. ~pla.ce -:;Of·r..avai-:labl:e .'q8:S:.:meaUS:l 

• ""'~_' .. - --_ ~,...<~ __ ~_ ........ """_ ...... __ ._ ,,- __ ... _ ... _H .... _' ............ ',J\ ... _. ~ . 

add:i:ti-onal: and~ .unneces sary: . .:COs1:s: ~o:- :the-; SDG&:E~ ;;c:a.tepayer;s .:: 0 In! :s:t:a££ ':s:: 

view, the manaqement of SDG&E I soil contr.a¢.sc ~s:-;.a..-v:i~-:.the ~av.anabI~ 

nat~.al~:,ga:s .i.5:, the::key,,:;;ssue: :i;1l.;~the; re:a:50na~b-l-ene:s:s :r.e:v:!:.ew of past 

ener9YJ:o~ra:t·?-ons: .. <: 'II ..:: ':':':J'y\\I.:::~~ ::':: :;;:::-:- -O-t':':' .s,,:z,D':A ::.l 0-:':):;".):' ,,~~,;-:~~l :.~~ 

'. ~: ~ "=: ~~_'" ::.;-~:FUr.:ther:nor:e-... .: ·SDG&-.Et'~s..' ~epea:t~~un~es;.t'i1nation:~of)in·atur.al 
Qas ,e.vail:abili.ty,:, ;bas~ .serv:ed')',to:,:exa:~rba.tec ;.~he: ~eotl:sequences:)rof: a1l';.i =- :1=. 

~ "",. ".. 

'. '.' ,alx:eady ·:troublesome;·c 1-1-: ,_ove3:s~ps:tl~:s1~:Ila.~otl:.-;!;.~ :&x.:i'&-E: cl:a1.1nsl ~t:d::ts);­

pol-:i.cy".: :is:, to: .r~uc~ ~the:~~nta-ge,:of~.re:si-du~' 01-1.:- i1l; :i.tS).£ue-~"'!~:IC2 

whenever~ ... pos·s.i:~le: s;nc:e:. ~LSF,O:' j;s,: :one of~:..the ~most:,·,expen;si..~ fu,el.~:~.:torio:-:: 

electric Q'eneration. 

" . 

• 

• 

• 



• 

• 
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""'. - P ~o ,.t-. ..... o .... " ... ,...~·./ .. 0 
"._. _-.? _ .............. r- ....;.,-~~- =:~'. :w:-;:;,:;-: ()-:~"~. ~.::.~)_",:"".~~ .. - p,,:/W •• - ....... 

"'. '," A .- Eoweyer •. S~~f!::,.7!:~~~s; ~.~!;;:~ ~~J;-::5~ B! ~?~~~E.u~~;use:;~ 
emerges ~from ;the~~ r'ec:~rd-'whi'eh- -indicates that, SOG&E~c:o:c.sj,ste:c.tl.yr ... -o""l <c, 

_ .... '1 .... '.-,' ........ ,:11 •• "':. ',:',::= .:.;' :<:~:.' _.:..~~ .. v .... ,.., ..... w-~ \~ .... ___ ... ~_ .... --- -,I ' .. 

U%lderest1:na~es tb: ~~~~~:~-f".~a~~~~~l 2'~s~J~Y~,~t~:;~o t?:;~~~ with the 
resul t: th~.t"' SoG&E-:Can 'incl'ude'" within 1 ts '. proj ected .reso·urce mix'8morec,:-, 

, ., "_ ..- . _' _ ...... t~j~.:: .:.:. ~.: :.):.~.: • ..:c_ ....... "':"'. _ .:. __ ' ..... .,..J._ ~.~ ... ,,- .. -.Ie '", 

of the·:·"excess 'o'11"'whf6'h would otherwise 1:lave ... been",displaced(,bY2 :::,.--:'.\ 
'" ",-_'" .... "" "",,.J. ", ... ,_.: .. ::h ..... ~~ '-:~";" ~=,r" ..... ~ ... "::: =v ... ,. v .. t __ :,;,) •• '-'- _ ....... " ..... ~ 

natural"qas"";Lf SDG&E~were not bound by lts lonq,,:,term,contracts"t':'.):::':::02 
~~ • ..' 'r"'" ~ ... ..o, •• ,...". 'v..; ,~V .... I_ ....... W __ .c,,~ , 

SDG&::'C~~~~~~:>~~:'~,~~~"D~a:~~~~~.~,~,~';~~:~~:i~~~~:.:h~~~~~~Z;;So~.i~~e~tly.:;,c. 
low for'tbe"!ast -four or five years., Part -of,,,,,this.must,~l:>e,..a.t,tr·i:butedC' 

I" .. ~", ... ~"'~ .• '''', __ '_ •• ~ "~:::f-:'-.=-,,:,~)?::r~' .. ~,.: .. ': ..... ,.? ":;''''_:'' _ ... _ ~ ... - -. iJ~-'~'~ .. ' • .. 

to the",'fact-tbat' "'unexpecte,dly lat:.qe v:,ol.umes.o:f. na.t~a~ .. :.:qas. :.:ha~e::)~.:.rC' ::c 
_ ._ : .... ',' •• __ ", ".' ....... .. I ..... :.. _ /I., ~ _.:..:: ~ .;.:- ~ j --L. .... ~ :: _ , ... :"" ::' ..... _,', • "" "+ _ ... 01 .... ,\ ...... ~, .. 

appeared' 'on~tbe' ~marke:t --as. (Jas· _d~c.on:t:rol. be9~ w~o .,l'tlak~~,t-s:e-lf.J:feJ!t;.. t:-: ::. 
....... • •• ~-I. --- ". " V •• -'.1,.1, ' ..••• 'O, " .",' - - ... -

On "the' "oth-er 'hand'~' SOG&'i;" ·in(iic~te.s tha:t. it .. baSr .no~:f.e:l:t :certa'ilr erll.:)uQ.}t: 
,._- • ....,,,. ... , <M "_.',, ....... I·', ' ... ~'J .... J ..... ,., •• : .... \.: .. ,..~,"_. '"'""",~ ... ,,, ._ ...... :;;,: .. ,.".,....,.,.,,,,. .. • 

of "tne forecasts '-of' additional ~at.ural gas. to, ,J:ely _on. .them. ,:and·.,has~ .-: r,;: 
,.: ...... .-.,_, ••. :_, I-,_~" -.._, ....... ";: .." ..;~- ..• ) __ \.... ... :J~~~J:, .. ....:, :~.ft'· ..... "", ___ '4.,.." ". -'i;.; .......................... ,...... ' -

tbuS"'ende'c3, up~\,.;.th sUr.plUs LSFO. when,-the .. forecas.ts .. turned. ou'tl to-sco:;:)C 
~~ .. ,.., ...... _ ..... ' ........ ~,- , ..... ,- .... "'" ,.., ............... _y 1Io",';'-.I,,-_ .. ~_ '~-'-"+""'- .- .. -~ ".- .......... 

be ·~,~~r~~~;_: _. ~~~i-(f~ ·:c.?'n.~ii1c:i~,~~ ~~~~~ ::~?:,e:~~: ~~s:- ~ >~~J.o~ ,p;.~~l~~,=1.n: tbe:.: ::.,~, 
reli"abfl-:Lty of··"sriG&E's'-g.'as"::a;a-:l"l.abi.li:ty .. forecas:ts_ 0-0 C;,- .":.s:Jc::: ;7;0-:::: 

_" __ ~, ,. .c .. __ ~ _' ..... """, " \/ ,+' .:;,", . .::' '. ' .• j,-.: .. _ ... ~ ~¥...... _ ~ ..... ~ .. ''''' ___ . __ ..../ .... - - ~ 

-'- ... '. ~-'-It 'appears t,~ _st~£. tba:t ~G&E~.manaqe·s" ·i·t·s ,,£uer~;xniiC?,: ~!':,~ 
~"", .... ~- __ -.-' ... -.·.' ...... ~v'·.,..,. ....... '"': ..... ;_ ~:, .. ,,:.,.i... ,.i ... .., \,.,"-? ....... 1- ......... __ ........... t\:.,. __ ... _ . 

to accomrriOdat-e~the- exces-~ive .. amo:un:t.s. of .f.uel..oU. ,under_ cO.tlt::a~~::c.s --:c 
_ .... _ ...... ~:--_, ...... ~~..- .. (\_- ,,~- "j'~:'''):'~~)~ ~....-"~~ ,:...; ~~ .. · __ 'I ... '_ ....... -''..,It ..... -..J ..... -.,.,., .. _ ... _ ........ - --"'--, 

. 'r~~~~~~,·tP~- f~c~~~.Z~,.,.!=-b.:"J:~~=:~~~,c~.7~~~~(:::fJ~~.:~c-'!~ ~pe~~~as,t:s ::.: 
'are-not an" ,issue and··sDG&,E~know:s_.more._.qas-"is.~av.ailable,_ .!;" :-:=:.w 2':~':-:'::;C 

.~.-;:' ,.,.. .~'tr- .. ;.,:::~~=.';~I:: ~} .... _ :.;". .... _ ., ... ,~_. _....:. ... ~ __ ... ", ... ___ T t·,:· ......... • ... - ......... - .. ,.J r :: .. ~:.::-:~:;;,'::"-; =~. ~~t.;~~~~.f.:J.J?~,>:'.~O ~~ l;~~q,~~~. aJ:;.~:r:J.lumi~til?-c:c;. "~;::::: 
in thJ.s, reqard. While SDG&E's total. gene.ra:t1.o,n ... of ..... elec:tr.1city ~..as :::c-:: 

....... ~ ... ' .--:- ..... ". '-:',"-;:,-?' r ..... ", .. ,;":.r"7':O':.Cr:-:C.::' .. \' .. ..:..~.,~:~ . ..I..""' .. ,:,..., .. 1".--..' •• """ ... -"-J • .., ..... __ ,---

comParabJ:e~ '£:{ botn" tbese- four-month' winter pe,r.iQds" (Nov:ember ... , t:o, .. ~.:vc-::~ 
February), in 1980-8,l t~~¥'~~~~ a~~~~~i~~t~iy::so.O:·~i~~~~~~~ h~~s Qf . 

• "., .~ ,"'" ,. __ ,._ .. ,... ........... , .... ~ .... :...,~ ,...~ I .:~":'T,I'-..~,.; (/_ \ ..... ~_ .......... }_'_.." _:..J • .. eo!,,: ,-+ .... 

addi tio:c.a!' purcba:sed- Power available to SDG&E, wh1ch",it accepted... - , ...... , . '. 
,.. .......... ,. r

l
'.:- .... ,... .... c-.+ ;""'\~·' .. :.\~O'::-:'-"'~':':"':": = .. -:,,).:.,.;.,.:., ... :..:~.:~:> ,_, ... "'y.)u_, .... ' .. - - - - •.. : .. ,,- ~."" ...... 

30wever;-' to make reom··for' this, additional pO)'ler ",,:,.SD,G&E did not. reduce,,::::', 
_ ....... ,_~ .. c~ !~,...:_~ ..... \ ..... ~ ... __ ..... "-. r":;. ....... :7 .~.',,:, . ..:=::~..:: ~,...;.. ;::..) .. ,,_ ..... ___ ,-".- __ .. .,J,:/ _.-.,,_..J..I~ , 

its LSFO "'qeneratiori .~ in: -s'pi te of the fact that oil is supposed to, be 

the swinq fuel. Instead,. SDG&E rejected natural qas~ and redu<:,ed 
-----its-qa·s-burn-fr·om-t1ieJ:evel-of :the previous I'w:l.nte:c:,; 'lane. actually" t',": 

:"'.'~::: :-::':l-~:';'i '~'~.7 ":<:.,:::.:...: \.:,..:. ;.)\}\O .... -:~'''''' ~_ ~, .... ~·,_Iw:': ... _j ... _ .... ---'-::.;.,;;:- '\~"~' 

burne.d ·more ... fuel. <,:0j;l.cthan,;:i.~~t:he.c:];'9-'7-9--aO.::Jper.1:od';; ::..::rn -:':'e£.f-e'ct,\ .... S:OG&E: 
"':::"'t._\ _~. __ '''~J.'' _ ... _.1 -- -.' ... ,..,""'-O,....::...:''j .... (jC'!"''"" ~:~~o"'! !:. ;:,~~ 

rejected qas in order to burn more oil to avo:\:d an ovenlow situation 
while it did not conclude a sale of excess 011 durinq the winter, 

• • • -'---
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y 'l'his'::f:tgure Of~$S6/46S';'OOO°:ts~\d;r1v~d .:gy"'i1~in9 ~·the:··~urrent'" $19':---, 
{~4~~Z);:pt:i~e.~ifferent:t:aI·Sbetweenr.res!'dUaI:':;o:ffJ:Oand·~at\ll"-al ;"g'i.~~c 

_~.~~~~ ... :r:qu~E:.:~R~,~~=a:\~~\x:-:; ,:~ ':.::~ -:":0::-: :::::.:C o=- ,,;(·-0':0 ,.. jo :.:.~ ~'.):::'~'c.~\-: 
.+~ .. --' ..... -- _.... -

-17-
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re~s.,?~ :f0,:.",::S:Oq§c?_I~ ~~~ ~ ;~re~a~;t:.il'!-g:,e~rors~ .:::::~l?g&E.:asser:t:ed::!:t:ru;tl':D :;'i:, 

add:i.~_i..o~::-,~.onpr~i~::!~~~.J:YA.ti~~,~~s-:r(j~~hlyy;?~rQ~1rne~.:.as::lax:ge ac,~:: 

factor~#:#o.r_ee~t;:; _e:Q:~r:S:a o,f~:Sal~s:-: ~ ~as ~a~;her, ~y~t>~~oulCio not'::t 0' 
" . 

justify how .. ~~::-~pr.~e~~?n,ser:y-a:t:.:1,onr..say:i:c.9;SZ f:ig,ur:e:?w~s :a~tual·lyo 2 ~': 

_ der1 ved _ In. fact., -weatber,..is ':the_ variable most r oftenr blamed by S:oG&E 
<_ •• -- ~.' • ,'- • " .'. _ ... _ ... _ ' ....... ~ ....., _ ~- _:1 - ... , " .• ,., .. " !. • • • - • - ... .... ... -- ...... - - "-- -- - ,.-

for forecast errors.,.-.as-weather does 1ndeed-affect",the .. amoun.t~0.f .. natural 
,~~._...... ~._ .. ,. ... _ _. "_"'0_'_ ...... __ .~_ n •• • ...... _ ... _ ... __ _ ..... _.,,1 --. .......... _ ...... _ ~~ 

9as ay~;~a~.l~ f<?r,:c,e~~~~r1c:q~n~r.a::;o~:e<;-:,,,,S?~~~g;~iIE-s::~1:lat;:!~o'le~s,w::~;-:= 

_. ~~~;~~?-~?~,-:;,e~,?u;:'~~.s_:~~ g~l:1~~:a1;e.:.~~!~~;ci~r:i1;":\I~~~;-,: "~"t~ra9~! ~~a,!=-h~r 
to fore~,S;.~ l:>~t~ .. q~-!l~e?s2i~ i ~~Cl s~ry;~e;,;~;:z:::~ !-q:q,,:.ar:d~9~s ~ayaila~::­

bili~y;.,fr~rn::o~?er(,!:err;~C?ries~ ::.~~~;,::;~~..::;~=~~~l~(.;e~~~~e~.: :::<':CO':::l("~ 

, "f;-om..; a,' ~9-y~ar ~.ay~raq~,:,~o:.. a-:: t~~:::y~a;:-::~y~r.~Q'~.-: :~.a~s,~~~ .::pas.~o~9:~)y~ar~ ::0 
have ~~n:, ~~~h.: ~~;~~r_ t~ .::;~~~,!=-:~e':CP~ri~~~e~;. :,H9~~y:e:;~ ::~Y~E:::w,i '!;l?:.:c::::,-: 
the-::~o~t:r~~~!,-~ a~C?P~i9;?-cof:-:a =~~,?--~~¥" ~S;~ f~;ot~~o~ye;~ge,.~~~:F:;:: 

eo~ld: ?~y:.,poiut ~~:o~~(.y~ar.,~s~w.in~~r J~~.~ 7~'~2,'11'!~~. ~'1.v.e;~qe:.';o~~~~;;~;~ 

was ;:experien~~ :"ou~.":of.; :the ~:t:lt:i;:~ ::2~-~l;)p!ri~~ i? .: S~a;f.~)~oe:s::t;o~::fil?-d:: 

i·~~; X'.e,asS;Ur;ing: ~t~~,SD~.E::.c~J:l,s.i~er~ ~p.e: 2§'=~'~o ~x~:~er ::~y~r~9'~' ~l:~~ ~ t,x; 
is.- the":; eoldest-of .. eight::',eonsecuti v:e .... winters ...... ,,:Weather ... for,ecasting ....... r, • "'. --...... ~ - ....... -~" _ ......... _ ... ,_ ..... -'-.. ~ .... --.. ,1.-.~-- ... - ~~_" ........... _.-, ... ~ .... __ , - ." ...... ~..,.. 

cannot,-:~=~~~;,qt?-ly:,y:i~lain.-;.)~Io~~ve:t:,,!.:.or :)~C?~X?-er ;0; ~a~e~ ~~~~fo;~~as~~ 
woul<:!..;:a:v~ra~e~:-0\l~r.:i;:,~G~~::i~:.:,~si~9 ~s;!-~e a~~;~q! ~~r:~e~~~~;,;.; ::; ;,~ 
sta.tistics. More disturbing is the fact that SDG&-E' has-in;,the .... past ... _ .... : ....... __ . __ ,. "." .... _ -_..1_ 
relied,oIl.,.SOCal"forecasts,. ~which-.have beenc",consistently low and that ._.... .. ... '" . _ ,. __ .'", .. ,~_.. . __ ~,_ ..... ,.r ~_ ... ,' -"', .. _. _____ • 

SDG&E _did ::not:-::feel.~eonf,iden,t ;;;i~ usillq·c~o.re:~asts;.:::of:ch:!:.g;l?-~rz~:g:as~: ~v~;~~ 

bil;~y, ~~en,; :ti.ley. r~aeh~<3-;~.~~~m:iX?-d~~r;4el;!-1y' ~:.::-:-:.: :-;: :: x,0::2 :;;;:;)".") ', .. "'::: ::.:. 
.. ;.;c . -~~; - 'the:- :ef·f.eet.. of" t.he"· p~ttern./of~ low ... gas f orecas ting is ... clea.r • 
.." ~ - - .. - po ", • .' ~... ... ,*"''' • IlL'" _..... .. "", ... p. ~ ..... _" < ~ ,~ _ ........ _or _ r";" ';;" .... ' ~ .................. _ ,_ 

SDG:&E:: under~.s~imat.e~~J:.So·'9as.-.:,.u:sezMi:n ~:;;-~~u,r~.e~~,. <;n~z~'l:!~s =ea~:>'.f'.:' 

to i~~~ ~~~ ;...ot1?er. q~~era ~;~~-:- ;...~l~o~~ !:.~~~ys =~;; -=:;.: ';~.:. ~h!:..~~~~~c::~~'!:£:: 
oil-replaces-.qas ,.-the .. enerqy._eosts,_,of .SDG&-E and-... thus '.ECAC .rates .. are .. ,... 

• _...... _ • .~ •• __ ~ ' .... _~ __ • _ ,_ • • _____ ..... _n' ..... '_ '.... " _ ........... '.' _ _ ' .... __ ..... _ _ _ ...... _ ~.. ...;..oJ_ 

i:lflate~·~ ;-:~d while,.-~h~::: Ec.A.9 .::,~al:~cs.n9 ~<:~~~t~!Y. ~~t~~ ~~~sc~~,?~s.s 
to t~e; ra~epayers;-:~i ~h::. i1.?-~~rest~: if :::g~,s ;~ ;:,~~~~';:; Yc ~~~d .: itt ..:~~a~~ '~;'e::\ y 
oil, this:'artifie'ial.:-:increase:i·nothe esi:imate .. ,.of ... ,fuel.-.costs p:cematurely 

.... .. . .. ~- .. , ........ _ ...... _ .. _.. • -J _ ...... ...-•..• _" 

raises rates. It qoes without saying that the Commission should if 

• -~ .... --
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at all=pOssible'-'avoid::'%-aisinq~already':hiqh':'uti11ty rate;cinyOsoo'ner"'! 
than abso1 utely~necessUy';': ~:Aeeord±rigly.~ :aa:ff::'urges:' ,the-::~_:ra~.£oft'::':s 
to try: to::: break:: tbe, pattern, wh1eh~' baa': ·been:> e .. t'ab-1.~1.hecP~!'ft:-:SDG&£;o ::);:',:: 
resouree:.. mix foreeaata:,'; atid~ t'o=" :'1.ns',1at:·on~\ :1mprcWe(p(a'~raCy"";o::: '{::..:.:: ~:;,.r ': 

...... , ..... ,' .... _,-.' " ......... ~. . ~~ ...... --'. "-" --:.'P' , ... ~ ,' .. ''''-r·· -·-·~r·· _ .. ,,-.~ ..... - ~""'),"~:"-"j"~ . ~., .;. ~,-' ~',.'. ,d-SOO&E-elaims to'~havevmade ±mprovements~ to-its 9a'S" avai'la-
·:bilitY~forecast:.:over':'a::per±od::;of t:!!me from!;:f978::Jonwara:C) However; 7:0:: 

thj;s::is';:'less:'than:';reassur±ng;;when?itDls''':noted':that0eVent';~Cm6st;:; ~::.~ 

'~', reeent: forecast" suffers': from :'ihe:)same<;"ehronIc ailment:Jo:f")ilnoerestlmated 
qas':'takes~:anQ.::overest±mated.':'o±r,,::,neea;;; SDG&E-:::"foree"s:t:'a~ .b&~'~o;~ 0: 
decrease i:i,,>tbe':ECA.C"::baIanein~ account overcoIlection~\as~ a~resul t,": ':'.:c' 

0: fuel:·';expense-=:'increases:,,:,)pr:tmarl:ly·~ofJ:':related:.c':However'~-the'::'rev:tsed 

tables':su15mrttea'':'w:i:t1l--:the'-''most::re6ent~-:hearinqs: iiid~cate::tnat~the ~\'::';;'" 

forecast'·was':Wrong;'once aqaln, '".:ano.-that theObalanc~nq aceount=-over::f.: 
eoJ:lect:ton"was':'Sl2, 033';'8007' more than~:SDG&E'::-'pred£eted :(t':would~-:beb~tC:;J 

tbe':end:of;~December::198l~';:-:SDG&E-eonf~rmed that~onc:eC'aqa:tn~thereohas'''' 

been more gas -::tnan ::was ~:foi:ec.st~) to. be') .vailable1C.u;w"l1~a.-::·.~ 1Il11:der': 

winter':and::additl:6naJ/"purehased':'Power::::>Most~disturbinq=to~staffr.."is'~:' 
the'::'raCt ::that SOG&E fel t'~'there '7:were:)Va tvieast:';'': some'~ ,j, ind:C;:at:C'Ons"':::::'':;~ 
of a m.iJ;aer~\than averaqe Winter Dut;:had'::no·e)incorporated~~hem$into,:,:o·",' 

+ __ .', _ ..... ~_ &_.' _.~,-,' "':""''''';"'''_"':' ......... _,. .... _~ .. ~~ ~.,.;-__ ,-... __ ~,~ .. _ .......... , ... :-....... , ......... \. I .... ,'-..;.. .... '::);. .... \-~". 
~ts,,·forecast:tnq' .. ·' .... '."'_.- ~ .. ,>, ..... --~ ... -' •• - '-'- --, .. --~--,.-- -,.' ••• '~--'-~,,:,-":'-'~ 

:: ,:,':: E:-:: '~':':: ,!be'-:6ther;:sxd~::'of tne'-:eofn::":fn' SDG&E~"scresource::rn±XC'';:':~·':. 
involves 'd~sposaI"'of~the';:ol?lr::proV1"'ded' un'de'r~the::ronq.;;terniCcontract·s·c::::, 
in the event SDG&E attempts.':to·::'useC7.the'::ava±labJ:e=>qas. '~~Th1s0f's'r Yof':': c: 

- eourse, "a~~ravated whet::'" ttas:': 8v'a:11a1>11:1t~ f.~ un<tereat'1Diiu:ed'; but 
even"at: sDG&E:': s foreea.t~: resource mix) the:'l'rob-lem':~:ta<:;;"r,toa ... :~:'; S~ , 

has ;:;±mplernented:-: sighif1eant :eontraet :>reduet:fons':wfth 'its·=-supplierS. o:~ 
but"::st±ll'fitids=itself::£ri a;,po.sit£on:-wnere'"?:tt:::CsQcont:i:aC:ted:>to~aeeept 

. 20~5CO~';barre!s=of LSFO~a:':day'; and:'>foreeasts=an:-:averaqe burn for~tbe..~,,: 
year of,:-oru.rl7:'OOO·':bbl:s·,2)'day'; -:;Arid::as;'fna':!!catea:';'::~hat:}forecast:)of 0:: 

, ·~ol;l=neeas marweil::'·be;:OV'erltated:.'::'.'-;:Po:tnt1n8~'to::th.;::;f.ct;':th&t::.::f.=- \ ":..:c. 
: .. , "',." ... _ .. ", -., - ... ~r'r-'-, ,,' .. ~..... :. . ...' ~ .... 

~ .. -19--:--

• 

• 

• 
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.. I~"~:.": ~.::. -:::'S1':: ",,:,,:~ .. / ~>;~: t:.: ;::!~~(.:~o~~ '::;~:;':':~0~. ~;::.~ ~::.r:; ,:,;:,~ ~~~~:";~,, ~X"~= I~}'I/":C~ 
SDG&E's oil. s:torac;e_ tanks~ are_ already' close ..... to f. tbe-.operatinq .. maximum ....... · 

~ .............. ' .... ~_ ~ ..... __ :. .. 1.,1 •• _ ••• .:. L ~ _ ..... ,L ... ~ -...' '... _ '-' .... -' - ..... ' , ... _ ........ - - .......... , .. • .- - .... - ~ .......- .' ~" .. 

,.~~s.:~::::~s'::~ e~.r,~~~!.Je~~~.:::e ... t?':J~':~c~9'~~o ~.~~;~";c~£lc!~~~s-c>t~~~ ~!.le:~j;l 
disposal problem i~.::.~!:~~1 . .:.~~~,:j,8~ ~~~. ;:= :.',." o,~ ob o~ :~J;, bl:,:o:1~ ::.:. ,:~.:.:,? 

• 

• 

. .:..~ :. ,":.~. :: :-~~~t~~r~:~~:~;: t~c:t ::~~~:'-S::~.~;.e:t~~f1; ~~; ~~' lq~~er be 
in a~~s_s~5Jn t::a.c:t'_~:S;±:t.u~~.i.o:c.; 9.t)l.a:c.:'.;C:s-,:.;J;:t.s.2rectU.i.red.£~o:c. tra etu al' 
takes·:,will:-... ·be.:below fox:ecast oiJ:;;:needs.:.fo~~;the')fl:r5t- etIne in a 

decade.. :.::T.h1S? is·; ackey: Q'oal-::of.::SDG&:'E' and ':5houId:"''be<cp'lrso:~? c:gow..::o:: - , .... 
ever,:::.the:-.forecasting.:s1tuation d.escX±bed :::ind1:cate$)~tha.t..:J.:984:::::;' ~~I:-::' ::~ 

may.:be a, pre:n.a.ture:::tarqet \'for·.:::oi-J: .:I:ndependenee: 'Uri·re;Ss·:'~d<tt.t:ion~l.oc<~,-;~)c: 

c:ontraet ;:;rec.uct.iollS ~',or :,sal.es: :are<made:~ cSDG&:E: sforeca's:t ~!",on:e~~m~nlion":'::~' 
l:>arrel exee,ss:~,or,):-.the).:1·.9S,2,'::ECAC;-:t:evi~ pe.r±oct,: but.~~lh:a;dcto:::~'::' ,~.:':"':'; 

r evi;se_;.: tl?-a t, :e.s t:i'!na t~, t~c.tw,o ::m·i l:l,j,oQ:::ba:r r:e-l:sf ~o.t:e: ct.be~:"yea,:~t.i·s: ~ev.eli .: ~ :: 

"'::" ;-;.: . .:;:.~ ~ :~taf.f: :Ul:9:e:.:s: ::tba>t ;:tb:e: ~ ;:s;upp-l"1' s'i"ibJa.t':i:on~\ShotrJ:d":'':: :).;.:;::.;:;. 

be :J::emed1~, by,-~ ::.c:ont.ract::r~\!c:1:i:on!p:or.>.:other: sol.u:.tj;Qns:,cwh:t<:h:;:;-':':: 

do not ,:.involve: ,:o±l:.:sales': ,a.t:;:a ~oss~-:;':SDG&:E" ~ that ~the~;.oi"J;.rs:a'le:~:.:"! 

l~s:ses~ :a:::e.: a-:-.b:enefi"t. to~ :the :ratepay.er.±lecau:s:e: :they. a:l:'J;Ow.":c.he'a'per).!Qas'!o:) 

to, ,,:be::::u.sed: .::for: :generat±on. :: ::Xb.ey: :are~ .:.inJ:"f.ac:tl,-:a; means:, o£ ~mj;tiqatiliq:;,; Co Z 
, 

a los:s,;. ::not::a ~means ~of' .-prov:id.i-ng:> :a.. :bene£i. t".-:.:: ~ebJ ~d;oJ;l:a:r :o£. :oi:J:: :s:al"e;:c? 
losses~'s~ a-cdoll:a:: :o£:~enerQY: :expense:: ;wh±:eh=' :'Woul:dYb:ot:~ve);}:)een{'".expen<red 

at .al:l~-:i£:,.the:.:-oil,::eontra~,~.we:re .. 'not::exc:eSSive:;.:a:n(f:::"gas."l:couJ:.d 'bet.:'":~'):>::~ 
bw;:ned )Ii thou-:t·-:di-splaeing-::::oi:l:_ ': :Morejf~e:ss:±n:g: :i:s:,:the :pOs:s~'bil.'1tY);:.:·'" 
that i:f: SDG&:E:~c:a:c.no.t 'arrange-':a :suf:fi:c:lent::uu%nber:. of. -.s.a:ce'S;: of;. oi'J.::or/o-;~ 
cOIl:tt:a~: .red'\Ict:j;ons.:~or~~othe);) o:tJ;J~d±sposaJ.::: option:s:, .i~.wiJ;l0.:si1ripry:C "):::-

i& . ~_ 'I-.. . '''l::~. *F' ..... _ _'- ~ .. ~ ... ,. ... __ .... :.,J_ ... ~" ':.... ...... '& .-I'!"-~+ -'~ ~ .. ":",~~ ":':\.-re .. us~:.9a:S ·"an~ ....... urn ;01: .... ~.".~ .~.;..o~"'-.'.J_c:. '.~ .• - ,_C .-.J .. _-;;J ... c:. ,~_ ... :V;..l'- ... --

.' .• ';: :: ;'.;::.::::; 'l'.h~efore:-,.·; .sta£f1:eeommends': d:ha.t.:~ the~ COmrn:l:sS:1:or.P:::.;:.:.l> <;:. r: :: 
not ~na11:ze ,SDG&Ey:at :'th±:s ·~1me-:;.·bu:e .1.t) shouid:. enc.our.age (SD~i:;~':': ::::.·~)C 

to co~:t1nue~ i:t..s~ ~tt.-<>~~t~, 1mproy.e: ;toreeas~1ng :and6:r.educ~L>:-: .~o ~ :::: ;:; ..:J .... ::::C:; 

oil ov_ex:sup:ply~ _~d<1ndica:te _ ,:t.0; .. SDGd:E .the :s.r1-<>usnes~ ,o.r~ tMS'::;s,":.: .::~~) ~ ;:; ,;: 
. probl.em .by, s:ta:t,ing· 1:ts.::.:w:1:11:ingne,ss::.tQ: impose;:;:a::.penal~Y',):1n;)c :::,':.,;:::<:,=.~Y:":.':: 

fu'ture a::mual review EeAC proceedings if' SDG&E is unable to· 

- ,':':20-
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• 
solve the excess oil and gas refusal problems in the very near .future. 
'l'h£s~s!tUat£6n;::basoeont1nued::f~r years';;"noWi:'tfl~t[;.SDG&E':!ag~e~'~1:' ;::':: .~'0C2 

• • .... T .......... : .... ',"""' __ ... , '",' ., __ ~. ","_ ,.......",,. .. " ~~ -'-~'l~";""'r\ --!,"''-::;'~ -:~r"'J .~~, ... ~:~~~-; t, ~,"f, 
that· it has - a' ·need. -1:0 -reduce o:l:l';';contract -vol \Unes ~ and take all available 

I"'~"""" ..... """I: .• to: •• ~ .... ",r ...... -...,.. ,.....,.~--c!J .. ,..,.c f.s:~OC;"t"!:I 
qas, it sbould act to do so with 'a:t! poss~1bIe-speed';- ,,.,-- -", - ~ - .,-

_" _";_-"'~" ........ _ ... _'. \c.)" "'-::',-'"".,,. _..-.".:...l.. --"-.... ,- • ....,-~,-:!. ~J.~;""'~ 

,- .. - '--1:i~ - Staff "'5· reeommendatton ·to~ 1nc:lude ~underI!fts and oil 
.~ ".::' _ -:.~ -:"sal.e.s losses "-in ,·the- ~.~:ER· ts ;.r$ta'sonabl'e,;,=-~c':::- :, ,"'.o::~~:.:~) ::'!:) ::.;:. 

-.: ,One of';.the·:essenti~l·:J1ssu~s 1'U,:.';,'Qb±s c:aseC:iscwhether~'iD: 

or not ·"the Commiss'1~n.~wl:!1·::£ollow: tbe'cdireet.j;on of':-'J:) ;9Z4.96.l and incI1lde 
in the AER.:aU ,:fore~:unde.r:tilfts~~ndr orl::sa'J:e·::-:losS:es:~for;ot.he.:"~R,":":!·:·) 

period,: ,~:or~ -:accept ;::SDG&-E" s.::suQc;es:t,±on t:o -::de.l:ay:such:treatmentC:at this,:.,;:: 
ti:ne.; , ~SDG&E· ~s .::been, ::una]:ile:to proV±c.e-::an:y:;:'j:ust±f.ica.t:ton· :.to-:d:rfferen,:­

tiate i ts~osition. :-:rom that'»f the \'other,::eleeeiiC'::andCcombi'lried :. 'c' -:: -:: ~:.C 

util-ities ,whichJ . have :-alread.y: been: :requ:ired. ':'to, cadopt an ("1\ER: ~stru:Ctured ',7 ::. :. 

as the Cormdssion specified in. D.92496-. Staff submits, that the'vo :"::::.:-: 

issue is,:s'imply"does,:.tbe; Commi.ssiOn> wi":Sb :'t'O:=apply :..the'd'ecision as 

issued:,-: · . .or~ :does' J.-t, wi'sb; ct~. :complete.l.y- :d±l1lte':-i.ts -:ince:c:d. v,e: e,ff.eet-:-:"on ')C 

fuel.,.manaQement:? ::::It:- sbou:l'd:· be'·;:noted :tMt ;.:SOO&E:':S:.:..-underl:l:,f,ts>·.a'ie,:o:: i;:J':' • 

contrae:t'.:r.edu~ons, n~qot1ated> :£ar: ,·:iIr.cadv.ance( :andi are: ()(noWn.; pre·c£se~Iy).: 

No 'lmfai:rness: rean-: arise"'. frOItb .tbe:~us~!.of~·~sueh .a:::.:certai"n--::nUlrll5er);:-;: ~DG&E>:; 
compl~ins: ,:tba:t :the-: ~cert'a1tl.t:ies!:a.'t:terldan.t:. ~tol-:the:l;r <:l:a:ge .:exee'Ss. co-n 5 
i:c.yen~ory:;make-;\$:uch:-~-rea.tment-:::un£a:i;r:"'--:'I~,:While""";.'..ad.mftt:tn9:.=that; the :::'_':::;:;c:" 

incenti:v:,e ~of.:.j:he: AE~rate":w±J:l:,:operate ':""1-:SDG&E'::sug.qestS:J:::hat=e£ther-£a. =:::. 
wind:f:al,l:. .:p:t:of;i:t ,or:. an:. unantic:::i-pat:ed) '1:05 5 .to; ·.:sD.G&El ~ ~a.: ~re:s.u:l't' .¢f. ~tb'i':s:d 

provi·sion: 1:5:;. uni:ai1:''-.::;' Staf£::5ubm.i.ts::that .::t.he:,::I.:s.s:tle .:W'~:s-,:.:eentra~ to: =::.,::= 
the OII.::5-6;: ,de.d..s.io~ and::..has::. alreac.y: .:been:.:, d:ectded-::!by.:the;~cOmm:is:.s::t:on-: .. ",:c::. 

If SDG&E is penalized by this provision, tbatwo.uJ;d ~ca'te ~that)2l.'::~),::' 

the disincen.ti.-v.e-;o£ the:- AER:,~roced:are':'j::s :wor.Jd.nq~''l::)j!ca:us'e'7' SOG&E has 

been unab-"le:<t"o -k.eep.:.:i-ts.:' exc:e~ 0:1.1 ;i:n:ventory ~from .:qroW1n'9? :;;':I.f-:tb~ ':0:: 

Commission has:-jJiCttea..ted :tbrottqb;'D~92"'¢9:S::tbat~:an;::!n"cen'tfve:.penai:tT~ 0: 
is required::.t6:' put :pre's:s'Ilre"::on the ~u1:1(fit:1~s"'~t'o'·manaqe-:..rtneicr::~ue:r"o ':.=0 

inventories better:'~ ·tb~ M:P:' ·mu.st':: in:elude-::'IJ:ndei:,I"i£t:"s~ andl:~i~e saie:~l.:osses; 



• 
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and .. :i-.:t :S:ho~ld;:~ :impl~en:ted~:: :It ~i:s, l:t:he:~~nt,~?~:i~nL~f ~:ta:f:f: !.t·ba:t,~ , ;;:.:: 
SDG&E and its fuel inventory management practices were just~ : .. w:ba~~ t,he:l-: 
Commission. . ..had. in..m.i.nd when .the . .AER. in~e.nt,i:v:e_.s;.~"(ere:: ,d~eloped,. and 
they .S:h~Ul~, -~ ~li;~~ ~~-~ ~~~~~.e.:;i:th~,:t.h~:,.~oal)~f:..~o~c:in9':,~E::t~ 

. - .~ •. I 

less.~ )(ast.e:ful~.<>i:l:\:p~ocur~men~~, and":Lr.es.o.ur.ce;,,;managem~llt:-':l 2,;:';;":2 ,::(;I'''!)''''O::~ 

~_ "~ _:, C:-.:,:..<F~r.) p~s.es; of-:_c_al~ul:~~in9'-::cSP~:E':s,:~~:st:af.f '5:,::<) .... '=':-::: 
, proposed level ,of fuel oil ,allowed in inventory . , 

,.-~.- . .." -. .. ...... "-"- bl .... , .. ,"l ...... _""" .... -." ..... - '''\r'''l''' ..... _ . .,. "',ry "'I""':"""'''','!'"') ,...,...- ",. .... --""',.,'1'_ . . ~ ,.J.. 'r' ...... ......... ' 'i,s,11re:a-sona e--•.. .!.- _ ~:.n~ ........... · ~~ ......... ~,.i ...,;_ ,) .. ~ ..... '-' ...... .......: ...... _ .. ". •• ....,...,.. 0')""') ........ ~ ...... , .... ! ••• _ 

A reasonable level of fuel in inventory must be:-:;based;; :::, 
on'::SDG&E~"s' requ1~em-ents ~or th"at>:.ruel,::n:ot:; u1?on?:an?external parameter 

such' :'"as': -de:l:l:Vertes .£rom'·a ::1'6nq:.rterIr2~cOntract; ~suppli:er:;.= ;:: For: th~ :reason,. 

stafi: eonteno.s:·'tbat:CSOO&E:'S": prop6se<3.::'l-eve:l':' O£' fuel')''in~7nvent~:"fOr-:O::: 
the iU:Ff'i~ ,Qrossly.'·exeessi-ve-:·a:s-::it:';'1s-'-ba:Sea:·:upon ·:tbe:-.pre.sum~i:-ori;:tha1:t 
all the:"o:a::that';-will-:~:d~l~vered:::unaer pres-erit-;:Con~ract'S:~an::1:-easoz:i:ably 
be buinee:: or"~stored:~"': regardles:s. ':cif:' tbe ':reqU=irements":.!fOi'tsu~b:-::-oi,;)f!fn c: 
light of the: :Other: component's;'-O~(t'he'-resoU1:ci:?:mix~()::'~st>G&'E' nas~·:'ao.m!t·t'ed. 
that::i=t 'llas-not :even~("c~leu·la:t:::ea~,:an:I~'fllventOrY'-1.eVe18~ea:sed:(up·on:::J;t:S:::>J.::,? 
forecaSt-:=r~qu'frem~nts"'-for ::f.i.i~l oi~l~.o ':r:ts: ';n:t·r.r~ ?r·e-"se-n:ta~ton'::: 0'0.-:0': -::0:: 

a re~:sc;nable:(le'Vel:':-·':-o·f: fUel:;~:Oi~: in: ~'ilventory':':fsi oas~d"'ZUpon':ac<:om.mOd:at~ing 
the level":~of:; ·(;;fl ~sUppl-ies-::to~~~!:rece:tved~::fn~ t-be-:::'comfnq:r:year.~ ::~[.=C: b:-:::; 

. :'~'-;: ::,:},~,,::: "'-'-whfl:'e:=th1:'s -may' 'be" uri"d'er-stand:ab-1.<e ~m')Gth~;pof'n:t"':~:t-!viteW: 

that'~~ doeS':not-:'w:fsh"to~ carrY"the ~cost:s-:::--0f':stor'£ng:;:exce-"'s:S:::01'l;:; ::: .. :. 
~ -'::fts-e"l-fi .. = sta£f' bel-£ev~'-:rt; i:;~tin\e";:t~~s·t~ £~irC±ng)~ibe:(ratepay~rs"f~tO':;~:, 

subsidize the storaqe or :-ol':'J:"sOO'&E? does :·not -neecr.::.:-: SD·G&'E')·ba:s~:reqUeste<l 
apprOX:r.1natelY' ~ • .:s 'm£l-l~:on 'barre-r~);'o:('~'SFO"as= an:' fnventOi:;r for the 
year; wh±'ch' :correspOnd;.-: to' :'r4"O::~ais-:'':Cburn')::a-6th~ f¢rec~st:·(£:at-e"!.~of:.)-:O:i1;:! 
use r 'wh':j,ch', :staff 'argues");': ':'l~-: 'prob'aO:ly:t'oo) h:rgh~:.i?;'·bU1:-ri':-estri1n.ite;. ,;.',.;0:'': ,S 

SDG'&~ ::aaiU:l.=tS: ·that: ~~:- ::there ~wer&>;n6: ~lfs't~;'-iits-: ::iontl ~i-t"s': lon<;::"-t:em":':: .-..;; 

contracts:·7j,t·:would":"keep.'1:'es·s.':oi~~on~:1:la:rid~:::Kowever";P=S:CG&~~was::Un'abl~o 

to provi~e su~h: '.~' ~theoret'fca~! ::requ:i·rement:s· level: (0.£: ~iriventorY:. :: iI~ ~fS: 
scarcely believable that SDG&E would operate' Without even considerinq 

• -22-
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the question -- an inclication of how completely SDG&E' s fuel management 
is donU:'nated):t>y oirCsuppl:y'::CcOntrac:t's. ;whiC'h)~are)::f-ar:::in ~:.exces·s')tOf =its';:;:; 

:: ::,:. • :::'.'=::::~ :S:OO&E") cont"end;s; ;tna:t.~ £€~ee-as :"ful"l ~-a1ikS: ~x?[the~o,::,:::~: ..:::-.::-:c,:') 

-:rnonthS" ·before~· tb'e' -winter>:neat"in9~: :seasox,.:; "::I:!h,<:ase :Of~'(a::eoJ:'d~ wi.rtter;. ~.).~:: 

However, SIX7&E coneedes:,:thatY:fu:l~~ ·t~:-· are:):not::=neeaed:(the::res·t::'~·of..~:: '.:>:. 

the year~' :anQ.that:::~or' :pur~ses::Of:~sett:in9' a~'vo'Ium~ of''='fue-J? oil in 
·,,1'7'~:"'.":':"'~/::":' ::..: ~~,,_··.,./c ..... ':'r· _~C'- ~'C .. ~:"; ::c :"~)"f/:..)l ~~I~OCO-:<"-

inventory" the Commission need only conside~, an.. -average .. volume, not 
---- --• ..".,;.:-:.:, . ......:-.,;..:..:.-!-.-::-:~-,.;...~*...., 

:. : :'~ .. ~.::. -:._ ::: .: :.:.;: ~~c:or~9J...Y::t~ s:~f; .P!!F~O'rE,1!!_d ~~ :.~_C:4~t.~9.n; t.?a:~~~.SPS7~ 
.. - ~mi:t-~~:-:-::: '!;h~ st.a.;,f..: ~~::..n.eS;S:, !..ay:~r~.ge4: <_SP.~~:~ _ ,-ac:~u~:l ~"=..e~.: .. ~.:l.:, .:.u~g~::) ;:::; 

for";~e~ ... ~t:"fc~:Ye_ar.S:: t~ 0:.~t.e~_e2 ~~~ ~~a.:.~~_c.~l:~~:~v~~~;~:~ ~u...~:-; 
in- :inventory .. wculd-,,be ..required..-to.. mainta.1:n..,.the".le:vel r cf . ..oll .:use;.:;· ... , .... ' ... • ... " ", ~ ._-w- _,' ' .... , ... ", .,.w _ .. _".' ......... ,, __ .• _ ............ , ..... h,'" .... ' __ .. _ .................... ' __ ':" .1: ......... 'L_"-("',. • .",*" 

'. .::. :re>:- :be ; 1=on:s.er:v:a:t:i~e,'C>:.th~_~ ,s~ .~:t;:n_es:s:. :B:c1.j~S:,t~d:,cth!J:: .:..i.nV:e.E-:t;.orx: cle~~ .:.: ~ 

to· :~ak.e.: .:in.1::O:.~c~_0.un~ ;tha~_~¥.e~ '.of: t:.h:e :l~~.~_our: Y,~~~v~ b_~e~:r~ ')C 
,-wu:m~r.::._:than.: '~ay~_aqe:':-:_a~c:~g..i;'l9:,:.tO:..;c.on:s.ens:us::-:-:O(~:s, r~su:l::tin9: ;:00 =c:,;,,.:,;: 
calcula.tion.. :produces~ ,an·, av.erage,- inventory .... leve·l. ~of..-;l...s· .million .barrus· 

,~- -...... -:-,,' _ .... __ .. _ ........... ' ......... _.f ~ __ .... ~ ........... L __ .................... _ ~ .. "~., _ ......... __ ~., __ .. '_'AT" 

for both~ t:~s.i$lll.al:o~~~ di~.s.el:, f:u.e:-l o;i:~.) ~~h.:I;~s :l~ye_l:~~~~o:~~~.n.t;:or.Y::::.:;,y::o: 

tr.anS;l:a:t~,5:, ,to.::a: :.54::day: b:o:rn :~t;: ;.sp~_E ':S: f~.r_ec~~t: r~te~~~~~) .9"i_l.: ~~~!;z:. ~ ;:; 

and staff !l~te~n~,d):th~t:: SDg&~~.~:s:<n.?t~,(.e~e~;_ep~~~.::..a ~_o.:J.~~a.P;-!),: :~.l.:: 
10:c.9'e~ ,than:. .that: :l)er-iod ,-of..- .time- . since . weather .records. ~have been kept • .... ' _ .... - . __ A

T 
..... ~ ... __ .".,_ ..... _+ ...... 1'0., .... _ ...... __ :..~~ ..... ', .. _.~ ___ ,.t,.,. .. __ 

• 

• 
As ar_e.sul t:.-: ;sta.f·f:'~ :r~~mm~~_e.d :.leye~._~.:.f.:> ~v~~~~ry:."~~?:l_~ ~;'0Y.:.i~~:j~ = 
enough,."f~eJ...to-.bridqe. SDG&.E. acr.osS-,.any~ cold. sp:ell .. which' would. temporarily 

... -. -' ~. - - -' - • • ,-/ ~ ... - .. .-..... "........ - ... • ~ .... - ... ..... .. - '-' - y -- - ..... - - - _..... ~ ~ _., ~. '--' .... -

.o.ry~,u~s1lppl.i~s'#~ na~.aJ. .:Q'a5 :f~% q~n~t:~t:i_o~-=c ':)~s::o=;~ ~)~= ~)~..:;;,..:::c:::;:: 

.:<: :;:~ \.~.his:: ... is.:: ~ impor~.a.:nt.:c.de~~~~~, ~~e ... ~~~ :i.t; '1:~~~~~..:.'t:-~~C:C:D 

p::~e(jent: .f~r:·~fu:t:u.r~e:: ~E;~~c;A£7:pro~~~p:i:n9~~:· ~:~~.:;~C~~~t?~; . -:':::':'y 

allows the .. oil- .con.tracts., .to., di.ctate the. ,.!'reasonabl.e!" -l.ev.el o£ .oil .".., . • - ..... ~ ......... ---.< .. ,,,, -~. - .' - - ... - - .... • - - ......... - .. --::r. .......... ,,- .... - c: -..j ....... -J..,I..... ,~ • ....,. .... " .\ Itt .... • ...... --

in iny~.~t~< ~~~ep~Y~Fs.·,~~~:~-:~Y:ing:,:f.~r ~~~.:.:St~r~q~~:0f.~:~~~~~<;,~C2. 
oil~ ::.£~r_, Ye.ars;.,t:o: :co~~; ... , :. .... S;ta f f. ~se.e;ks: -:t~ _ h,a v~ -:_t:.he~ ~C':.C?rrtr;lJ.:s.sAo~ .:.c~~f). l:Et· ::: 0:; 

th.at:::i t .in:t~nde.d~.:in:cOI:ly.S:.6~ t_O:-:P:e:r~~t;~~-:r~~S;,O.:..r;a,~~.)~~e~:.0A ~vo':.o:::' c= ,. ~ ... 

-23- • 



• 

• 

• 

A.60S6S ALJ/ec/iy 

.~~~.~)~.:;".·.O-- -::,,~.;: .. :'~ :;~CI ~o :~~;~'O~::' O~)~>~C;,c.\~~ ;::' ::::~,::,~ ").--:~ 
_:':'~:;~~~.:::.2~".:-~~31:/~ j')-~= .-:.~I~,:;,": .. Gj -:-~ :~~?2Z 

22802, ./:" ' 

::.. .-
in.. i:c.ve:c.tory based: .. uponr the,,. aetuaLvr.equ"irernents .ofs: SD(;&E for an 

.,..., _ .~ ........ ,~, .. ,' ~ 1.,_ ...... ". , ...... _ '_ _ _ _ ..... w~. .._. ... • _ ..... f· .. " .. '.- • '_ • 

inv~~to.ry::: to:, ~ns~r.e:: .ad~.qu~~~ :se~.i~.e." not~:.t!> sQaklup::; :t~eolre,$u'l·:t:s ,o£:.;~. 

'!"\:lI_C:~"errors in oiJ.. Tlroeureme:c..t·.~ .. -~ '" "'o:::''"''''G~' V": .. r .. , ... ,.·,.~,."r ... .., .. ·,/' .... I"." .. J···,~ ~,........ ". ... • r '., ...... __ I:' ~ ..... . '. _ .... ~ .. 10 .. ..". _ Itt ".,. ..... II .. ~ ... ...., ,. ~. \ ... "'*~ __ ,.' ,.J ............ _ ........... .... J __ ..... \,.-.. ~ 0.1 Y 

, -.-: ::::; :):2 ;':~~p:-~ . .3§:!"O.l~,~ E!iis~ll:-:r,eas~n.ab,l:e:c.~ss;':ECACOrey:i,e:wJo::) -;:.; . . ~ . ~ ... 

the;: s:o,~S,~i?~ :al:s~~ gr~pp.le~;&'i~ .~~pr0b:lemi o,f ~n::oi:J..: •. inyet1-tory~'·IS:; 

w~c~ ~S:- p.~9~!-e~.: PY; .e~~~.s~ ~i:l mad~o.ayailableoby ~ t~aJ.:-: qaso:: incre.a .. ~es .. 
The, Commission.... elearly~' indicated :that· with".. respect;. to ~ the .. ,sbort-term' 
• • w __ •• ~ _ .,., • ~.. ,~ ..... _, ."". .~....... • , ~ .." ._. \. _... -', •• -.;,. ..... ...... • - • .. • - ".. -

cos~~,: ~ss~~~~e~2 ~i~, r~d1J~;n.g:::.~il,,!i;?-y~ntorY:o:to a~~ommoda:t~~ lo:w-e:t' 'J;:: 
cos:c,: r~~~~c~s: .. c~~~p!=,r~~y.::p~r~~,±v~s::;~h~t,}we:)intend=:to-~spareo:l:he.: 

costs--:; ~~~~~ll~: t~~~ ~!:·il?-:ty:: an~=ra~epay~rs.. ~ ::~) ~~e:> Cor:nmissio:c..:pro~eeded.: 
to set. a.... level of~ inve:c..tory'-.::elated to," re~irements:t:oand~permitted~).~::: 

~_-__ ~ "':.. ._ ........ '. +. •• __ ...... ...., 'r ',.. . _." - ... ·c·'" •. " _. • " .... 

Edison to tr~~t~ oil:,.;ix::: iny~n~ory.)i~~ex~~ss~lof=:-,!:hat:level~,during .... thet.=, 

first year: o£~tbe- AER.:,.a.s~·underlifted:,oil:"",.at2$6-.~·~r,,:,;:t>a1;re,l .. :..z!':.o:':: ';;'.0::' 
...... ~ ,"".,. ",_t ____ ............ 1 ., ,.......... .. _ .. '~' -- _. •• r .. ~ ... .. (r 

SPG&~.:is ~o:t~forced :to-:>~e_l.l"::tbe:oiJ:~i~s.:to::aQe8aboye~oc 

the level~recommended-by-staff~~-It could keep~it~~holdv1totemporarily 
.' ...... ___ L. "'.'w- •.• ~ .. ""~_ •• ,,,..A~ ... ,., .... L ___ .' •• ' ......... ". w.I' '... • , 

while.:sales are .i:c.vesti~ated·~ or burn it-for':.,economy;:.,enerQY:·.:.sales • .:::..~·~ 
_ .~ .......... " ~ ._,.. • . _ _ _ .~.... _ ... .,. ' . h~ • . . .. .' ,_ ., ... , ,.J",.i ,'- L........ '........ ,'" 

The ~~mrrt.;~si~n;<::i..~ %?-o~ ;~rcitl.q0ao~a~~~0;ct~il?:;:~il., -:;So~ar.l:Yi%?-9~costS.:: 
,-- - .. 

fo~,o;~ "in,:,. ;;~oraqe::,£or ::~~E appr~XiI!la~~ . ..;~ 8zpe:t:2:b~t;r~l ,~0s~,aff ;.:~ould:::.(, 
• ~ , ••• r ~ ~_ '.' 

sU9ge~~ a:. s~~:r::i2?-g of:; ~h~ :<;:ost . .tbet~e.en.::.~h~ :;jratepayer.s .t al?4 the osha::e-:. (:. 
'holders, such-as allowinq.$4-per ·barrel-for;"each barrel of excess",,:,;.::; 

_ ......... ~ ___ '" ~. L_ •• _ .......... _. .....? -+ .. , ,'" .' _ ! - ..... '... '.... .. ' , ," --. 

oil over.:.t~e. allo~ed:in~en:t:ory~ th,er.eb.y ... placin.9::~al~"j1:l,le ~ur~~r:;,:On ::':: 

the ~~~~ol~ers. and =~alf .. on;--:1;1;e.,7:t:atepayers •. :,/t,his ~wC)ul:4 ..: be ::il:lclud~:: 
in the -AER ,calculationj-ust as,..would ..... tbe.·cost, o~~additl;onal··unde~lifts • 

. ,,_ ,, __ T' .. ,":'1"., .~ ...... __ ." ......... _ .. '. ~' ...... , ... , .... ~. '4_ .... · - . - . .; - --~ " ~-. .' '.' 

'!'l:-is ..: ~:c.~~~il?~ =a<;j.u.~~ent..::wo~ld ::l?-0; ..: ;nf~i~; -:: ~PC!n 2. ~h~ os.:~a:::e:holder s c~al}~.:; 

the cC?~~ ~f ::~he::~xc:.ess oil-:an<; would,;qi~~:-,SDG.&:t;.:a~::ad.di.t~i.oJ:?al, ~x:i~)c: 

of :-;~e .:,in" ... wl:Uch. ~:,brin~;; the..:..inv:entory ~.,under .. ~,eontr.ol.~o .t~:~~~~~Pmi,~ 
~t:;s;~, ~ul.-;a~le:p'oced.~e, ~.b,e.ar~g-;in~:mind·, .... that:cSDG&E::h.as; I»t-;:maQe. 

'th~ -: ~r~~i tion 'to --.:an. : AER 2 in:any: ~eviouS::;''Pr.c>eee:d'in,;:,. -:-' :"':':' 

-.'''' ..::-.... ---::-~: &~. , .... r,.... 1_ 0; .. ," 't,. _ .... ... 
,. __ " ... ' __ ~Tr''' .... • ...... ..... 
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d. The staff's proposed amount of oil sale losses 
tecoverable through the AER is reasonable . 

. . ' -r' =~SDG&E:"s propO'sed:'::leve-l[,:o£=l:sal~ l:cisSe~~:;):S:r:S'."O-O:O~:O:O·O:;'-in:..:. 

j uStseven: months;;: is,::, 1n staff'~s: vi:ew-;-':: ·ext'r:aoc(nl"n'ar'1'lY~·h:iq-~. aiicf>:Oo't:::':: 
supported adequately by SDG&E~'s wi tnesse:s"":or~~b~cf~.et'"s :i.n =tbte'::reco-ra:: 
As coun:sel~'fol:-''::~n~·:D'ieqo;::'<!I.etermined~;on: cross-'examiniti-on,. StlG&:S has 

never":sust'ained~'such aol:arqe:>'n~ ~£'::'oi'r~'S:-al'e':~os:Ses i'n';~~~ srnile?;~':: 

year~~ - .: Furtbermore:; SDG&E:t s':methodbof ea2cUl'at=ing'~-the'':' amount:;: of the:-:''': 
losses.;, is-: simpli'stic:)and~'speculat'ive ,.!:'hara-ly.":the":r:i90rou:Slexananat~iOn 
the Comm.issioil~should require--:before'::hand'in9;jovef:'$lS::·O<l<l~:O'O:o;::-wm.eh~~ 
is·-· note subj ectz,to':: recovery-:in;c; a·:ba.I'ancfriq~a(:count·s."7:: SDG'&E:':'baCS'ec:= i tsO~' 
los s·} calcula tions"::On : current· pr'i'ce:sL

) on -: t'he.::; East":: Coas't:-; = 1nc-:fti.a:iD.q-:;;" ::: 0::' 

the ~transportation':;differen.t':cal'~= l'his":was'{a'one~oii~ the assumption':: ,~= 
that:"west::Coast'o'aiternatives:::are(..foreclo·sed';:-:': H'oWever,=the= 0:: ::02.;':;':: 

addi tional· hea.r1rig::d'ays:: showed~ the') raliaeY~ or:: thai::, as'S-wnption9 -,: =~ -;!.:: 
beeause~~ SDGaE~was::able':ltc>-:arr8.ngeOa WestOCoast. sale,z,0at. 
·a.'·loss~of':-only::$S:-:a' barrel::: '~Th:£s d1reetlreontrad£ctsr:':tlle-=not'ion ~,;:,:­
that·sales':':shoul:d·:be;;pred.icated. onIy on ~stDCoastVpr1ee$ aild,!"sho-alc3: .... 
.$uQqest:-:-a> far:~lower estimate': of·~the;:'Ios·ses-~:J::If the m-=xs:!to::':aet ~):-:':' 

as·:a-true:::Uicentive~'C:SDG6Essh6uld'::not::be qaaranteed:')advance'''':recovery; 
of-the:"worst of~its":'l:o$ses::on:-:saIes':=-0The:~:est:cmates of..':!;osses oli'->?t'::~ 

sales:'mus't be set-:at sa;.oO,:per'::barreli'·lan,:,atta£riible figUre=: 'ThereO'~ 
is s:i:mpXy::rio other~estiri\a te":a:va:fIable in":€be:"'record'1cWlles s~ the',lC ':.:.) 

Cormdss:Con'..,;tj,shes":to':riiake -a ':bIftid:compromise ~ ':;:'Ati:'$S' .OO!)~:barrei; ',:,;;:; 
and ,··assuminq·-that ':SDG&E t s··esti':Mte..:of· ... ·one m!Ji1.1on~exeessJ:;~arrels:-:is::.;: 
correct;· ':$8'·-:m£l:i1on'-:.is:':a:proper~~il1owance;':':·!"AS::coWisej;Dfoi::san:!Dieqo.,:, 

pOinted; out':SDG&1:'::s€fll': Sf~:nds ':t'o:':maJ<:e- ~':qrea€ deaJ:x6f-::>rnoney from. ':'::.:­
sudi:a':::~roVi$ion :.of.:s:a'!'e-::Xoss'es-::rn"':the":AERi:if,::£€Cca-n. mana(je:::i:ts'=fuelc 
sO;"'a·s.:"to: burn::the~:a·;::wit'hout'·';:rej.ecti'ri9 .0t-b*,")eneaper:::·fuelZ,S',. .".:ofc~ourse. 

The ·s.t:aff' :·Witnes:s:Ca:l"Iowed:~:$a ;:'7S'o.~-o·o o:zfor 6£:1:= saI-e;"!tosses,,. 

and this S'WU, while not as well substantiated in. fact as the strai9ht 

$8 per barrel loss. is available to' the Commission as a compromise' • 

• 

• 
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..... -..,~ -~ - .... Th· "- i',... .. · "'~ ... ' ," "::"...... ~.,-~,~ .-,....!.,. ... ~ ..... "' ........ 'o~ -r _ .. .-;. ... .....,. :-"0 - ,. ' -:a_·· e-O ·'.'~in-"Inventory-r:5sue-.-c, "O'..- .. \.,. '~-'."- - -..I '~"-",- • 

. ~'; ':. ~The::EIec:tr:ifc Branch of :the :'s'''Caff '~beI;ieveS'~·'tnat::::(t '~~s::.: 

the Commission I s intent to have an annual review of':tbe::reasonaol'e!')f:7 

test year J.:eveI''':of:-:oi:r;=in"::I?nven.toJ:"¥('andPto tben?det7erm£ne':'wMt carryinQ 
~:-:<:'''': ':"+:<;',~r:-::'::' ; ... , ,~.~ '~l:""';' >OJ'-=:' .... ~":'._.'7",?;: J.:"'!r:;':'; ?.!.;... ~);::::. "! "C'o":'= -':I~:! 

costs should ~be~<re<;~v:e~ed. ;.' ::sta£..f.~.~esot~s; .::~~i. ~;~n ~ca~e the 
Commission found:':in:~:'9'2'496::1n-::OI'i:56':a€cpa9'e ((':that'~.::;: ~\"': 

.'.:-; .• .: .:\'\ ::;·:~'_I'::'.~ ~; .. ~ .. ,:~}::':- ,\ .. ..::?-:..:...)-.\~::'l'j:.. • ~)~:.: ~ .. ~::= 
:- ".The .:reasoX?-ab;~e; test y'~ar: :)1.~el ;.~f~ ~,i:l. ~ ~'t;~t;.a9,e::. 

should ;:Oe,;Jexamin.ed as--:-a ..mat1;er·2~f,,;c~~r~ (\i~.:.:,~h~,o:: 
evaluation of each .ut~~i~y":S ,fu~~cp':c:ocur~~~~to:':,-.G 
strateQ'Y and practices in the annual review .. " 

__ '~~~~o ~~-~0~ s :c ~:!:;~~~~o~ ~'Z~~C2 ~~~~ ~S0CCS ~ ~~w 
Staff then evaluated _what a reasonal::lle aVeJ::aqe mo~thly. level of fuel 

~~.: ~.~:;::.:< .... :~':'~~-:.",;~, ":::':'_.":"=.'~,.:",::": ~)::'~) ~r~':;:~':~:O':' ~,)~,.~.,.~~ _:0 _~:..::. :/j 14-)~:J~;~;:':1 

oil in inventory should be and reached the c,o,nclusion ~ that 0.3 million 
oj. ,-, :y' -. :':: --\,,,": ,- ;: ;~,.', ~ -: '.:': ~.:, ,., -::":"< ·~·:,c ,,.-..~' :. ;c .. ~ "'!~;: =- ,r;,~'.:;.!-. ...~\ '": =- -:,t-,:: ::0.: ~ 2. : ~-:-:C~ ~>;" .. = 

~arrels of distillate fuel and 1.2 million barrels, of low sulfur 
"; ... , ",":.: .. ...:::: .-'~r::C r'1,-'r:' • ~':""'_'''':.':':~,..t~ ~':':->:~,"::.'::''::';~;..r ~,~IS ~(":::'"':t')l ~'~1:J:'! '::':'0 ~:,< .. ~: 

residual fuel oil would .pro~ide .for approximately a ~,O days I burn 
." "-" _~':":\~ .. " ,:,~:, .. -- ''''~_:.:'':~I;;_ .:~ ... ;:.~:~ ~ ~.: .. <:):"~~' .. :v ~,-...~~;,...~ ~~.",:;) ':.:::- :..: ~~~'""~c \r=J....t:'!f:...~~ 

and that this was a reasonable level of fuel in inventory for rate- ' 
.~ .. ~ .. ~.:: ':':: :-...::- ~:'7."; ... ':' '''::;:.'\ ":.1.-:: ~.~:,: &""':0 ~:;::;·~..:::: ... ::c-, ,.::",~= ''l'C ~")=\.~O'='~":' ~ ;"::.",:)~':.£.:::> 

makinq purposes. San Diego concurs with staff o~ tbe inventory issue. 
'_ .. - ~ .. :c~)--:"-~'J"·-: :,.,'.;.:. ~"'_':':_:"~:p.; ~.:(" ~;"'·;~~2C: ':'~ ~r';'''l, : <.-, .:~ .. ~;: :C.'::1~!; ~~?::7 ::~:-:-

'SDG&:S paid no attention to D.92496 and simply estimated 
:. ':-,:--:' _'~.'~.:'"."":"::':' ",",:~ ='I"~''::-~ =··~~t~=- ::: .. : ,:;_~'":._::,--:-:)7);:~ ;.~.:.::"'~- :,,:~/.,.., ,0;:-:=-:"0::;' !O . ~).:.c::o-:= 
what its actual monthly inventory rniqht be for'March throuqh October 

,::' 'j",,:. :·\.T :~,"': :'-:\,,~ .. :'''~,'''''r''";~' .-.~,~; .:_~- • :':'i~ ~ .. ~:..~,,' :':I:)~~i:": ~~'':'''52 ":"::t:' :"":)'J: :;.=: ~'",;:i"'" 
1982. In addition SDG&E used,. in its computation .. an April 1 .. 1982 

~~ .. ~ ,"~ :~<,:-':7: _ <>":;.~~;". ~_ .. >::, :. .. ,~ .. ~ ":c<.: ~_'·:'l~' \;,.:.\~, :.; :!~ !:~=.~I::""''':.~:!~) C I :::.::;=-~ .:"'co~,s 
movinQ' averaqe inventory price of $46.38 that is subj ect to seriou's 

... - ._'_. :....+ \".:-:. 1 :::',_lo~-:~':'~C~ (~.~~~,:-:_: .... ~~\"':'"' ::!':-::: ";I~ ~.')~:.:.:')~.: ~0"~ ,,:';:'O~-:'-:'10 =2,C:'C:Y":'O': '-):-~': 
doul::lt.'I'he use of proper numbers is important in comput"1nq the AER 
_~= ~~~~ ~~: ~~~~7~~:~~ ~~~ ~~~ .~~~=~~ ~~~~~~ ~0~= ~:~C~ =~OC2 ~~~~ 

as revenues collected under the AER are not subject to, refund. 
-:.::. -::-' "',: ..... ..: ~.:.: ';:' ,'": .. ::;: ~\:L : ": -:'"":' : .... ~~~?,.,'-.:-t;:!' Cl:: ~ ':c ~~)~~~~':'~';~~t-: '2<'''::: -=C: 

b-. The Estimated 'Fuel 011 Sale Loss Issue . 
:.1:"" '."."--:-:. ;-:,::.,"'" ." _.... ~.".!'_-I ...... ..:: ':'1,-":. " ',: __ .. .::_L:... ... '~__ ~~ ,_,~ .. '.,. .-' ..... ::J.7l::-::.": .. I~-:,.t ...-,:' o:":",:,i:: ::.::,2 

SOO&E's primary proposal is to continue ECAC treatment 
:--".. ··~::c:· .. :.:;.~ .::,,:~. :,:,"":,~.~,',...t,=,-: ':+&"'\ ",l'-:-";:':!C:":~;;CI~'U ")r:~ ::tj;-i ........ ::.,II)~.~;~)'":) ~-:...'.:; 

of'underlift payments and qains and tosses on tne sale of fuel oil 
.. :C'~= ~,.,~ ~: I -:: )~.')r:.'=.: ~.::.::- =: .. :~" 

until the next annual review is made in connection. with SDG&:E's 
: ._:. , .. .' - ~ .... ',:: :,,<: ...... -:~.:,.-':~) --.\. '~. ~.::,.=;.~ )~~,~,~-:'':I'''. ~O"::.2~~ ",t;'"':;:r",J 0~·~ -:: 
schedu~d November 1, 1982 reviSion date. Staff recommends that qains 
or i6~~-~i f'i~~ ~~i~~,::~f:-:f,i~i= oii' irid 2~.Jd~fiifi~'-~~#.eii;;~:'bi'::fo~l~is~o: 

.~~_:~c= ~~ E6~~~ ~~~~C ~= ~~:C~ ~o~~~.::~~~~ ~~= ~\ .:8e~ :~~~~A vt 
for the April 1 .. 1982 through October 31, 1982 period with these .. 

:::.= .. ~, .... ,:::n~ <,.j:: == .. '"': ;":'.::-10{ :-:~'")':::: ~-:-':':'~:--:; :-:-0·· .... ~" ~:;:c: ;:, =~~ ':"::0 .0':'::: ,;)::.:,:,:(>:-.: 
estiI::ates used in determining the AER • 

-,~-26-- \--
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Apparently the Commission believes that;.the!,",±nclusion 
....... _, , .• 

of gains or losses on the sal!~~~~fu:~~oiL,-~d~un~:rl~ft payments 
in :,.the ~~;:;.create.s .::an:.·il?:e.enti v:~:,"fo; Pt:oP~ . .t: fue.1s ~ntanaqement. 
TheCommission .. said:., , .. , .. .,.',- ... , .. ~~, ... -''', , ..... , •. 0'· ~,,. .. ,-,.'" ." ..... 1"'"."., ...... - ...... , 

.•. , ..... __ ~ .• , "'" ___ .• ' -'\. __ ................. 1_ ........... ' ,",_ ~ oJ __ '-o- ...... ~ .. ~ •. _ .... .,j". l,;.. .. ;o. __ ... , .......... ,._~ ...... y 

.. - ,._-.'- ·-"Our-intention . ..in. D .. 9"2496, .. wa.s,..to~create :.incentives -, ...... -'-r,-' 
- .... ·"for··pr·oper fuelsmana<iem~nt by the'introduCtion . ~,,- t -',,---

. '·-of:tbe C':poss:iJ:"fJ.i-tY':·of -'rewards":and ·J;osses·~~"::Wecs~e;:c,t:~: ::.::<:::' 
no suf f·i,cient reason ,:~to' ,:::c~aIlge. ..;:our ~d.ec~s i~n,::a to; :: C' ,;;, ;:: :.: :. ,~o;:c:J 
this t1IT\e. Accord'ingly, these items will 'be 
included i-:n the AER-'(wh:fch':i:s an~;\est:frna-Eed~::;forecast 
not :-~subj:ect ':.to ::recovery::.:ru:the EC";C"'bal'al'i:cixi'Q =:;o:-::~ 
accoun:t'F:":':":':':D;9352'8, :::mrmeo ,= :p_ .:"'.1'2':' ;c :::O:'::!.', .• ' - :;"V'~' 

'" .~/:(:'~.'::V··~'I"": ,:~:,:.~,~.,,~::. ~=."",:',:: .~: .;",.),,,,:,:-~,,,:,~::- ~':::J "-'''~,)~.G~~::. 
It would appear that SDG&E I s possi.bili ty of a "reward' occurs if .. the . 

... ~,.: :.. . .:1 __ , 1"."'_ \ ....... ;4::·:--::C'""": ·-'I-~·.',,,":,~:'''/':' ~·_C.:·-:'·".~.·~:·"~,,,: ~'~ -:;'.-!' ...... .0~~:!;;:.:I:J_::;"I/·.·i :.-:"):"" ... : ::: ... :.="':; 
estimate of fuel oil sale losses and underlift charges~ adopted by 
."~ ~~ . .' .. _ --:- ~: .. _' :-::.-:= ::-:':'.~ ~::.:.;...=~ .. '";~~~ '~<"::~' ';;~'·:,.:·'::.·.Y~ ;;,~-:~:. ~~"C;, ::;~~.10;: ... ! \·"-:'O':~":)\.·:':~ ~..: :~,~. 
the COmmission. ,for the AER. tUt:IlS ol.l:t ,to· be .greater ,than the actual . 

-:" .. ; :. ..... ~ .. :~ ·",.-c~ ... ::c :;_~}~~~~"f:' ;.:1..: ...... '-'i";': ~t.. __ .:J:::. _'.):_~'~ ~~<:~""'IA..~:-:'~ :,0 ;0 ;':o, .... ~-:":s~ 

fuel oil. sale.losses and underlift charQ'es. The possibility of a 
-:: :"' ... : ' .. : .• ' :.~, ' .• : ("~ .C.-, \. _ .:~~;k ~~,.--;.:: X':''':.(" c- "', -.0:': :~·)~I ~ 'VC": ~ ~ .... r .. : v~J-l ..-.:.. c _ "):.J ~ .'_ :',:"":):! =--~ -,:;-::. 

penalty occurs if the estimate:of .fuel oil, sale los,ses· and unde::lift 
-'," ,:- .~.,: :..:. _4 \"-: .:.\ -" ~~\\~.-.,..:: :-:..: _ CJ~:~: :::) n'I, :_~\,'~) J_ t}.lC r; '--:-t:t;:: !:,i")": .c, ::~,£,,,,,. ~~.:. r: = :-~r. ~ ~:::.~ 

charqes .. adopted 'by the _ Commis,sion for the AER ... turns out to' be les.s • 
. "";'~'.:.~ ~~~ -:' :; ,: •. ,":; r., / ,"",: ~ .",;-. ... ~ ~ c :. ..: ~,;. o-:~ :""~.~ :..~~ ;~ ~_'O::, ~-:r)~ C ""'" ::)~ "- ::.::.~ .. ~; ~_.~oC"-::!c ::>~ ;')t~:~!":'": 

than tlle actual fuel oil sale losses and underlift charges: The 
:;-.:':: .I~~ ~~ :. -= .~:'~::. ...... _ :" ;':-:",: ::,: ~:: :~'. ~",.:,..:.:.- .. :"': 0 ~ ::c..:: ~ ~~~>;" ~ .~:. 0 ~ .;..: :.C'; 2 ~ ~ .. K .... 2 
trouble, of course, wi th this scenario is that SDG&E has control· over 

': ,-~,:: ,~~" :::-':; .. ::', ~. :,,"'. ~.' ,~ -. :". ...-::.:: -.: ... ~ "::':>;: ~)(: ~.-:~ c;.- \,,-:,c,~ ;;:~\".,": ,.:. \..- -:.~ = ~cr... . .. os :.J=~ ~ G =! :; S4~·W 
what its fuel oil sale losses will be. If the "Commission were to· 

_ .. :>?_~ ,:. .. ~,":\:,,;:. :.:':. ,~-:':I":=-'·::·,;~~\,~~ :~~: ::', ,;Jrf~~:': .. ~}~~)c.c ~o...:=:.obt: .. ::":': .::3'?': 
adopt staff I sestimate of $,8,. '(5:0,000 .for fuel oil sale losses for 

~_~:~~. =~ =~0'~::~ =~ =~~~ ~~.C~~ :0 0~~~C v::n=~~~~~ ~~~=~V~ ~~;vo~ 
the:~:~~o7,?~a~\~~:.~f~," ~ ~n~ -: ~,~~~,~~ ~ o~: .:t~~~'d~~~; ~~~;C' o~gu;~;d :'.r:'~Y ~~~~~; 
1982 SDG&E could then r.efuse natural. Q'as. and hydropowe:: and burn o-il 

~ .-:"~---::,, .. : .. '7. (::;' ~:-~",-:., .'::':':'~.~ --'C'.~. ~~1~:', / ... '.: .... ~, ~ ... , ....... ~ ~ .. )~'"~...,. ,;,"".)~-;')~ .. ~_.~':) ::"~~:'.lt". .. ) .. ,./'.:~;.. :'~:"I 

for the re:nainder of tne forecast ,period.. . It is di.ffi.cul t .for 
I',j'c~'~ -.,' .... ~_. ':', ("" .. ' . """./ ~ .• ""~. ·"\4-:.\ ... ( .. '· ........ ··-., ~~,.'1 C 

San .DieQo to under~ttan<f·~hat··';-ihc-e:O:t·:(ve~s--f-;r":,,pro~~i-:-fue1.s.· manaQ'ement" 
~.,~~,-~=~:,._::~ __ / ..... ,,_: .. ',~<.::"':.;=.',~:>~ c.::~ :~; ~ ..... .;.:~.~r'.:)-:.-:. ·\"·-:: .. ,.rl.~~:;c ...:~ l.:." .. .j\ .... -:.! 

are .. created ""hen ,the "possibility of rewards.arid losses'" are entirely 
.. ,.:-:: _' .. :-: ,: .. :::- t}_,:,:~~.; .:>: .. ~. ::0 ~,:' .. 1~_~1'.:,:,_ ':':";:,;':i ~:~::.;.:!:;':") .:.::~:} :::::~.Jr.7\"C:;: ;·::~~-:~~.:):::~i :...) 

within SDG&E's con.trol. -. -
: ~~~~2 ~~;~ ~o~=~~~~c~ ~; n~~~ ~~ ~~~V~~ :~~~~~ =x~~ ~~= ~:=~~ 

_ ' If the Commission adopted staff ~s estimate of $~8,.7S0, 00·0 
'., .:: ;.:.~::.- 7" ~ .. .::~ ~"' .. :~ ;.: ~ .. ;.~;, .-:::""':'::; .~,,~ -: ;.~:: =,=.,~ .. ~j ~.;:.:; ~~..: .:: .,: "v"~. ~ .... .:';,.; _ ~ ~ ":.t)C~0"J'OI: ;;;;.~:.: ;:'~')~::>::; 

for 'fuel oil sale losses,. and,losses of that.mac;nitude were 'booked 
: .. ~ .',:.:::":' ':(', ,;'. '-'.:: ,~;:;.-: ·'.:I;7"~\o~ ::,c_ ~:"::.- -: .-',\;':',:",,::': ~'Io~.~. ..L. ~ CI .... '~<': ~~ ::0 :',:"~ ... !:'~ ,'"';:o~::: :::! ~J:"=! ~~o _ -:0 

by AUC]'llst 1982; is the Commission q.oing to order SDG&E ,to· continue ., 
~~)~: ~:~~ =c~~~~ ~:~_ ._~ ~~~O=~~ ~~~o~~= :~~~ ,. ~~~qA 0~= ~o: 

sellinQ' fuel oil at a loss even though SDG&E will not 'be able to-
_::::..~ .. ):~:: ~~:::;.:i':=-:~':Q'!: ::l ~~t~;'; 2::~:z=l=::~) 
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r;<;.,.~~? .. ~tw! 
'-o.......,.",~\J " .. _ 

:r~~e;ut· ~lia~~~a:{tfiltB: S.O'S:~ i ~ ·if7.~~r:~ 'i.-'sc ;fhe ;commi~s-si:-on-:'go~ttg:'-to, ;hoj,~: 
SDG&E harmless' ;f~oin-: 'tb~" ·1.i~o;s{l.:n-~';£tab!e~ 'sha1:eh;iders Ib:a~C:t:i~:isi!-::!)'V 0 

1.'1 .~e.; 'Of ~t.~s;" dUerrma:, sm Ol:e<;OxaskS< th~J<:armi-SSlon :"to reconsi'-Qer-=:tts =trea~nt 
of fue"!' --:·-0·c:1.·-;.,:.:::· .. .;··I~e:;"~.:;7:n':'s ;:':n'd' ~J:'o' ;~s·-e;';·.;;o~ ':.1,::- ;'v·,~;. .,-" .. - ,-,'"" _~n_ ..,,...,,' ':--. I. ~ ':J..... g. .....;;t • ~""".""'- ........ ~- .... ,., .............. - .. ~ .......... '.J_Cv ..... q 

- .• ', .... , ......... .-,-. •• ''1''' .. ',. ... ' .• '", .......... ,.-- "," ..... ..-."-." • ..,,. ••. !-. ~ ... ,.i .............. t_,,,.' .. _ p ... '-' ," c. Dl-Scus·s':i.;on· ~n.'· ----. ~'"' -~- .......... .,¥ •. " .. --~~ ,;.0\; .. C:':):":,;: :-:cc;,:.: ;)-:\~:'.cc.:,::.:.: 

'0::: .:. .:. .:.. :: " :".::;:-: 0 -Though ottr ':a6tforttod:ay -Wl~Jtl::; ~nave: ·ri-<9~f £«:1:-: on:'tthe: .. b17r.r:ent:> 

electric rates which SDG&E charQ'es its customers, our resoJ:ut::ton>:o£:':':. 
the ":ci~t:stariding: is.;s~es :J.n") ;iOO'&~E':s annua.1.'":. ECAC~:rea~s·on7ab-l:en·e·s.s review 

'; .. ',-: -':should' :;';'i.v;~' i£qni£'icant £rnp'~Ct'"':;:ori-cthe ';;fu·t:u:re :cOndudt-' of-;:Opera.tion;s: 
" , .. ' , .. ' 

by'sOG&--e-;;.~·: The ::-outstind':friQ -is;Siles,·"'a.1:e-:~as;··fo.l1'Ows·?=·:::':?:::·:' c:: ~'::';V':9:':: 

... -: -.' ;~f .: "'.: '-Thi 'Teason-abl'ene ss' ·o·~ \SlX,;&-E~I;S7' op'era-t~i~o:sJ and' ::~.:: ::: .-::;": ':>': .: :::. 

-, ."<:''':':., .. expense~.~fr.o.m_ ~n~ar·z:l·~, .. l,,9-S'O./t ... th'co.ugh*r-I.-,..,.r ~~ ~~~~:" ~t''''~' . ., -~- _ .. _-' .. __ .... "/1- .. _ _ "'" ~ ........ ___ I'tt. .. _ 

. _ June 30. 19 S 1: . . ~ 

.. -. ...-~: ,:'.2~~ ,:: ~ihe.,'~~;;r;;ri.~\;'~~:s~i;;at~~·"~fe~g{-lig:;tilii:'~d::: ':;. -'~ :;~c: 
-resource 'm{x'-for 'the ~R-: fOr'e<:'as't! pe:r:l-c>cr.::of-t·,; ~ ... , :":'Y.":' 

-.,,'~' .'"::. ~ ..... : .... -Apri"l::l';:,.:1~982.>:t<>_~·,Oe_tober- );., ... 198.2.:,~""rr_\r,.\_ ~ ~,~r,:,:" 
... ,. , ........ , ... ..., ..... " .... .1 .. <11 ___ \:.,.i_~ 

•
... ' ." .. ·,."'3 •. Tbe ·a'Pprop~'ia:te" ... l:ev:el.,of. :e.:s:tim~~~d");~¢~~e~: '<?,~_., . .-_ ..... ~:::..:: 

f'.l.~l oil sales. for the AER fore'cast ,.period;- .. " ~ --~ 
<~,.: ......... _:. ... ,:::1;, :' .. '-:' ;;~,.;)C -::c·}: ;~ ......... .-- ... £\:" ,...,.0:..· .. ,. '"rr, ~. to ~- \~-r-"","\' •. ~",,· .. ..... ,.-

4.. ~he ~app.~opriate" .l,eyel "o~{ fuel oifJ.n -{nve"'ntory"· ... - --0. 
for -t'he'·-A'.E;R- forecast :penod~;- "aoa-;:.c c -;:~:'c:.:-;,·:. :;~:'.-;·A· ,'::";'0 

- . " ... ~~S..;':':-ihe';recommended:".:~R. ;x:'::;:- .::,.: .. ::< ~S;:',)2 c<'-::: ·:,,!C·:':'; ::.::. \ ::-:':""C 

Based upon our review we will not find· .:'that;:CSD~E>~s'" opei:a't:ions 
,: ·:·and:·::eXpe:lses:-fr6m·:::January"~/"l98~O:··-enrOUgh'"J.un~~0I7~I9SJ.~::-we:re unreasonable. 
'." '~iUrtief::lore':'we/ W±il:·:aaopt;:SDG~I:::s.'·:,est:i;ma:te<;r: erect-ric ~sa:r.es· ':an~o'):es'ource 

mix" 'for ':the -AER(·foiecast:per±odll:~.'·:: ::roweveor~ ~we .<ro':ri:nd:cst'aT-P s):-: = .-..:: 

• 

• -'. ..... ..... •. _"'0 ' ,', '. _:-.. ." _. .. .; • " ". ~ ,,....... _. , ... ~ ..." .... ~ 

presentation; . both -io "gene'ra-J: ··ana "'Wi"'th re-spect'-to-~t~e .:rema:i'"tiJ..-n~:-:t'ssues, 
P;i~~:;'s{:'';; .:: --Xi =~ppe'ar i s'ihai ~: SOO&E; '''ha~ =be:en:.Unimagiila:t::t-ve ~aS;: ~We'.J;J:j c:~ 
as: ~aIis~i<::ln: ;forinuta;-t:fn~ :md.:'~fmp::temen:ting-'.i-t:s.: 01:1 .:supp-1T--:and;' t,:-:: 

:ga-sc '1"ore"easting: :pol:t·C:ie:s··.~:: :.:.:: c -:::, c:': ,:.:=:. :''::'C;j':' .:.::.-~. :::.~:.: ;'~::;;;; ?::l:~:.;:.::. ;:'J:' ;:':)"J'.;-
... 

• _~ _ ,t." •• ,' ... \ • 

. Th.e-' adopted '.' sales::' figure' is~:tb.e;·:only;·:relevant ';:datum:'presented :tn 
th.e,·record;.;:. .~3a:5ed<upon. tb.e'{record:-.inoA_59.~8A, ~?:OG(i,,~~:)s:~g~t:Ioe:;:~,~;..~ 

. ra.te _ case,., we. be 1 ie:ve ... :tha t the ~ ado pted sale s es tl.ILa te is. signifi­
. cantly' u.:.dersta-Cec.; yet -it is the'-only:'usable'~'in!ormation;,c"'To-:=! 

.. ad'just for this:dei'iciency::. ir.::the ~record,:evide::, .. ce ... ;'.;~e_will ..... r~.~~~t 
~he a~~licant-staff stipulation and direct t~at ~eve~ues, under 
th.e A.Z~ be collected subject to th.e ERA.:\~. • ,,:::;.~::,~:-:-: 
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~"""'"\ i'" :.\ ,. "',,,,.\ ~~'. \'"' ~. 
iIIo,JI,1 \ \._ \......, .. \_ .... f ~'~ 

While we will not disallow any fuel-related expenses. incurred. 
cy SDG&=E during 'the review period, we wish. to state in the strongest 
terms :tha..t~ a ... ttbusiness~.as .us:ual,;" a'pproach. by': SD,O&:E to,it.s chronic o·il 

... - ... ~ - l..: .... '," , .... ,.. "..'. .. ~ '- - . -- ~.' ,.. .. ,'" •. " - _.' •• - ~ . ..... \.. .... ~. ... 0< ; : ', •• v ..;.. ... ~;; 0 .~ :; .: _~J;.) ~ = ;:l:" .. :. C' :: 0:> ~.-: 
oversup.pl.y. . .and.gas, for:e.ca,sting,.probl.ems~,i.s. ,unacceptable. .' 

.- .-'- 'L_,,-.-- .. ' ~.- ....... , - ..... -- .:,., .......... "f ... ' ........ ,::.._I·~_~ ~}t:.; ~o-;.:: 2Z""}':~-:.s:: 21.0C2 

Imp::ov~.d :p~r~.~~~~~ .~ .E~~<?.l.Y:iz9;.;':~h~;.;:~,x=;"~~ ~~ \~~~:;,.:.q~s~;.E.::j:~~,~~ ::: 
problems must be realized. The continuing oand .. c:t').ls.hinq.~bu.r.den.s ",:> .~~~ 

, ...... ''''' ...... - ... ..... ..... ~ ............ v'.: y' _...) ,-;... .... _ V _ ~_~ N _ _ \.." 

i.."nposed upon =atepayers durinq this period of pervasive •. e.c,onomi.c.. 
•• ~_'~ 4' I,,"';-'~ .... '-0. .....I 

d·i.f:f:i:C~:lty::may) ~e:ll::rectUire:,radiea,l .depart.ures\..!:r:om t,radi,Uonai-Utility 
... _............, ... ..... .. \ -,'" ..... - ~. V' ...... - - __ ,..) ..... r:.i _.....". " ... 

man'aqement·.,~- .. ·- _.......-.·\···0- ....... ,,-~ ".,, __ c.' ~",","'~ .... '. • ., 
' . ~~,.',', .... ,.... .... ~. ,...,.. ........ ". -",,_.,) ~-", ... '-.... ·C·':!I/~ .. ;;~i.l"':~ ~, ... v~~~ .,,~,::~ •• -: ~.,:,~.c~ ~..:.":=:>~).;..-:. 

',,".' ." ';.,":; :: ·~'il~..: ~.eont.ra.ctu..:tl~ riQhts. to ·.m.i·11:ions .of . ..,barrels, ,of oil ... may , ": ... 
',' ..... " .... ~ ..... ,,~I '.'" -, ..... ___ - ......... ~.~'_~ .... ~_ l .. / ....... ""' •• !;;.iJ"'"'-"..;~ "'::;J ... _ 

provi-de:·SOO&:E:. wi:th).~:t:.he .s;e.cur:ii::y:.:o:;~~~~9: ~~.:.~::-:~~~ ~~~~~x::u::,.::?;~rovide 
service to its customer.;S' _ey~en..:.in.i~the .. even.t ..se:\7er.al . .hiq1:lly.., imp,r:ol:>able: 

-. ". - -- .•• - ". '.," - r"." .~--.- ........ '- ., .......... ' "'" .,./....... • .... ' ,¥'\,i~\..... '!.'--
cirC'.lr.\stanc~s·" occ.u=;'t:, :tbe., t.im~~ -m,ay :have" come- ,.when. ,:r:a tepayer~ are 

.... • • ~ ... -.- '.p -', ...... ~ - ..... -- ... ~, •• , .. ,.-.... -',.... ... .... 

unwilling or unabre-:~;paT::£or ·s\lch':Chi'"gh'":. reve."'l~-:of:~:s:ecurity. The 

cost of ens~ri!lg .that SDG&E; will be able ~'::~-?c~n:t?ln~;-;:;;roviding service 
. ..: . -:. :.' ;~.> ,'- :".:.:: :' .. : -::- :".} - '~> ;;''.:.> ~ ::.:\~..:: .:.-~.:; ~ .. ~ -: ~ l.:~ r -:~;:) ~.CC'!!; t),:,! ~ .. r: 

even l.:l a worst;;<:ase. scenar-io· may~ hav:e ...:ceacned"ull:ac:.ceptab!y high levels·. ... -'."," - ..... - -.... 'r'" '"~ ~ _ _ _ _ ~'. _.,. , .. !..., _,.J _,,,~ _ ..... 

SDGSrE requests:';:· ·3.2i mi:U!on~barrels;. €inelud:i.riq::2::S' million barrels of 

'LSFO corre5p:)tain/;? t,OcJ:4O::'cays'':: Oirn,: as :ari.;:i:riventor.r-(for~ year. . Staff CO\mterS ~ 
an inventorY~~i-:i-~5 :~~i'i'{~i -til'riri igj ~t.srr:::re:st:fdu=ai"::and: diese'l fuel • 

. ? .... ~-:.-:::":.) .. /."':.:. .. """:'::' ~~r') :,:,'I;;~ :--.... 0 ;"I'\ • ./f"",. ,,")"'!'r.··<Io,f- ...... <j-r-t-'r; __ .",.:~ ..... 

oil, which equals a 54-day -burn:, at :SrX;'&E.':S-(O.cecas:t :r:l~te-of oil 
.... •• , ... -- - - .... - ... ....,1 __ ~ _<....._ ,.' ............. ..:J ... .I .... v_ 

burn, is more reasonable. We find st~ff.,~:.s..,..re.comrne.ndation -.reasonable, .... -.. .... - -,_ ... ,-' ..... , ....... .- - _ . .,'....... • c 

. ;: .. ' .:: .: ':.:- _. :SDG&.E ,:pro.v:±¢'ed: J;~nsu£.~i:~~t: ::evide~<:e., ~o .support .)i,t.s ,....requ~.sted 
• . .. "'- \- ... __ .... I!01, ..... 'v ' ............... ". t., ...... _f_"'{.) ... ' ... .,;" 

.. ::: ":. .l.~o.vent.oryleyel., . -5:oG&E) merely .asserts -:-t·hat.....a.bnormal. weathe.r cono..it,ions 
. - -.' -.. ." .......... ".,. ..... H' ,.1\';_' .... ',,'-.... _·w _ ..... _n .... iot'( ,;'J _~>~...:.,_"~~_":_ I-

in the.: -f~~,~of::a_~~09;l ~~r lc~l.dYA~t~r.':"~~~l::;<?,c~~~~l?~~o~~":,~:~y ";.~~" x':::-: 

. ·Of:the:~t·ime,·and.wi:ll~::.l~~,~e{::~~ 9:.;~ . .;a,,!~~1~~,3:.~~,~' ::~o~~Sc.P~~~~:~:~~;~8-:'C 
~o cr.ed.ibl.e .. pr.obab):l:i:ty'::an.a.lY..Si.~{'.w~.~~e~~J?:,,=ect -:~<:>~~Z'tPI:~rt .:,~.: ::~~~~~ 
that;qas,:_~o.uld J)e:. un:a.va?-·l:a:b-l.e::~t,o~:SD~E:. ~O~~f~.:.t,h~;>,:.ti,~~,.,.::F::.~~~e~o:;'~J 

even assuming Qas unavailabilit~, no probati.~~I~~i;.d~~<;~:..:'£.a~~~~~~~d 
to su~port SDG&E's proposition that it requires 140 o~ys o.f '>i1 bu.rn 

to reliably:;carry.':!i t~thz:~u9h,<:~~;h8~';P~! i~C!;.:~f":. g~~:.::;!!~~~!te~'.~l~E.y a \:­

:2inaIIY;~;: tne=e;:was ,r£ttIe·:·,or":::,o":anaIys±:s ofc:the~::,eliabi1;i~y-:and.; ..... 
-P~~.gibil{tv ~·6f;:.:~f-d~r ':6~~ioA~:'~ i~~b:':' ~~. pur~haSed': e~erqv.~:;1 t£?thet , even.t 

• ..~~ .• _- ."--~"-'''- .. :~ .. ,- J •• ~ ..... _~ ... • ... i .. ) .......... ___ 'W·';'."'I~ "~~)IJ£..I,V&.;;~~:";' .. ",":;': \"'_'::.c:.~:J 

:6f:-a":worst-ca:se:::'scer..ar±0:::tn::;wbicb~no~qas::is~ava1lab:le .for ,f:iy~~nter 
~~.~~~ ~~~~~~~~ :~~; ;,~~~: ~~: ~o~=~;;.:~l;~ ~~c:~-=~~:~l=cc ;~~ 

:nont!!S _ .. :.:;: ... =.~ I ..... 1"'''' _,.. ....... ,...... ~ ~ ... ~ ,. ~ " , __ ....... • 
,:' ......... ' ......... ... i -'~} oJ· ..... _I..t _!.: ~ ___ ~i~~C: 0:, T.'::'I"\. ~:-.: 

-2 . .9-
-:;--.: .. -
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• 

!~:,'.',~1 p :'~~;::: ~~ ~:I~~~.C.: ~.:~~~ ':'::0 .:~~.~ :0 :r;~=:tJO~~= ~(:.::~2%.:::.:::.:r ~g 

_ .... \ --~~: .. ::: :'.. C"~ ;,:, ---:-;::- ::.':: :: I~ ~.,~ :: t Z..:,X2 :;::'7-~. ~ !~.:': ~c :~~!:'! .:=--~ ~~=o ~ ~~~ r-)'.";:' 0: :{ ~~~ 
" 'We must ,aQree that' SIX;&E's reques.t,ed fuel oil inven:tory 

-~~-~ ~~~ :~ ~~o~:~o ~~; ~~;~~~:~~~ ~:cvc 0: ~e _.~w e~ o~oc~~ O~~ ~~~i 

~,~:f~~~~ ~?:~~:7~~ ~7~~r~;:~~: ~!cttg:;~~~:;~~tt.;1.:ac;::.:~~i~~;~~~ ~,;~ih~~ 

• 

" . ~~~ by. ,.r~~,sq:;a.b~.e .p.t:oJecti~n~ .. of" .n:~j.~ a.n~, ,>re,l.iab~.;.;.ty. _!~~ ?tE~r 
_~"'c"'" _,_ ..... 'w' ... 'u_ ........... "-' ............ ..,~_I .. .l_.,.". _ ............. ,,~ .• ~."" ..... v __ • ..,#.~ __ 0 _-.,~ .. __ 0 .,a.~~.,.oA!:2w1'_ 

. plaus1ble~ .. exp.l~na;ion_of .. ~I?~,~~.~ .r.7-~es~ .. i~~,...--:.~'; .. v.es. ~~~:~"~~1~', ~~'" a 
.• _ .... ..... ~.JI..J_ ... ".\ ...... . ,.i'v/ .... ;.J .. ". ~._ .l... _fv~ •. ",,,~ ... _, ... ..,;.. ... k .. v ... J,1 ...... ...,."", __ ...... J ,.V',.. ~"'.",~_,.I_ .... 'I .. ..,...., 

,. . determin.1stic:.--rather _ t,han probab.1.li..st,i.c: ... _a.na.lys,i,~ of .. i ts •. f!lel .. o,:L~ . 
• w· ... _' .. J- ..... _~ .. _ .. _'_ ..... 'vI ~'", ..... ___ .. ,./'.- .... ...,._~.-f .... -._ .. _e,..."aI' ..... _'- ... '-'~_-. ...... _.:.tv .J-_ ....J..J-..,..)-~;,.. ....... _ ....... ve 
~ "requ1'rementS-. __ ",..Rather ... ,than..ranalyzing .. t.he...p::.o.bab.Ui,ti,es,..ot: .. vario:us 
.'_ ........ : .. .,.. .. - .... ___ ' .............. "*.~ _ _ .. II_ •• ----_~ __ ..... '_ .... '04 ~_' ... , __ ~ ....... ...,.._ J ..... ~ ..... ~"" . ..J ..... ..... _ .J_...,,-.wI~ ..... ... 

events:· ,occ:u~=.inq .~d ...... eiQhinq .. the .. ,eost.. of.·ensu.r..i.n;: .. aqainst .. thei~~ 
_._ .......... -~. ~ ..... ~ ..... .... ~ 0 01 _ ....... v __ ~ _'...... ........ _ v ___ J""I ..... _ "'" _.... _.... _ .... " .... _ ' 

~:. occurenc.; SD:~~a~peaz:s-:,.co,n!ren.t. :to'.::.d~t,~~~n..~:~e.:i. ~~~;~~~~O~ ~C 

and to, request Commission-authorized expen.S:.~~~~.~~af~t;.:suefll:~n 
eventuality - x:ec;ardles.s .. o.f. i,ts likelihood of oeeurren.ce. There seems 

.,·.:!.-.::=-:v,~·.· .... c,.; "::-:.;. -"!;:,;, .-.:;.;.,. 2r~..:..~:"_'-~ :0 .~0':=Z_:;~_~~ '":~o f:=';;~::'-

to· =e no- othe= sounc. explanation for SDG&E's continuinQ .. inacc:urate 
:~;~~=0_e ~~~~O __ O;0~: ~~~_~~~ _~~W ~C;~9= 

forecast of Qas availab1l i ty. - . 

_ : -: : ,~=;doP~9~staff.~S- ~'~~~ Jevei"~f r,~~i ~~1.:in i~ventory, __ '-J_"" _'....I_..,.j~_ ........ ~_ . ..J ..... "-' ' ............. _ ... -..1_ ... _ _ '~;.. ~ .. _ •• • -J_I<J"'-"'''':.)_ 

we will also:accept:..:.sta,f£:s;;.su~q'e's:t:toc:':tha.t~be-:co:st, o·f eaeh carrel 

of excess oil ov;er;tee a;J:l:o,wed.~inv:ento':y·::be ,S;ba:r.eQ: between the rate­

payers and the sliarenolo:ers:. ;; ·w~: 1.{i.l:i~~a-liocaie:~tie~ excess, oil burde~ 
, .~ - ... ,1 _ ,.. .;,.~'- ...... '-' __ .. _ ,.. ~._ 

equally betwe~,;l th~-"r:a:tepay,ers: ~~" the .s.l;lar:eh~l~ers. And:" sinc.e 
~-. • _ ..... _ \ II'"" "_, ........ '.. to'... .. '.. , I;.t..... ... 'w- ,:.; _ ...... I~ ~ "--, __ -.) ... ,(-. • '-" 

SDC&E's. carry·ing.: ~c¢st's: ror.;:,o'i:l~~'iD>:.stor,a-ge ~re. 'a~bou.t $8 per barre!, 
, "" • _. ".~ .. ,u"""._~,' , .• ".' "'-, " .. ,.. , ...... ~,.<.-.~a."'-, _" .... _"...,.,._ot'"~~ .• ~ ... 

we will-::~ll~:w:' $]._ 'P.er~.b~re'1~ for :e~·c:h"~~ar.r.el,:o:f"::o,il: in excess of 
.. '·'.4 ..... , ......... ..: ... __ ,_ ..... ,' ____ •• I. ............... '."'--'V·" "_~_"~_"."_ 

&\lthor1%e~d c .1p.y~~t"~rr ~ to-~~! ~l.c~~: ~ in, t~heAE.lt~~:,~, I" ~ • 
--- .... -, ._ .. ,""" ..... ' ......... ' .... -- ,-~~...,I ."_ '" ... \ .... _""', .. <. .~ 

W.1th respeet to the ~E~~~~~::.;o~'::;ue,;l\~l):8ale losses., we will 

a~c.~~~~:.S_~~,~ ~~~~~~ti~~~ ~~(.~~~t1n:ue ~t.~e~~~1\t,:~:auch expenses 
in the SCAC balancing aecount for now. This action is t~_e,~.:.~~~l:Y::. to' re-
flect the uncertainty surroundinQ the issue of SDG&E's scheduled fuel oil 

deliveries and' the prospect that SDG&E may acc~l1sh certain reductions 
in its current fuel oil contracta. We note that D.8:2-04-073- issued 

April 12, 1982 directed SDG&E to- show- cause w~y the Commission should 
not require Soc&! to· suapend or reduce deliveries of residual fuel 0·11 

acheduled~UDderit8 existing contracts ~th RIRI and, Tesoro. 

~,.. -.c.-
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By maintaining treatment of fuel oil .ale 10 •• e. in ECAC. we. 
seek to avoid cOCIIl>romiling or ltmiting SDG&E'I negotiating po.ture witH 
---, ~ '"~'''', •• ~-. ~-- .'."' ..... ' •• - .... /-,. -:"" •• "\ .... -\ I ~.: ';-.c~) _~~...r_ tI"".~ .. -, __ ~,~. _ . ...,,: .. J'1I¥Io' !o>"i\" 

HIRt ·.nd . Tesoro· ...•• we'lf'il" 'to. avc;1,'Cs, prej'uC!ging" che '-o\itc:ome of our order 
t~ ~h~~' ~~~~~ ~ .: :~iii c~ '~;;th~rlz~ = i:o~'~ ~~~d~cA2 ~jl;ri:~hti' ~h~c~~t 

,., :, ..... , .,-,~" •• "" " "-, ... ', .. ,- ,,--'" :.~""",,,-,, '":'C' '":1,-..,,-, ·-~r.Io,,... ..... ~ _ ..... -""--"':'O"'~- .~",~/ _,.~': ...... 
treatment of~ fuel "011: -Iale'"' lei.-.e.: we' 'Will -p-taC'e -SDC&E'''on ·not .. 1c·e .... ·that 

,. any re~e~t ':f~f' ':i:iC;;.i;c'e :c)i'~~~h ;e~ri;;s:!n ~th;~o~e;ber'-E&C:;;,i1.1 
.~ ., ~.. ","." -:"\-.. - .. " ......... ~ .... " ""' ....... <" .,.. 1',".' ~j'(" _._ ...... , .. ..w ..... --l",": -,.._, _ ...... ;-. .. ,., ,. __ ,.;~ .if'\,' ..... 

be - .ub j ected -to 'very 1:'igoroua- 'Comml'salon acrut tny: ." 'Our "de'craton- 't'oday 
.... • .. "'-', ,- ',~. - ~ ~ • - . "..: '"".... .... ., -' ... - - ......... ,+ -, - 7" •• - .I.., _ .':'\ .-I _ ... ::- _ ..... _ ", ....... ~... . ... ..... 

should' in -no way ~'be' "construed ·&.:-carte""'bl:anche-"'autliortty· for S'DG&!- to . 
• e 11:~fue I :-:oi:r'~'iiiea:pe'ct1ve: O£: 'tbe:Jleve 1": of ':th'e ~l:o •• ~nor~1liOU1~ :!'t\':> 

be eonrtiuid'":'as" &c:eeptln~':SDC&E'-li e8t!:Daate~of'~&~~!bl>1~ J:OA~<on:fuel 
c 1'" 1 -.. ,.-" .. ~ .. \... ... ' ..... ~.I"",~,."'~ ':... ....... ;, ..... ,.. .... ~-~jt., --, '......,..., ,.-,....",,- ..... -. ...... _"" .... 0'" :""",tI'I '''0:[: -'n el~as·-re.'SOnag-l.e· ... · .. ··~_···-j -'-'~- _· ... i •. r .... -.:'- .. v ... '-.,~ ....... ...., .... ""_';""'~~_'" ... ,..I •• ;..> 

... : . -:::.;-::- . '~1~2~~::.~~: c~)~"hi~:ti~i ;~=r; SDG&~~'~.:~:i~?or ~lf'l.:sc~.;e~::£ont.~ 
c.' ~ei-lo~::·~ii-: .;i~ci~d~;) th~~ ~r61~o~~i~i~£e~di~<;.) ::,~~o~ -:~r:;"o 0:: -:.~ c: 

. .~~~!~~z~~~v~ ~~; ~o :~~~~':o~ 
... l. ~ SDG&~·s esti.mate"s.,~o,f_e.lec.t.t:i.C'.,.sa,l .. e.s .and~ its 

'-resou:c'e - mix' p'roj"eCt"ions 'arid:~·est'l:mat·e'd: ·cost.s 
.... ~. ~".'::: '::: ::.:for '.~tbe :;seven-mOtt'bb:::~ ::£o:eC'ast'C',.Per:i;od:;':~ :..:. :. .... ' ~I ... • 

-. :-- .' ... 2' •. :: $.8-.,::1.22,010:0 ··:for ::t·he: ..::ca'rry.~ci9 eOsts!:'of -t.he :.:. ~,: x-:,' :::::;. 
'" - '," a,':l:t.hor.iz.ed. fuel· oi 1,' i:l i.n.v:e!l.'~o:ey~ 0.:.. "',.. '-. _., .... _"' ...... ~_ " - .. - ,,- 1-:5" m'i"l'l'l:on:- ba'r':e1s-:'- . - ~ - - - ... ,. - ~'- .. - - ..... .....--- .... ~ - . ~"' . 

,'. ''''''e 
• "" .. ·" .. 1 

"..... ·"-~'4"""-~··:"""""'-'-·")o ,~,~ .... -.-..- ..... -c",,;·- ... .,-, .... - r .. ...;- _i· ... ~'~ .. I:'\'lIIIt v.., .. f" ... ~/(,..r • 
. -,. -- . -' "3. '}.n- 'all'owan'c'eo': $"6;'880 :'0'00-' -rS~.;i'bol"'. ·x- ........ ~.... . -_., .. ,.) ~ 

" _. - :~ 1""''''0 "''''0 ·'"''"'·'·s··-·exce· $~"""~'''''~' I:'or' ~~ .. , .... ·.;'n·r--"'''' ~":.'l."':? -......... --...... ...,....J .. ,"\J\,!. JJ,"-J" ....... ~ ...... I""' • .J.V .... ' ' .. ~_!) ..... \ , •• ...".~ lw ...... ........,..,.. .... 

- ~ - in~,en.tory., .i.n .. exces,S ,o£"', th~ ... ,a.d.op.t.e.d· r~asona.ble~ '" "' .. 
" .. '~"q ,,- i:.ve:lt'o:y' volume~ 'Of 1':s. rr:ilrion·bar:-els .. :-.... nd.--- /' -'" 

I ';"", ~ .... ,,_' __ "1. r",""~",,, l~fI'W ........ " ~~- \JiI' .......... .,..-f'II)".~, ~~.,., .... ,..,..... ..... fI"-,,, .. " 
4 -, $2 .• 035,-;0'00 _'1:i' und~r:Clft penal ti'es .. ~s·t·£pulit-'~a· -'~,.---
,_.... '~,. ,.., 1'- - 'oft' ~ ...... ., ~ "", .... ~I -.,.~r..~~- .' .. ,' ~ '-;'- ··.··to--W.1-sta·::""and-·SDG&E .... :J ..• , .... _ - __ , ___ ••• _~ 

.: '.~ ·:·,-·Tbere7for~;·~tne 'AER':.d01>ted~ %or:S~=wffl: De ::e:«t:-~l!.tt""id\::· 
n. : ... ,~_ -f~lrl0W8·~': .~.: L~::;':=::_:'. ~.,..::~~::.-- .'~'~ .. --= ':0:: :.,":~&"=:)~::; :~;::':~::.s":.::.,c' :\;:..:).3: '.'>i:: ::;. 

• 



,: .... ~ -', .... ".-_-_. 

• 

.... ~ .. _ (" r" 
.. I_I-.. __ 

.. 
~:-\ ,,,,:\ .. ~.,- ... ,\-.,. coseo.A 
... 1 , ... -'l< -.I\' \;;>.... .."........--

Cost $tt 
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Since we are adoptin9 the recommend=a-~i6t? .... cit-=C~th..hst~ifi~~1la:-
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: 
I,/~: :'"~"7":"' 
..... ---.-.-

Domesti'C : ::: 
Lifeline, ~ 
. .: .. ,:...,..-" _ .... - 0.439 4.&77 

Domest1e ;~O !9~~~C _~ 
N'..0~:e..l~e 0.439' 4.&77 ':';0 .:.';1~~,;?;)9. . ~ 

Adopted 
Total Rate 

8'.980 

Nozi4'ome'st"!'c' 0.439 .- ~ .,6;-.16,8 • .:-
.. ::~\'·IfIO'"' ... ~~w .... ~ __ .. .2 

Si:l"'"ce'" )lP;i'l. 1.. 1982 represents t,he o~irmin9,-:.0f., ... 't;he~ AER. forecast period .. 
,.. - ..... :: .:~~"!.:.'.:-..-' ~:):J":''' ... .!..~-;.:.. _"-.w _ ' ... """ .... -'\./"" .. "-

and" we- are already three weeKs beyond tba:t~ da.t.e.r .• the adopted rates 
,'"', ~ .... ,~ ~:'::'\ .. ,",:~)1-=X~ ?;,::;~ __ ,:"", .. "t'\ '~''''''_,...I _ _ ~ 01 011· 

should.'" become effective immed1a:t~ly ___ :..We ,,,,"11 .so,.order-S 
'," ::-' ...... 1'1, ..... .... c __ ~.JAtI ........ ;.c.';:'}~ ~~oH''''- • 

- . ~ -" Finally, we ,'Id,ll, r.ei;terate,. o.~ .. enco:uraqement ;:to, SDG&E to, 
• .... ~ .... ,-,.... --\ ..... ,;;.- ..... , .. -.;.,.-_-_ I.",~ .. .,_ .... , _I....! ... 'w.w-w..- ..... 

ciiliqently' pursue efforts to~ improve its., qas .. supply,~ forecastinq and 
· -:-.~;"' c '':'' .:; ..... -~ _..... .... • ...... 

to ~~?~e,: its oil ove.~~~~,~<?!::: ~,:e:,~e=~l~:~~,~~s~ 1mp-?~it10n of 
a penalty' at .. ~~~:: t~e.~-::~~~-:,~~.~b;.~.::~ .?e:. S~f~~I::~~~~~iO~:. nature that 
s:>G&E.,is Placed,.,on-notice-tba:t:we.:wlll::,consi-der:J.:a.=.penalty in future ....... -""" .. , ' -.- ... - -.. .. ,. -....... 

ECAC annual reviews if SDG&E fa1ls~:to~e-lieve:tbe":exCesS oil.:aro 9as • 

rej~~i~~~problems in tbe ~e,as:onabl,y,;.:ne~lfut1lre;:oSDG&E},$ ratepayers _. -- ..... r 

will not be forced.:- ,to. (eontinue:..:.to ~Wld.erw::1.'te -::the ;)s"tatuscquo, • . " \.. .,. ...., -. .. ,.. , . 

, d" f F ..... " ,." ...... _ . r ... - ~ ".. Fl.T1 lngs 0 Jet ~::.t~ 2::.)~";. ~~.;t:~:::'~ -: ':0;: 0'9"" C!J :_'4 .... ~ .~ .. 
< .. ;. ..... \,.. ,:.~.".-t,'" '",,,,;.~.~.'''''.:~~)':.=c~:-;~: 
.' -l-:· ... By Application (A.) "6'0'86S SDG'E requests _authori ty to make 

•. ~~, ~~,. ........... "".. "':'t,,~.~,..,.. .... ~.-/fe"""'.- .. -::IV=:'"' 'j~-~r:;,"" z. PI • '., .... 

:',,,:·,,"ehanQes'':'in its base rates 'and':"'ECXc"c111inq factors and' to' include 
~~2A) ~==z ~~:0~~ i~~~~h .b~ 

.,-'. ,~.J.ER factor. ~.: ~:-:::..::. ': c': !Ji.l': ."fN.... "'" ,_ ... " ..... 

2. A.60865 requests authority te> a:~c,re,a,s.e ,ECAC rates 50, that 
the AER cari=be':~pl~;n:€~-':wl.~~'hC::~~~ge~'Cin "'?~taI \;'l.ectr1c rates 

.. , ' -~ """ 'i. [) - .,..._ A ,. or total revenue r~ement.::'-... ·>, \:;,c,;...w." ::0 "~';"''''. r;.::, =c;o~.c 

3. The AER t~1eally includes: 

a. 2% of fuel and purchased enerQ'Y costs~ 
o. Gains or losses from Ale of fuel oil, 

underlift payments .. and, facilities 
cba.rqes·:; and 

c. CarryinQ costs of fuel 011 in inventory. 
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4. The AER forecast period for this appl~~at±;on-~£~the2~~2 
se.j~ri-;'~nih~~r!Jd froxi;"f.:.pr'il ~);:":f<ja2+::t~o'uqh:'Oct'ober."'C3;1~ ·1~82 • 

.. -~::':';"::;S~''''-::S:OC;i'E':-~;;:;est~at;e';"oi' th~:-:electi£2 si:te'S>';d'llBriq:the r:~::.c:: 
foreciii' :~~:iciJ. 1dr;(;pJ.rP~;'e~'·-;6f -:cia1:cuJ:"~:t:Eni~~e ~R:-:'i's)-1:>asec. on the 
ava.lable i:c.£ormation and is adopted. .Y~':.;::::: '.:J.":;; 0= 

-:~.,:, g:7.·':·SB6&E'~·s~esti;,a:t~ of tbe'°r'esource::mj:x~~a.ild'~:.cs cOnstituent 

costs durin9 '£h~:)for~'c~st :;"per'!od'oforcpurpo'ses ;;of;:;c~1~utat£n9··"t1ie· ~-:l 
AER is 'based on the most re:.c~n~,_re'r.fabre information and is adopted. 

7. 1.5 million barrels of fuel o~l~i:nc±nyentor~ i~ a reasonable 
level to ''"::be 7main tairied ::f.or .:tbe';,seven';'mon th:f or.ecast.cp~t:iod ~ 

:, :·"":8. ;'·'::Underlift.:pa-yments:of $2,.03'S;;:0:0,0 dur,in~<)the-sev;en-month _ _ • • _ .. __ • ~~ ._ _ a"';' _u' 

,forecast-:::;Period.-:are:reasonabl:e-;.:q '_'::=- .1.::.:.-,; v:;' ::-.... 0 7~ -0'" -" -0 - ··c.· -, • ~""o'" .... _ ... _ ....... .,r .__ ,... ... '- ... :..._j.l ..... ~- .., 

9. . Due~:to'SOO&E.!:.s·::oD.qoin9..:ne90tiationsbw:l:tb. oil_supp1iel:s_ .. ,.- .... '- .............. -' -
and ~i ven the pendency of our o.~d~,:Z:: to SDG&E to shoW' cause why its 

".' f~~1:6r1 deliveries":: sbould not..,be_ suspended, losses. on fuel oil 
_______ ... ~_ ...,.:._ . ...-_', -.:~_::_ .::"': ... ~:...J __ •. '::"~:.'. .• I __ ~_::;':::---':', ~~~'_'."';",- ~: • .;;:../-,/~ ....... ~r~.:;. ':":\ 

sales should continue to be treated in ECAC for-now .. 
: ::? S. 10. $6.i8S0,~000 is a reasonable amount:;.to· allow SDG&E'::for,':':Qi1 

. . O~":!0~~~ 
in inventory in excess of tbe adopted reasonable' inventory volumes 
of::-1:S. million-? barre1s- 7"~ 2 • ;. '2':; .• 0 :;.:.:;;~~);"::oC 

~).:;.';l~:: '='':::0% 
11. Th~. ~d~pted AER is 0.439¢/kWh and will generate annual 

revenues of $-2'4--:'2" %ti11ion; decreases in EcACS:and base rates::::w1'l:1::OZ 

produce similar reduction in revenues,. 
-,', .~. '~1'2:~ :>SDG&r';' ·:op~ritl~il..i·(and:'eXpens·es:,:,·£or-: the::peri¢d~Janua'rY: 1980 

..... ~, ' ..... "'1 ..... '»1·:·'_"._ ,'_ "t~"""j';+"'. __ • \,r',....,_ .pf' ,," " ~ .. > '" 

thrc)uQh- June" "3'O'~ - 1"98"1' were---reasonabl<e;.;;" __ .'::J;,: .• .:::.;., ;:.-:'::'-':':': -:.~}=:::.::.. '~":':';;' 

_ 13. In view of the delay beYo'nQ.:·;theJ-r-eVis·i-o'n7):ea~t'e,0:tbe:::;;:.:::;:. . 
eif~=C:.tf"l;~:; d~t~:;:c,~ :thfs) :Orie?;'hoU:ld~ be) todaT-=' :": ,).:: :.:~: v~,;~ • ~ 

14. Tbe rates and cbarqe's;~autbo£i~eo.~·bY;>~thi·s:.:creei;s~on are::''': 

just and reasonable~ the present rates and charqes~ insofar as tbey 
differ from those prescribed by this decision. are for the future 

unjust and unreasonable. 

-2::-

-34-



A. 60865 1J.i1/ec/vdl/iy/ks /jn * 

1 ~ •. :; ·-onC;or~after :t.ne:;e£fecti·veDdateoof ~this=orderncSa.n Die;,o, 

Gas<;&~EJ.:ectri6:CompanY (SDG&E): ,is aut.hol:i%ed'=.:to:filebW±th. t.bis 

Commission. in conformity with the provis:i;o:c.s0of'.:.,General.:\qrde~:.9~~~,. 

revis~·:::·tari£f sehedules:refleetinq;t.he:.follow:l:nqc.rates: .'? 

'Domestic' ...,-.: . ... , , "''-.......... -
Lifeline 

Domestic 
_Nonlifeline 

.~~~~O?~~ ~; ~c~:~~~o~ ~~!!~!~ 0~~~O~c 
.: =' ~~. Tbe~. r,eyis.ed. ·tariff .. schedules" .shall_ 'be, .eff.ec:tiy.enot..l.e.ss t.han five ~ 

.. .4< ~ .... ,.;,. _ _ __ .- _., •• ~ ..... ~'I<o.-... #_..... ~" .... -' ,-j. .. __ .... ;.... _'~'...,.,¥ .. ,:, ":"){J.'(.,..!'y,"- .. ~_ 

days after filin9 and shall apply .only~_to .serv-:i.ce. rendered.. on or . 
I • _ ....... ,~~.'-', .... - ...... - .... ~ ..... :-J"" -.:,~ ..... ,'...;c,.. r_",,::,:.J\.I :::;):':C"-:::':: 

after~:the .. ef.f~e~~y,~..:~~e.::,:~e::~.?~:.:: .:::.. . .::..<: '.g~:::o '~":;'':'V .:: .:::. 

2. Revision dat.es.,.£or. SDG&E .. .ECAC;.,.,proceed:Lnqs as set forth 
• \ ... - __ V' _ ..... _· __ .... '~4 ...... ..... _._' .... ~r ~.:...,,: .. .J _\,... ·:-,,·,~o ~~"v~ "'_:;~".::-J ........ .. 

i:c.:·D: .. :9:2:4.9~6:-S:.hal.J...~:r~i~~~!!~n.9~_":';:-i':;;";::;' .0::'; ;':~)=.D': o~; . ~..:-., '0 ~~-

,.'\..... . .~. .\. ......... ., . 
.... -- ....... - -'.'''''' 

-35-
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3. Revenues collected under the AER ,hall be lubject 
to the ERAK. 

Th1sorder 1, effective today. 
Dated April 28" 1982 • at San Francisco, 

California .. 

JOHN E.. BllYSON 
Pres1cSent 

I:ICIWtD D .. GRAVELLE 
LEONARD K. GRIMES,. J1t~ 
VICTOR CALVO· 
PRISCILIA C. GREW 

Commis.ioners 
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APPENDIX A 

List or Ap~earanees 

Applicant: William t. Reed, Jeffrey Lee Guttero, and Randall W. 
Childress, Attorneys at Law, for San Diego· Gas & Electric 
Company_ 

Interested Parties: John W. Witt, City Attorney, by William S. 
Sharfr~m, Deputy City Attorney, for City o!' Still Diego,; 
DanIel E. Gibson and. Bernard J. Della Santa, by Bernard J,. 
Della Santa., Attorney at Law, and Richard L .. Jensen, for 
Pacii'£.: Gas and Electric Company; Mamaret E. Thomas, for 
Southern. California Edison Company; tone S. BUlich, Jr., 
At~orney at Law, for California Far.m BUreau Federation; and 
Y~chel Peter Florio, Attorney at Law, !'or Toward Utility 
Rite NormaIization. 

• Commission Star!': Michael B. Day, Attorney at Law • 

• 
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We must aqree:that SOG&E·s requested fuel oil inventory 
levels appear to be driven by its oil contra~t obliqations rather 
than by reasonable projections of need and reliability... The other 
plausible explanation of SDG&E~s request involves. SDG&E's, use 0,£ 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 t.heir 
occurence. SDGc5:E appears content to d"et.ermine the worst case 
and to request Commission-authorized expenses to, allow for such an 
eventuality - reqardless of its likelihood of occurrence. There seems 
to be no other sound explanation for SDG&E's continuing inaccurate 
forecast of gas availability. 

In adopting staff's, recommended level 0·£ fuel o,il in :.nventor', 
we will also accept staff's su<;gestion that the cost o,f each barrel 
of excess oil over the allowed inventory be shared between the rate­
payers and the shareholders. We will allocate the excess oil burden 

• equally between the ratepayers and t.he shareh~lders. And, since 
SDC&E's carrying costs. for oil in storage are about $8 per barre!, 
we will allow $4 per barrel for each barrel o-f oil in excess of 
authorized inventory to- be placed in che AER:. 

• 

With respect to the treatment of fuel oil aa1e losses, we will 
accept SDG&E's. recommendation and continue treatment of such' eX1>enses 
in the ECAC balancing account for now. This action is, taken solely to re­
flect the uncertainty surrounding the issue of S:oG&E's scheduled fuel oil 

deliveries and the prospect that SDG&E may a~compl1sh certaln reductions 
in its current fuel oil contract.. We note that D.S2-04-073. issued, 

April 12, 1982' d,1rected SDG&E to aheM' cause why the. Comm1ss ion should 
not require SDG&E to- auapend or reduce deliveries of residual fuel 011 

acbeduled- uud'er its exia.ting- contracts with HIItI and Teaoro-.. 
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~y 1I&1Dt&ining treatment of fuel oil sale IDaaes in ECAC. we 

leek to. avo.id compromiain~ or ltmit1ng SDG&E'a negotiating POlture with 
HIltI and Teloro- a. well a, to avoid prejudging the outcome of OUr order 
to- abow caule. While we authorize continued ECAC balancing aceount 
treatment of fuel 011 .ale loases, we will ~laee SDG&E on notiee that 
aDy request for allowance of such expenses in the November ECAC will 
be subjected to very rigoroua Commission scrutiny. Our decision tOday 
should tn no. way be construea as carte hlanehe authority for SDG&E to. 
sell fuel oil irre.pective of the level of the losa.nor should it 
be eonstrued as .ccept1n~ SDG&E'1e estimate of a $15/bbl •. loss on fuel 
oil salea as reasonable. 

In su:n~ our calculation or- SDG&Ets AER for t.he seven-=ont.~ 
period will include the follo~~ng elements: 

1. SDG&E' s estimates of electric sales and its 
resource mix prO'jections and estimated eost.s 
for the seven-month AER forecast period; 

2. $a, 122 i 000 io: the c:arryin~ co·sts o.f t:.hc 
authorized fuel oil in inven~ory 0: 
1.5 million barrels: 

3. An allowance of $6·,,880.0'00 (S4/bbl. x 
1,720,000 bbls. exceS$ oil) :or oil in 
inventory in excess of the aciopted :e~scm~'cle 
inve:'lt,ory volume of 1.5 million barrels;" and 

4. 52,035,000 in underlift penalties stipulated 
to by staff and SDG&E. 

Therefore» the AER adopted for SDG&E will be calculated 
as follows: 
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• Item Cost $M 
Fuel and, PUrchased Power ~nse 
1. Nuclear $ 2,,792.7 
2. Natural Gas 162,$48:.8; 
3. Diesel Oil ' 337~4 
4. Residual Oil 113,63:6·.9' 
5. Purchased Power &9,.874.2-
6_ NARCO Fuel Service Charqe 907~0 
7_ Variable Wheelinq Expense 5,03.4 
8. Less Revenue from DWR (735-.1) 
9. Total of Lines 1+2+3+4+5+6t7- 8 349,. 8:6S.3 . 

10. 2~ of LiXle 9 6,997 .. 3 
11. Carryinq Cost of Fuel Inventory 8:,12-2'.0 
12. Allowance for Oil in Inventory in EXCrss 

Adopted Reasonable Inventory Volume.V' 6,.88:0_0 
13. Under1ift Penalties 2,035-.0 • 14. Total of Lines 10+11+12+13 24~034.J: 
15. CPUC Jurisdictional Line 14 x 0.993491 2J.~S77 .9 
1&. Adjusted for Franchise Fees and 

Uncollectib-les (1.0121) 24,.166-.8 
17. Estimated' seven-month- sales 5-, 510 . 18 MMkWh 
18,. Ann,ua 1 Energy Rate (AER) 

Line 16 t Line 17 0.439t/kWh 

1/ 1,720,000 excess bb1s. x $4 - $&,880,000. 

We will adopt an AER of 0.439t/kWh for SDG&E • 
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Since we are adopting the recommenaation of· both staff and 
SDG&:E to decrease ECAC and base rates so that the AER. canoe imple­
mented with no change in total electric rates.~ the adopted rates 
will Oe: 

t>omestic 
Lifeline 

Domestic 

Adopted 
AER Bat!! 

0.439 

¢/kW'h 

Adopted· 
Base Rate' 

4.,677 

Adopted· 
ECAC Bate 

3.864 

Adopted 
:total Rate 

3..980 

Nonlifelille 0.439 4.677 7.519' 12-.~3S 

Nondomestic 0.439 6-.168 

Since April l~ 1982 represents the be(Jinninq of the AER forecast period, 
and we are already three weeks beyond tha.t date, the adopted rates 
should become effective immediately-. We will so- order .. 

Finally~ we will reiterate our encouragement to SOG&:E to, 
diliqently pursue efforts to- improve its qas supply foreca.stinq and 
to- reduce its oil oversupply.. While 'We will forgo 1mposi tion of 
a penalty at this time, the problem is of such a serious nature that 
SDG&E is placed on notice that we wi~~der a penalty in future 
ECAC annual reviews if SDG&E fails t.o-:.@the excess oil and gas 

rejection problems in the reasonably near future. SDG&E's ratepayers 
will not be forced to continue to underwrite the status quo .• 
Findings of 'Fact· 

1.. By Application CA.) 6086$ SDG&E requests authority to- make 
changes in its. base rates and ECAC billinq factors and to' include 
an AER faetor. 

2. A.60865 requests authority to aecrease ECAC rates so that 
the Am can be implemented with no chanqe in total electriC rates 
or total revenue requirement. 

3. The AER: tYl)ically includes: 

a.. 2~ of fuel ana purchased enerQ'Y costs: 
~.. Gains or losses from sale of fuel oil, 

underlift payments,. and facilities 
cbarqes: ana 

c. Carryinq 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. 198.2 through October 31,. 1982. 

s. SDG&E's estimate of the electric sales during the 
forecast period for purposes of calculatin9 the AER is based on the 
available information and is adopted .. 

6. SDG&E's estimate of the resource mix and its constituent 
costs during the forecast period for purposes of 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 SOO&Eto 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. 

11_ The adopted AER is 0.439¢/kWh and will generate annual 
revenues of $24.2 million; decreases in ECAC and base rates will 
produce similar reduction in revenues. 

12. SDG&E's operations and expenses, for the period January 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 
j us,t and reasonable; the present rates ane. charges. insofar as they 
differ from those prescribed by this deCision, are for the future 
unjust and unreasonable. 
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Conclusions of L~w 
1. SDG&E should be authorized to ehanQe its rates as set 

forth in the following order; those rates are just and reasonable. 
2. Revenues collected under the AER should be subject 

to the ER.h.M. 
3. Today's decision should be issued on an inter~ basis 

in view of the pendinQ order to show cause in A. 60865. 

~~j'Wl 
--_ ... -- Q. E. ~ ~ E. 

IT IS ORDERED that: 
1. On or after the effective date of this order, San Oie90 

Gas & Electric Company (SOO&E) is authorized to file with this 
Commission, in conformity with the provisions of General Order 96-A, 

revised tariff schedules reflectinQ the following rates: 
¢/kWh 

Effective 
AER Rate Base' R2Se ECAC Rate Rate 

Domestic 0 .. 439 Lifeline 
4 .. &77 3 .. 8,64 $ .. 980 

Domestic 0 .. 439 4.677 7.519 12 .. ,63$ 
Nonlifeline 

Nondomestic 0.439 6.168 

The revised tariff schedules shall be .effective not less than five 
days after filing 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. 92496 shall remain unchanged .. 
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