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O~IliIQ! 

I. Rate Increase Reguest 
By three applications filed April 16, 1975 San Diego Gas 

& Electric Company (SDG&E) requested gross revenue increases in the 
total amount of $119,463,900 (28.7 percent) based upon 1976 test 
year estimates. Concurrently with its filing of its applications, 
SDG&E filed a petition for interim relief requesting gross revenue 
increases of $78,525,300. SDG&E alleged a financial emergency 
requiring immediate rate increases. 
History of the Proceedings 

?rehearing conference was held on June 2, 1975 and 
subsequently 16 days of public hearings were held from June 25, 

~ 1975 through July 25, 1975. By Decision No. 85018 dated October 15, 
1975 the Commission granted emergency int~rim rate relief. SDG&E 
was authorized to increase its rates in the amount of $27,200,000 
annually. The financial emergency was based on the fact that SDG&E's 
1975 net operating revenues were too low to meet the interest 
coverage requirements of outstanding debenture L~dentures. SDG&E 
was unable to issue mortgage bonds to meet its financial 
requirements. 
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Further prehearL~g conference was held on November 24, 
1975. SDG&E requested that further proceedings be divided into 
two phases. SDG&E was seeking additional rate increases by March 1, 
1976 based on the allegation that the company was facing a 
continuing financial emergency. SDG&E proposed that a rate 
increase be granted after early hearL~gs on the rate of ~eturn 
requirement and estimated 1976 results of operations. A second 
series of hearings was 
controversial issues. 

SDG&E's rate 

to be reserved for additional significant 
The request to phase was granted. 
increase request was reduced to $67,$56,300 

after the interim rate increase. Fifteen days or expedited 
hearings were held from December 22, 1975 through February 23, 
1976 (Phase I). 

On December 30, 1975 SDG&E was authorized to increase 
its fuel cost adjustment billing factor by 0.762 cents per 
kilowatt-hour to meet L~creased fossil fuel costs (excluding 
certain lifeline quantities). The annual revenue increase was 
estimated as $20,051,800. The order provided for separate 
accounting and refunding to the extent rates exceeded fossil 1~el 
expense (Decision No. 85291 dated December 30, 1975 in Application 
No. 56049 filed November 6, 1975). 
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The expedi~ed Phase I proceedings were terminated 
February 23, 1976 by the hearing examiner. At that ~ime it W~ 
~pparent to all parties that SDG&E's recorded monthly earnings were 
too high to support a claim cf financial emergency. Moreover~ the 

high recorded monthly earnings did not include substantial fuel 
clause revenues which were =efundable because fuel cost revenues 
exceeded expenses. The applicant was directed to prepare additional 
exhibits setting forth its revised rate increase request. The 
proceedings were dephased and the matter was taken off calendar. 

Hearings on all issues commenced on June 8~ 1976. 
SDG&E1s revenue increase request (revised) was $49~400~OOO annually. 
Twenty-nine days of public hearings were held from June 8, 1976 
through September 28, 1976 before Examiner Charles E. Mattson and 
Commissioner Batinovicho 

The matte: was submitted subject to late-filed Exhibits 197 
and 198 which have been filed. The entire proceedings covered 
60 days of hearings. He~ings we=e held fer members of the 
general public, including evening sessions on August 4 and 5, 1976. 
Concurrent opening briefs were mailed October 29, 1976 and closing 
briefs were mailed November 15, 1976. Briefs were filed by the 
applicant, the Commission staff, t-lestern Hobilehome Association 
(Western)~ the city of San Diego (City), and the Secretary of 
Defense (DOD) on behalf of all executive agencies of the 
United States.. Evidence was presented by the San Diego Energy' 
Coalition (SDEC)~ the Rancho Bernardo Homeowners Corpo=~1oQ 
(Bernardo), Golden State Mobilehome Owners League. and the Valley 
Center Municipal Water District. 

Late-filed Exhibits Nos. 197 and 198 are received in 
evidence. The transc=ipt corrections requested by the sraff by 
letters dated September 23, September 24~ and October 19~ 1976 are 
allowed as corrections of our record. The ~ee.r is r~y for 
decision. 
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II. M~jor Copon Issues 

Prel~inarl Discussion 

There :tt"e three XMjor issues in dispuce which are common 

eo all three departments of SDG&E (electric, gas, and steam). 
These issues involve SDC&E's request to include 50 percent of 
interest-bearing construction work in progress (CWIP) iu 1976 rate 
base. the treatment. of additional 1Dvestment tax credit (I'.tC) 
available to SDG&E under provisions of the Tax Reduction Act (~) 

of 1975, and the proper rate of return to be used in est~t!ng 
the 1976 revenue requirements of SDG&E. 

Current accounting procedures allow SDG&E to accumulate 
interest charges on CWIP as an allol'1ance for funds used cluring 

construction (AFDC). AFDC also appears as a credit to earnings 

during the construction period. The AFDC associated with a plant 
addition is transferred into plant accounts and included to rate 
base when construction is completed. SDG&E's request is to 
1nc.lude one-half of its CWIP ,in rate b.ase .pond to discontinue the 
MDC for such CWlP. SDGeeE' ~ inclusion or one-Aalt ot CWIP in 1976 
rate base would require increased net operating revenues of 
approximately $9 million annually. 

The TRA of 1975 increased the IIC available to SDG&E. 
The act provided options for treatment of the additional credit. 
SDG&E elected to take immediate credit to income taxes and to flow 
through the credit on a pro rata basis over the life of the property 
for ratemaking purposes (ratable !lew-through). SDG&B could have 
elected an immediate flow-through of the full amount of the credit 
(full flow-through). Full flow-through of the tax credit in 1976 
would have reduced gross revenue requirements by $8,559,000 below 
the level obtained by use of ratable flow-through. 
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On February 23, 1976 the applicant requested an interim 
decision establishing the reasonable rate of return for 1976. The 
parties filed concurrent opening and reply briefs in March 1976 
on (1) whether a decision should issue on such separate rate of 
return and (2) what ra'te of return should be authorized. By letter 
dated May 2S, 1976 the presiding examiner denied the request for an 
interim decision on rate of return. 

On February 1$, 1976 the City filed a petition for an 
interim rate reduction of $27,200,000 (the amount of the earlier 
interim rate increase) based on excessive earnings. The City 
contends that SDG&E·s 1976 return will exceed a reasonable rate of 
return allowance. This decision will establish base rates designed 
to allow SDG&E an opportunity to achieve a reasonable return based 
on adopted 1976 results. We will resolve the City·s petition for 
rate reducticn by establishing base rates to produce a reasonable 
rate of return based on our 1976 test year results. 

The utility and staff 1976 estiontes for all departments 
are set forth in Table 1 below. The estimates in Table 1 exclude 
Energy Cost Adjustment Clause (ECAC) revenues and energy cost 
expense for the electric department. Present recorded electric 
revenues include fuel clause adjustment rates. The present fuel 
clause charges will be superseded by the initial ECAC rates 
established by this decision. The ECAC procedure incorporates a 
balanCing account so that over- or undercollection of actual 
energy costs are included in ECAC rates at six months' intervals. 
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Table 1 

San Diego GaG & Electric Company 

Suz:m:ary of Earnings 
(Year 1976 Eetimated) 

(Electric. Gas. & Steam Departmento) 

: Present Rates: 
Item Staf! . Utilit;:z: : . 

(Dollars in Thousand~) 
2E!rBtins Revenues 

Salee to CU8tomers-Basic 3270,915.5 5268.637.3 
Intcrdept. Sales Adjusted 1.268.6 1,268.6 
Miscellaneous :h642-8 22 642 .. 8 

Total. O:per. Reve. zn.8}}.9 275.555-7 

Operati~ ExPenses 
Base FUel or Ga8 Supply 58.536.7 58,179.2 
Production 14.991.2 15.427.9 
Storage 6SO.} 650.3 
Tronemiseion 5.079.8 5,079.8 
Dietribution 20,648.5 20,648.5 
Customer Aeeountinc 

8c Collecting 11,394.5 11,}85.9 
Marketing 2,042.2 2,042.2 
Admin. 8c General 29,902.6 29,836.8 
Franchi5e 8c Uneo1. 

Costs in ECAC (1,}~.9) (1,443.1) 
S\of.I? Revenue ottoet 2~1·2 221.2 

Subtotal 142,660.8 142,559 .. 4 

Adj.-Employees Not 
:Rehired (706.9) (706.9) 

\'!age Adj. for 1976 224.5 224.5 
Adj .-Emp1oyeeo to be 

Rehired (212.6) .0 

Subtotal after ~nge Adj. 141,962.8 142.077.0 

Depreciation - Book }l,o}8.8 31,0}8.8 
Taxes other than Income 20,128.6 20,128.6 
State Francbiu Tax 2,849.9 2,428.1 
Taxes Boeed on Income 2~~·8 21 128•1 

To-ul Oper. ExpG. 203,360.9 202,800 .. 6 

Net Oper. Revs .. Adj. 74,473.0 72,755.1 

Rate &.ee 791,m.? 805,6?4.3 

Rate of Return 9.41% 9.03~ 

(Red Pigu,re) 
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It is important to u.~derst~~d that existing fuel cost 
cvercollections under the previous clause are not part of SDG&E's 
operating revenues and that these overcollections will be otherwise 
disposed of. ECAC rates will normally be adjusted March 1 and 
September 1 of each year. Initial BCAC rates established by this 
decision are based on the calendar year 1976. The fuel cost 
revenues exceeded expenses by approximately $13,06~,476 for the 
12 months ending August 31, 1976, including interest to December 
31, 1976. 

A. Construction Work in Progress 
Under present accounting practice utility plant is 

included in rate base when construction work is completed and 
the plant is placed in service. The cost of the utility plant 
when placed in service includes plant construction cost such as 
labor, materials, and overheads as well as the interest paid on 
borrowed funds during the period of plant construction. This 
latter item is an interest charge which is includable in construction 
costs as AFDC. As AFDC is added to cvnp during a construction 
period, the AFDC amounts are reflected as other income. 

The Finance witness Czahar reported that if AFDC is 
used properly the income statement will accurately reflect the 
results of current operations, exclusive of the capital cost 
associated with construction expenditures. The staff witness 
stated that the capitalization of AFDC is a generally accepted 
utili~y accounting practice. 

SDG&E proposes to include 50 percent of its 1976 CWlP in 

the test year rate base and discontinue the practice of capitalizing 
AFDC on this amount. For the test year applicant proposes to 
include $94 million of CWIP in rate base. The immediate result is 
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improved cash flow to the utility with increased revenues resulting 
from the recognition of a larger amount of rate base. The 
r atepoayer r S cost c an be measured by the increasec revcn\le 
requirement at any .::lSsumed rate of return allowance. The utility 
would bGXlef1t from the !mmediate revenue gain in contrast to the 

present capitalization of ArDC which results in non-cash credits 

t() "9;l1sr .nwam~" ourlng th@ (!OngtrueE[~a ~~!toa. Ui\rlQ! th~ 
present ereaeMent. the ratepayer's coscs ~e reflected ~n ~he 

increased revenue requ1rements resulting from the capitalized 
AFDC a£ter the plant ~s 1ncluded ~ rate base. Tbe$6 ~crea$ed 

costs are recovered over the life of the associated plant. 
Staff w1tnecs Cz~ concluded ceae ebe specific resule 

of including $94 million of C1i1IP in rate base would generate 
$7.2 million per year or $21.5 million over 8 th=ee-year conseruc
tion period. The result of capitalizing AFDC on the same 
$94 million of Ct·np over 8 threc-ye.:::r constructio:1 period would 
result in the generation of between $54.7 ~illion and $65.4 million 
in additional cash flow over the 30-year to 40-year operating 
life of the plant. When the two alternatives were compared on a 
present value basis, the staff witness concluded there was 
substantially no cost difference between the two methods. The 
staff compaed the cost to the ratepayer of including CWIP in 

rate base against capitalizing AFDC. On a ,resent value basis the 
ratepayer gained an advantage by including CWIP in race base at 
discount rates below 9 percent. At discount rates exceeding 
9 percent the inclusion of CVlIP was the more costly alte::naeive. 
Stated another way, as the present value of money to ratepaye~8 
increases, the inclusion of Cto1IP in rate base becomes less 
advant.ageous. When the ra.te of 9 percent is used;, it is more 
advantageous to the -ratepayers to capitalize AFDC. 

-8-



· " 
A.5S627~ et al~ RF 

There was no substantial dt~pute CN~r the staff analysis 
of the cash benefits and burdetlS of capitalizing 01IP. Moreover, 
the, staff position is that on theoretical grounds capitalizing 
MDC is, both in an accounting and regulatory sense, the best 
matbod of allocOlting the cost of capital to the proper ?Uiod and 
compensating investors for the use, of capital invested in plant 
under construction. Ratepayers receiving the benefit of the use 
of utility plant (including capitalized AFDC) pay for their use. 
The=e is no reason to assume present ratepayers will benefit from 
plant presently under construction. Moreover, the regulatory 
principle that raCe base should be represented by the net cost of 
the utility plant presently used in supplying service to customers 
rather than the amount of dollars represented by the capital 
structure of the utility clearly avoids the manifest problem of 
determining the propriety of the actual capita]. structure OD the 
books of the utility. 

Applicant IS case for inclusi.on of CWIP in rate base is 

based on necessity. Applicant alleges that a~ost one-half of 
SDG&E r s 1976 third quarter earnings per share were AFIX; ttpaper 
earnings" with no pre~ent cash flow. By including CW'IP in rate 
base, SDC&E will illCrease cash flow and be in a stronger financial 
position since i1lCreased cash flow will offset, in part, the 

necessity of obtaining additional capital. Another measure of the 
necessity of ~proving cash flow is the ratio of internally 
gener ated funds to construct ion expenditures. Applicant's 
witnesses, urge that internally generated funds should be 30 percent 
of construction expenditures as .a m1'D:!Jmmr to secureupgrsdir1g of 
the company r S bonds. 
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The financial emergency which faced SDG&E in 1975 arose 
because the utility could not meet the interest coverage require
ments of its outstanding debenture indenture, a :equirement that 
must be met before new debt can be issued. The inte:est coverage 
requ:lred is before tax earnings of at least t"'.,\fO times SDG6E' s total 
charges for long-term debt interest (including annual charges for 
the new issue). The earnings used in t~ requirement are recorded 
earnings in a recent 12-months pe::-1od. The use of "other income" 
~s revenue in the coverage calculatio~ is restricted to 10 percent 
of total earnings available for coverage. The preceding brief 
outline of SDG&E's interest coverage requirement is basic to 
another argument 0: SDC&E. The interest coverage position of 
SDG&E is ~proved when ~DC is reduced and utility earnings increase 
when CWIP is included in rate base. The utility has had AFDC 

revenue excluded from the coverage calculation by the 10 percent 
tit restriction. Moreover, since coverage is calculated before income 

t~es, coverage tm?roves froQ the associated taxes on the increased 
revenue requirement. 

The utility presented expert testimony to support its 
clatm that its proposal would raise bond interest coverage to 
2.6 times and this would be sufficient to result in upgrading of 
the company's bonds. A benefit to the ratepayer, it is argued, 
would flow from the lower interest costs of future debt issues 
because tmproved bond ratings result in lower interest requirements. 
SDG&E urges that its current bond rating by Moody's (Baa) and 
Standard and Poor's (BBS) are so low that it is difficult for the 
company to raise capital at reOlSona:ble rates. Moreover. in tight 
money markets it is increasingly diff!eul: co m.:z;rlcec lower raeed 
bond issues. 
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The staff accepted the utility's claim that SDG&Eus 
financial position would be improved by inclusion of CWIP in its 
r.ate b.ase. The staff also recognized that when CWIP becomes so 
large as to cause ~DC to become the major source of net income and 
when cash flow» interest coverage~ and potential investor's 
confidence in the quality of earnings decrease to levels that 
threaten the £i~cial viability of the utility» theoretical 
considerations must give way to practical solutions. 

Staff witness Czahar accepted SDG&E's premise that the 
requested ratemaking change for CV1IP might be necessary. The staff 
analysis w~ that cash flow and interest coverage will remain at 
adequate levels in the near future without Ct-1IP in the rate base. 
The analysis also indicated that projected capital expenditures 
for new plant construction would cause marked deterioration of 
SDG&E's financial condition beyond 1977. By 1978 ~~IP could compose 
almost 30 percent of SDG&E's capitalization based on projected 
construction expenditures. The st~f witness pointed out that the 
basic problem resulted from the projec~ed construction requirements 
not AFDe accounting. a~IP in ra~e base or increased common equity 
allowances are alternative solutions. 

We assume that fi~ancial problems anticipated from the 
projected construction expenditures will face us again. We agree 
with the staff's opinion tr~t increasing the equity allowance 
solely to support large construction projects may be undesirable 
in the future. Equity allowances could exceed actual cost of 
equity capital based on just and reasonable standards. The actual 
operating costs of new plant would be lower if CWIP was allowed 
in rate base o It is possible that SDG&E 1 s requested ratemaking 
change of including CWIP in rate base and elfminating capitalized 
41DC would result in a lower revenue requ.frement in the future if 
the alternative is sfmply rais~ the allowance on common equity. 
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It is obvious that other alternatives must be pursued
alternatives that go directly to meet the basic problem. If 
effective conservation programs could slow load growth, timing of con
struction expenditures could be altered. Stability in average energy 
use per customer is an essential goal of a conservation progra~ 
deSigned to lower load growth. The financial costs of meeting the 
estimated generation requirements are too clear. 

Other alternative financing must be explored and pursued 
with vigor by SDG&E. The staff report reviews construction project 
financing, leasing, and employee stock option plans, all of ~ich 
appear viable as SDC&E has improved its £inancial position. We 
know only too well that the ratepayer will ultimately bear the cost 
of serVice in utility rates. At this time we do not £ina it 
necessary to include CWIP in rate base. 

B. Investment Tax Credit - Tax Reduction Act o£ 1975 
Applicant and the staff differ substantially in the 

effect of the TRA of 1975 on the estimated 1976 £ederal income 
tax of applicant. The problem arises from the increased amoun.ts 
of ITC which became available January 21, 1975. DeciSion No. 85627 
dated March 30, 1976 involving two SDG&E application ~tters 
(Applications Nos. 55677 and 55543) sets forth in detail the 
background of the ITC dispute. 

Prior to 1975 SDG&E had calculated its federal income 
taxes for ratemaking and federal tax purposes by reflecting 
immediate use of the full amounts of available income tax credits. 
The TRA of 1975 increased the available ITC for public utility 
property from 4 to 10 percent on distribution property. There is 
~o dispute regarding the tax credits available for gas transmiSSion 
property and for leased vehicles. The dispute arises over the 
increased tax credits which became available for distribution 
property of SDG&E as a result of the TRA of 1975. 

-12-
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SDG&E, as a taxpa~) exercised its option (provided under 
the IRA) by electing to creat the additional ITt for distribution 
p=operty as an immed!ate credit to federa.l taxes which for 
ratemaking purposes is flowed through on a pro rata. basis over the 

life of the property (ratable flow-through or Option 2). This is 

distinguished from the other available option where the federal 
i~ome tax actually paid is :educed by the full amount of available 

tax credit and the ~ax computation for ::atemaking purposes includes 
the same tax credit. Under ratable flow-through (Option 2) the 
reduced tax liability resulting from the ITC is spread over ~be 
est~ated life of the plant, approximately 30 years. The result 
is 'that the cost-of-service calculation for ratemaking purposes 
results in payment by the ratepayers for federal income ~ax expense 
not incurred in the test year. 

It is obvious that the election of ratable flow-through 
increases internal cash flow) decreases tbe need for external debt 
or equity financing, and leaves cash a'V.:lil.:;.!',)le to meet ea?ital 
requirements. the record in our proceeding shows that SDG&E t S 

election of ratable flow-through results in increasing gross revenue 
requirements in excess of $8 .. 5 million ~d results in increased 
federal income tax expense of $3.961,000 for ratemakitl8 purposes. 

SDG&E selected Option 2 at a time when there was an 
apparent financial emergency Which subsequently required interim 
rate relief (Decision No. $501$ dated October 15, 1975). 
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SDG&E has secured the advantages of the additional 
investment tax credits available by its election of Option 2. 
Those benefits clearly operate to reduce the financing requirements 
and thus the financial risks of SDG&E. The appropria~e place ~o 
reflect reduced financial risk is in the determination of a fair 
and reasonable rate of return. Obviously, both the increased 
financial risks associated with constructicn financing involved 
in the CWIP issue and the financial advantages of ratable flow
through are factors weighed in determining the necessary and 
reasonable rate of return allowance. 

c. Rate of Return 
As noted above on February 23, 1976 applicant SDG&E 

requested that the CommisSion make a rate of return determination 
prior to submission of the applicant'S request on all other issues. 
By letter dated ~~y 28, 1976 the presiding examiner denied the 
applicant's request for an early interim decision o~ the sole 
issue of rate of return. 

When hearings resumed in June 1976 applicant did not 
introduce any substantial additional evidence on the issue of 
rate of return. The staff revised a table in its rate of return 

-14-
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exhibit in order to update capital ratios and costs in applicant's 
capital structure. The City introduced Exhibit 161, a subst3nt!al 
revision of its ra~e of return recommendation. Exhibit 176 
presented on behalf of Bernardo included a rate of return recom
mendation .. 

The cost of capital estimated for 1976 by the applicant 
appears in Exhibit 77 bearing a date of October 1975. Applicant 
did revise page 14 o~ eost 0: c~p1tal est~tes, as set forth in 
Exhibit 77. The capital ra':ios and costs, assum1Dg a 16.0 percent 
return on common equity, are as follows: 

· · 

Rate of Return 

Cost of Capital11 
Projected 1976 

C2pital · COst · · ~~e18""ht:~a · · · 
Componer,t · Ratios · Factor · · · · CC,$'t' · :----. --

Long-term Debt 51.5 7.89 40C6 
Preferred Stock 17 .. 6 8.37 1047 
Common Equity 30 .. 9 16.00 4.94 

Total 100.07. 10.47% 

];.1 SDG&E estimates. Exhibit 77~ 
revised page 14 • 
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The staff revised its capita! ratios ana costs to reflect 
the most recent information as of August 15, 1976. The estfmatea 
st~f capital ratios and costs are as follows: 

San Diego Gas & Electric Company 

Recommended Range for Rate of ReturnJi 

--------------------------~--~--~~~~~~~~~---. : . . . 

Iong-term Debt 
Preferred Stock 
Common Equity 

Total 

:Capital: Cost : : 
: ~tio :Fnctor :.-....;;;;.:.::..:.:;;;....-:;.....;=~:-:-~~~----~---..--: 

51.00 
15.33 
".67 

lOO.OO'~ 

7.67 
7.84 

3.91 
1 .. 20 
~ 
9.40% 

3.91 
l.2O 
~ 
9.45% 

3.91 
l.2O 
~ 
9.49% 

'Y Tc.ble No. 28-A or ste!f" 6 Exhibit 89, 
revised August l5, 1976 by Exhibit 175. 

3.91 
l.2O 
4.42 -

The City introduced its est~ted capital casts an follows: 

Rate of ReturJ/ 

:--------------------~ca-p~1~tal~-----:----~~~e~~~----~:--~W~e~i~gh~t~e~d----------·: 

____ ~CO~mpo~n~e:nt~ __ ~ ____ Ra~t~io~S~ ____ ~: __ ~F~a~ct~o~r ____ ~: ____ ~~~s_t ______ --___ : 

1t>ng-term Debt 
Preferred. Stoek 
Common !.qui ty 

Total 

,51.88 
1,5.23 
32.89 
1OO.~ 

7.67 
7.84· 

10.88 

Y' City's Zxhibit 161, page 9. 

'For reasons set forth below, :be City argues that the 

8.75 perce~t ~ate of return last authorized SDG&E should now be 
:reduced to 8.50 ~'re~nt.. 
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Witness Kyle on behalf of Beraardo recommended an overall 
rate of return range for app11c~t of 9.16 percent to 9.28 percent. 
this recommendation is based on a range for return on CODlmon equity 
of 12.14 percent to 12.51 percent. 

The updated capital costs and estimated ratios of the 
staff are more accurate than the earlier est~tes by the applicant. 
In its final reply brief dated November lS, 1976, SDG&E states that 
in the light of changes in the cost of capital since this case was 
initiated 19· months ago, the company must ac:kaowledge that 
16 percent is no longer necessary (as a returtl on common equity). 

the City's capital. ratios vary from the staff's. The 

actual impact on ra.te of return of these differences at witness 
Kyle • s recommended highest equity allowance of 12 .51 percent is 
0.04 percent (the City is 9.28 percent, the staff is 9.32 percent). 
Clearly ~ the subst.mt1.al. dispute '1..tNolves the proper allowance for 
common equity. 
Common Equity Allowance 

In our last review of capital costs of SDG&E in Decision 
No. 83675 dated October 29~ 1974, we adopted the follouillg capital 
ratios and costs: 

capita! · . . Allowance · weIghted · . . · · Com~nent : Ratios : or Cost · Cost · · . 
Lo~-term Debt 49.82 6.78 3.38 
Pre erred Stock 16.81 7.38 1.24 
Common Equity 33.37 12.38 . .4.13 

Total 100.001- 8.7.5% 

It 1s apparent that the eost of debt and preferred stock 
in SDG&E t s capital struceure has increased approxim.a1:ely 10 percent 
from 1974 to 1976. Unless the autbcr1zed raee of return is irJcreaaed 
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to reflect the increasing fixed costs, the result" will be a. 
reduction of the common equicy allowance and a reduction of the 
interest coverage in the financial ratios. The difficulty with 
ignoring the reduction of the interest coverage is that earlier in 
these proceedings we found a financial emergency arising from the 
fact that the applicant WQS unable to issue any long-term debt 

because of its inadequate interest coverage. Moreover, the 
emergency inter~ rate relief was not It=ited by our 1974 rate of 
return authorization but was based upon our allowance for common 
equity of 12.38 percent. At present capital costs (staff) 4 

12.38 percent allowance for common equity would require a 9.28 per
cent rate of return. Onder such circumstances, we find that 
SDG&E's 1976 rate of return has exceeded our earlier authorized 
rate of 8.7S percent. At this time rates should be based upon a 
reasonable rate of return allowance under current conditions 
established by our record. 
Rate of Return Requested by SDG&E 

Applicant filed its original briefs on the issue of rate 
of return 1n March 1976. At that time SDG&E requested an early 
determination of rate of return and requested that the Coamiss1on 
adopt a 16 percent allowance for common equity and an overall rate 
of return of 10.47 percent. Applicant did not review the issue in 
its closing brief. SDG&E's final reply brief d3ted November IS, 
1976 concedes that its requested allowance for common equity of 
16 percent 1s "no longer necessary". Applicant alleges that the 

rate of return levels recommended by other parties would force 
SDG&E into a financial crisis and that the staff's recommended 
13.12 percent common equity allowance "ignores the unique problems 
of s:lze and growth faced by the Company". (SDG&E's reply brief 
dated November lS, 1976. p~es 5-6.) 
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Rate of Return Recommendations of City and Bernardo 
The recommendations on rate of return by Bernardo and the 

City appear to be based on the proposition that the return to the 
equity owners should be commensurate with returns on investments in 
other enterprises having correspondit1g risles. The City's witness 
recommends an authorized rate of return of 8.50 percent. The City's 
allowance for common equity would be 10.12 percent. The witness for 
Bernardo recommended an al1ow~nce for common equity of 12.14 per
cent to 12.51 percent and an overall rate of return of 9.16 percent 
to 9.28 percent. 

The recommended allowance for common equity of Bernardo 
was derived from two sep.;lX'ate c:!lculations. The 12.14 allowance 
for common equity is the 1975-1976 average for 95 utility companies 
as set forth in an exhibit of applicant. The 12.51 percent 
allowance is the average return on common equity for 1975-1976 for e 16 utilities stated to be of a type and size comparable to 
applicant. 

We cannot accept the premise of Bernardo that the 
historical average return experienced by groups of other utilities 
should now determine the appropriate return for the applicant. 
There 1s no analysis of the comparability of the utilities involved. 
Differing risks, differences in capital costs and capital require
ments, and differing operating characteristics could result in the 

mathematically derived return being either too high or too low for 
any particular utility. 

The recommendation of the City is to reduce the allowance 
for common equity from 12.38 to 10.12 percent. Tba City relies on 
earnings-price and dividends-price ratios to support its recommeada
tion. The City contends that the cost of equity money is 
cleclining based on its analysis of current money 1Illlrket conditions. 

For example, the City's trended earnings rate on common equity (40 
company average) based on 1970-1974 data comes out to a range of 9.14 
to 10.$9 percent when projected to 1976. (Exhibit 161, Table 3.) 
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We agree with the staff's contention that calculations 
based on earnings-price ratios resu1'e in a restricted view of the 
subject of rate of return. (Staff's opening brief dated October 29, 
1976, pages 9-10.) City's calculations trend the appropriate 
allowance for equity below the current cost of long-term debt. The 
City's witness contends that the relative cost of bond and common 
stock money has changed (i.e., bond interest cost now exceeds 
dividend yield). This change, according to the City's witness, 
is because fixed income securities are not a good hedge against 
inflation but common stock may be, for with stock you get some 
advantages from plowed-back earnings that may be building future 
earnings and dividends. 

Assuming the City'S explanation of the current bond
common stock markets relationship is correct, we cannot conclude 
stock market values establish applicant's e~rnings requirements. 

_ We reject this content.ion. (Just as we reject the use of book 

value as an index for setting rates.) The explanation assumes 

current purchasers o£ stocks are anticipating advantages over fixed 
income securities from future earnings of common stock. !£ this 
assumption is correct it does not support the proposition that 
past earnings and present sales prices represent the inves~or's 

future earnings requirement. V~reover, the financial requirements 
of SDG&E cannot be determined solely by reference to current 
financial market conditions, particularly if such market conditions 
reflect investors' future expectations. 

The City's recommended rate of return includes a 
0.25 percent reduction to reflect the advantages secured by SDG&E 
trom the additional ITC available from the TRA of 1975. The 
financial advantages to SDG&E from such increased ITC and its 
election of ratable !low-through must properly be taken into acco~~t 
in our rate of return determination for a utility_ However, 
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the effect of this factor on a rate of return authorization is not 
merely a computation applied without regard to other factors. We 
fine. ellat SDG&E t S f1n<lnc 1al requirements c,annoe be assumed eo be 

identic~l to other utilities under our jurisdiction. The City's 
treatment of this matter is not persuasive. 
The St~f Rate of Return Recommendation 

The rate of return reco~ended by the staff is 9.40 to 9.53 
percent. This recommendation is based upon the Finance 
Division study (Exhibit $9). Stcft"t'litness Czab.ar testified that the 

reco=mended allowance for comoon equity (l2.75 to 13.12 percent) would 
p:oauce interest coverage on long~term debt of 2 0 39 to 2.42 times. 
the staff's recommended return is based upon an application of tests 
of comparable earnings, financial in~egr1ty, and the balancing of 
investor and consumer interests. For the reasons set forth below> 
we conclude that the seaff has applied these traditional tests in 
a reasonable fashion. 

A comparison of earnings tezt involves an examination of 
earnings (achieved and authorized) of oth~r utilities. the staff 
reviewed both recent returns on common equity ana past five~year 
earnings on average common equity for comparison purposes. The 
staff concluded that its 12.75 to 13.12 percent allowance for equity 
is in line with the current returns examined. Moreover, the staff 
recommendation was compatible with a11owa.~es on common equity 
currently authorized by various state regulatory cotmDission$4) The 
staff witness stated that such comparisons are merely a guide in 

the application of informed judgment. The City analyzee the staff's 
data by projecting 20 company equity earnings with a least squares 
trend line (using 1970 through 1974 data). The trend was down and 
the projected 1976 return was 9.14 percent. We cannot accept each 
trending as indicativ~ of future utility earnings requirements. No 
evidence supports an assumption that recent earnings levels will 
(or should) decline sharply_ 
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The staff applied the financial soundness test by an 
analysis of recent capital costs and coverages of SDC&E. The staff 
found that available coverage from earnings for capital costs, 
interest on debt, preferred stocl( diviclends, and common stock 
dividends decreased ye~ly from 1970 througb 1974. In 1975 interest 
coverage dropped below the level required to support the issuance of 
new long-term debt and we found a financial emergency existed. The 

staff's recommended return is des1gnated to produce a 2.39 to 
2.42 times interest coverage after taxes without inclusion of other 
income credits. The City's recommended 8~SO percene return would 

produce a 2.14 times interest coverage. 
The last authorized r~te of return of 8.75 percent was 

esttmated to produce ~ter-t=x interest coverage of 2.59. The 
staff does not recommend increasing the allowance on equity to 
approximately 15 percent--the level required to maintain interest 
coverage of 2.59 at present capital costs and ratios. The staff 
recommends tha~ SDG&E increase its equity r~tio for a continued 
erosion of equity could result in raisins the equity allowance to 
astronomical levels to maint~in reasonable clebt coverage. We agree 
with the staff's view that ~n allowance for equity capital, although 
influetlCed by the amount and cost of debt in a capital structure, 
mDSt be intrinsically reasonable and fair in itself. 

As noted above, the City's =ecommended rate of return 
would appear to result in debt interest coverage of 2.14 in 1976. 
The City has not presented an ~lysis of the financial condition 
of SDG&E under such a return. The City has argued that the utUity 
would be able to issue new debt into 1977 based on its current 
earnings levels. This ~gument ignores the fact that such projected 
financial health is based on past earnings levels in excess of 
8.50 percent and docs not measure the ~pact of the annual effect 
of the lower earnings level recommended by the City. Based on 
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recent and projected capital requirements of SDG&E it appears that 
the City's recommended return would not support anticipated capital 
requirements in a reascnable fashion. The City's position appears 
tc be that the utility sho~ld apply to the Commission for increased 
rates if and when it is in financial need. 
This Commission sets rates for the future. 

This is unreasonable. 
If the evidence supports 

an increase (or reduction), then rates will be set accordingly. 
We cannot conclude that a utility must demonstrate a current 
financial emergency before an increased rate of return is justified. 
BalanCing of Consumer and Investor Interests 

The staff reviewed the general impact of recent economic 
conditions upon both the consumers and investors. The mortgage 
bonds of SDG&E are rated for investors by Standard & Poor's and 
Moody's. These "rating agencies have reduced their ratings of 
SDG&E's first mortgage bonds .from Aa to BBB and Baa, near the 
bottom of the rating scale. Such bonds pay a higher interest rate 
and have limited marketability. This situation directly affects 
SDG&E's ability to attract new capital at lower costs. The cost 
of new stock issues is related to these ratings. The utility 
urges that higher earnings levels should be authorized to increase 
its ability to attract new capital. 

Consumers have been subjected to rapid increases in 

utility rates as a result of inflation. Increasing energy costs 
have been and will be reflected in the rates.. The higher capital 
costs incurred by SDG&E have resulted in constant increases in the 
authorized rate of return and this increasing cost is reflected 
in utility rates. Under the circumstances, the staff does not 
support increases in the rate of return to levels approaching those 
in nonregulated industries to increase interest coverages or L~ 
the hope of improving the market price of securities. We agree 
with the staff that there is no assurance of success in the case 
of market prices. 
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Our conclusion is that a rate of return of 9.50 percent 
should be authorized at this time. The utility will be effectively 
insulated from energy cc,st cha..~ges by the ECAC tariff, which is 
an additional burden on ratepayers. The utility has the financial 
advantages resulting from its ITC election under the TRA of 1975. 
The staff estimated that a 9.50 percent rate of return should meet 
SDG&E's current capital requirements. This is the highest foresee
able rate of return and is based on an expectation of aggreSSive 
conservation and efficient operation. Before we will allow a 
further increase in rate of return, we will expect the utility to 
show that it has done all that it can to keep costs and growth 
under c~ntrol. 

Our authorized rate of return will noV Galve all possible 
f~~ure prObl~m~ faclng SnC&E. SpeCifically, the staff recogn~zed 
that if the cap~ta~ construct~on est~mates of the utility are 
accurate, large amounts of new capital ~y be requ~red in the near 

future. The staff concluded that the alternatives may be to 
include CWIP in the rate base or to increase the rate o£ return on 
common equity ~o extremely high levels. Either solution will 
obviously result in increased rates, and. 'tole expect SDa&E to o.f.fer 
other alternatives. We do net .find it necessary to burden the 
ratepayers with such anticipated future costs at this t~e. 

III. Consolida.ted Summary; of Earni~s - Comparisons 
By late-filed exhibits the staff and SDG&E set forth 

their estimated summary o.f earnings .for the year 1976 at present 
rates. A comparison of the staff's and utility'S estimates is set 
forth in Table 1 for all departments of SDG&E. It should be noted 
that this table sets forth the effect of including 50 percent of 
CWIP in rate base as requested by the utility_ As set forth in 

cur earlier discussion, we are not prepared to burden the present 
ratepayers by including Cw-IIP in rate base. 
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The differences between the staff and the utility which 
result from differing treatment of awlP and lTC have been resolved 
by our earlier discussion of those issues. The remaining 
differences reflected irA the summary for all departments flow 
from issues which involve the separate departments. Accordingly, 
we will set forth the summary of earnings for each department and 
set forth adopted results at present rates for separate departments. 
Where the par~ies to the proceeding disagree with the staff's and 
the utility'S estimates, we will include the presentation and 
position of such interested party in our consideration of such 
estimate. 

IV. Summary of Earnings - Electric Department 

Table of 
earnings for the electric department. Table 13-A is set forth 
herein (omitting rate base of 50 percent C\VIP) as Table 2. 

A.. Operating Revenues 
The revenues reflected in Table 2 have been reduced to 

remove the revenues and expenses associated with fuel and purchased 
power. The reason that both fuel revenues and fuel costs are 
removed from our estimates is that the ECAC will automatically be 
adjusted to balance fuel cost charges and fuel expenses. Past and 
future fuel cost over- or undercollections will be incorporated 
in the charges to ratepayers for energy costs. 
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Table 2 

San Diego Gas &: Electric Compeny 
Summ.a.ry of Earningl5 

(Year 1976 ElStimated) 
(Electrie Department) 

: Present Ratel5 
Item Staff . Utilitl : Ado~ted . 

(Dollare. in Thoue.tJJlds) 
~rating ~venue~ 

Sales to Customers-Basie $172,830.0 $171,867.7 SJ.69,762.2 
Miscellaneous 2:26:2.6 2226:2.6 2_265•6 

Total Oper. Revs. 178,095.6 177,133.3 175~027.S 

Qpersting EXJ?e~ 
&oe !Uel or Gas Supply 2,915.1 3,298.9 J,OOS.l 
Produetion 14,,~11.9 15,31+3.6 14,9ll.9 
Tranmnioeion 4,269.3 4,269.3 4,269.3 
Die.tribution 1.2.779.0 12,?79.0 12,779.0 
CUl5tomer Aecounting 

&: Collecting 7,143.9 7,138.3 7 .. 136.3 
Sales Expense 1,228.4 1,,220.4 1,228.4 
Admin. & General 2l,096.5 2l,06l.0 21,0,6.6 
Franeh18e & t1neo1. 

Coats in ECAC (1,336.9) (1,443.1) (1,,3}G.9) 
S~JP Revenue Ottae'!: 7,21·2 2:21.2 ~1·2 

Subtotal 63,759.1 64,432.3 6;,7$4..6 
Adj.-Emp1oyeee Not 

<580.8) Rehired. (580.8) <sao.8) 
Wage Adj. tor 1976 l~.O li:± .. O l~.O 

Subtotal Atter Wage Ad.j. 63,'32.3 64,005.5 63,3S7.'S 

Depreciation - Book 24,824.9 24,824.9 24,824.9 
Taxel5 other than Income 16,005.5 16,005.5 16,005.,5 
State Franehiee Tax 2,700.3 2,406.2 2,620.4 
Federal InCO!l'le Tax 7.412.0 Z~2§:2·2 7:~S6.g 

Total Oper. Expo'S .. 114,282.0 114,,808.0 114,795.4 
Net Oper. Revs. Adj. 63,813.6 62,325.3 60,2)2.4 
:Rate ~ 666,514.6 680,243 • .2 680,045.4 

Rate o'! Return 9.57~ 9.16% 8.e6% 

(Red Figure) 
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The adopted operating revenues are based on the utility's 
estimate of use per customer adjusted to reflect more current 
data. We adopt this lower estimate as the best available test 
year results because of the level of ccnservation apparently 
achieved to date and our ongoing emphasis on continued conservation. 
This determination is supported by the current circumstances 
regarding the drought with the resulting electrical shortage 
in California. 

B. Base Fuel-Gas Supply Ex~ense 
The Commission staff and the utility differ in the 

estimated base fuel expenses by $383,800. This difference arises 
because the utility includes $383,800 representing annual 
amortization over a five-year period of accrued net salvage value 
of spent nuclear fuel. 

The company's claim is based upon the fact that salvage 
value was accrued in the past on the assumption that the salvage 
value in spent fuel would produce uranium after reprocessing. 
Currently there are no reprocessing plants in operation in the 
United States for spent fuelyand construction of reprocessing 
facilities will not commence until the Nuclear Regulatory Commission 
(NRC) establishes design criteria for such a facility. Estimates 
establish that at the present time reprocessing costs ~ll far 
exceed the uranium salvage value. Under existing circumstances 
utilities do not accrue salvage value for nuclear fuel. However, 
SDG&E has accumulated $1,918,848 of net salvage values for spent 
fuel. It is this accrued amount that SDG&E seeks to amortize over 
a five-year period. 
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The Commission staff evaluated the problem concerning 
reprocessing of spent nuclear fuel. ~her utilities to Ca1if~ia 

also have accrued salv~e value for spent uranium. The staff 
reported tba~ Pacific Gas and Electric Company (PG&E) expects to be 

able to hilVe spent nuclear fuel reprocessed in the future and PG&E 

is not asking for a change in accounting treatment at this time. 
Southern California Edison Company (SCE) owns 80 percent of the 
nuclear fuel which SDG&E ~'lishes to amortize. SCE indicated they 
have discontinued accruing salvage value for the spent fuel and 

that they are maintaining the accrued salvage balances at present 
levels until more definitive information is available. 

The testtmony of ~he staff witness indicated a basic 
disagreement between the staff and SDG&E i.."1 the proper 

.accounting for the salvage value of spent nuclear fuel. SDG&E' s 

position was that under the Uniform System of Accounts definition e of net salvage, net sc;llvage vtllue means the salvage value of 
property ~et1red reduced by reprocessing cocts necessary to obtain 

such salvage value. The staff pOSition ~·:~s that under the applicable 
Uniform System of Accounts net salvage ic the salvage value less 
removal costs. The staff distinguished between removal cost and 
reprocessing cost. 

The staff took the pOSition that it had recommended that 
SCE cease charging to expenses the est~ted cost of reprocessing 
spent: nuclear fuel becaus~ such accounting star~s to accrue future 

estfmated reprocessing costs of spent nuclear fuel prematurely. 

Reprocessing cost to be incurred in the future should be accounted 

for at the time of actual activities. The CommiSSion staff conte'nds 
r.hat if reprocessing cost adds value to the nuclear £uel~ such 
expenditures should be considered as capital investment. The staff 
states that accruing reprocess ins costs charged the ratepayers for 
future capital expenditures and in effect the ratepayers had 
advanced money for future nuclear fuel plant. 
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'Cole agree with the staff position as stated above. 
Consistent with the staff position, the staff had recommended that 
SeE cease c!larg1ng estimated reprocessing cost of spent nuclear 
fuel on the ground that it is cha~ging ex?enses p~ematurely to 
ratepayers. !he steff and the utility are in agreement thet SDG&s 
should not azcrue nuclear s~lvage values at this time bec~~se it is 
currently uneconomical to reprocess spent fuel. This agreement is 
consistent with the staff position that reprocessing cost to be 

incurred in the futu:e should be capitalized in future nuclea:: 
fuels recovered ana used in the utility opcr~tions. This agreement 
between the staff and the utility does not resolve the problem of 
the accrued sa.lvage. 

The $1,918,848 in accrued salvage velue of spent nuclear 
fuel represents, in SDG&Ets viewl' s~lvage value that cannot be 

=ecovered at the present time. The spent nuclear fuel still e contains 30 to 35 percent usable Uranium 235 as well as some 
plutonium. E:y.hibit 121, an e.;l%'lier report of the Comm.:l.ssion staff, 
recommended that the accrued values assigned to t~ plutonium· in 
the spent nuclear fuel be amortized. Specifically,Account 157, 
Nuclear Material Held for Sale, reflected an estimated market 
value of $400,237 representing the estimated value of plutonium to 
be rece1\owed after the reprocessing of the spent fuel. Account 120.5, 
Accumulated PrOVision for Amortization of Nuclear Fuel Assemblies, 
reflected $240;,102 as the estimated cost of reprocessing nuclear 
fuel that t'la8 leased. The st.o£f recommendation was that the net 
amount of $159,535 does not represent ~ realizable asset nor a valid 
rate base item because of the uncertainties with respect to the fuel 
=ecoyery service contract, the uncertainty of commercial fuel 
reprocessing plant availability, and the uncertainty of the QarI~t 
for recovered plutonium. The plutonium in question is contained in 
the same spent nuclear fuel containing usable Uranium 235. The 
staff report recommended writing off the net salvage value of 
$159,535 (the net result after the assigned plutonium values are 
reduced by the $240,000 accrued). 
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The staff recognized that plutonium s~lvage should be 

treated in the same manner as other salvage values in s?eut fuel. 
The staff's final recommendation regarding the accrued salvage 
value for spent nuclear fuel was that SDG&E not be allowed ~o 
amortize the accrued salvage value at this time. The staff con
cluded that the matter should be decided when more definitive 
info~tion is available regarding reprocessing plants. The staff 
witness areued that it would be unwise to let the company amortize 
~ccrued salvage until all possible alternatives are evaluated and 
that to allow amort1z.:tion ~J'ould tend to reduce the incentive for 
the company to seek out an optfmum solution. The staff witness 
distinguished this final rccommend~tion from the carlier recommenda
tion contained in Exhibit 121 on the grounds that the e~lier 
recommendations were made without in-depth study for at that tfme 
there appeared to be a small amount invo1ved--the net amount was 
about $160,000 .. 

We have concluded t~t the i~iti~l staff poSition 
set forth in Exhibit 121 is so~nd. If zpc~t nuclear £~el 
is reprocessed in ~~e fu~ure, such reprocessing costs 

should be capitalized as cost of reprocessed nuclear fuel used in 
the rea.ctor. The conclusion that the reprocessiIlg of spent fuel 
to recoyer plutonium is uncertain because there are no operational 
commercial fuel reprocessing plants available to SDG&E is 
undisputed.. The plutonium and the uranium involved are both 
contained in the same spent nuclear fuel.. The net value of the 
spent fuel (reduced by the accrued prOVision for amortization of 
future reprocessing expense as recommended by ~he Finance Division) 
should be amortized. We do not conclude that the evidence as 
presented by SDG&E in this case would necessarily be applicable to 
all spent nuclear fuel on hand for all other utilities. We note 
tha~ PG&E is of the view that it has viable reprocessing contraces 
available. To the extent that spent nuclear fuel may have value in 
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the future, such value will reduce the cost of nuclear fuel after 
reproeessing. At this time we t'1ill begin amortization of the ee: 
value of spent nuclear fuel of SDG&E. 

c. Production Expense 
The staff and utility differences in production expense 

for the electric depart~ent result from the staff's elimination 
of sever~l items of expense connected with the cancelled lCaiparowits 
project. Moreover, the staff allowance of l<aiparowits project 
expenses is contingent upon a commitment by the utility that any 
future profits from this project would result iu refunds to the 
customers. 

On April 14, 1976 the lGaiparowits power p:oject was 
cancelled. The particip~nts in this power project were SDG&E, 
Arizona Public Service Company (A~), and SCE. SeE was the project 
manager. Applicant requests authority to amortize over a five-year 
period costs of $5,553,918 which it alleges represent its costs 
associated with the cancelled power p=ojcct. The power project 
involved planned construction of a 3,000 ~c8awatt coal mine mouth 
gener~ting station in southern Utah and related transmission systems 
to provide pot-1cr to southern California and Arizona. 

At this time the cO.'ll resource at r<aiparowits consists of 
an estimated 600,000,000 tons of recoverable coal. Rights to this 
energy resource are held through coal leases by subsidiaries of the 
three participants i:1 the po~-:er project. Equal interest in the 
coal resource are held by NCl{l Albion Resources Company (NARCO, 
SDC&Ets wholly owned subsidi~y), Resources Company (a subsidiary 
of APS), and Mono Power Company (a subsidiary of SCE). Resources 
Company is coordinator of the whole project. :Caiser Zngineers of 
Kaiser Industries Corporation became a participant under a 
memorandum of intent agreement. As of June 30, 1976 there was 
approximately $1,642,305 recorded in the books of NARCO as its 
share of deferred exploration and development costs ~sociated with 
the coal development project. SDG&E has not included these costs 
in its request for amortization of Kaiparowits costs. 
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The amounts in dispute regarding amortization of 
Kaiparowits costs is set fort? 1n the following table:· 

Kaipa=owits Cost Table 

: u~i!~t! ExceedS searl · .. · .. 
Item .. Staff .. Ut11it:z .. Amount : ~atio · .. .. 

(Dollars 1ri Thousands) 

Power Plant $2,391.6 $2:t836• 9 $ 445.31.1 18.67-
Communications 40.1 40.1 -
Transmission 919.0 989.8 70.&~/ 7.7 

Indetntltt1;atlon - 126G7.1 1z667.'lII 100.0 
Total to be 
Amortized 3,350.7 5,534 0 0 2,l83.3 65.2 

Amount to be 
Amortized per Year 
on Five-year Basis 670.1 .1,106.Z 436.7 

1/ ZXClusion of $221.7 ArDe plus $223.6 power 
- plant expense estimated to ~ve future 

value to the mine. 
2/ Exclusion of $70.8 I~DC. -1/ Excl~ion of $1,667.2 indemnification 

payments. 

65.2 

The staff witness recommended the amortization of 
$3,350,700 over a five-year period only if certain eondit~ were 
met. Specifically, the staff witness recommended amortization only 
on condition that SDG&E on its o~m behalf and on that of its 
affiliate NARCO agreed to commit profits from the sale of coal or 
coal rights at Kaiparowits up to the total ~ount amortized plus 
accrued interest at seven percent per annum on amortized amounts. 
The staff witness recommend~d ~hat all ~rtized amounts plus 
accrued. interest be refunded to the rate?ayers should 'profits from 
the sale of coal rights be realized. 

-32-

.. . 



A.55627, et a1. RF/ddb 

The staff witness ~so testified that in his judgment 
SDG&E made a prudent choice when it originally became involved in 
obtaining the energy resources at Ka1parowi~s and the later decision 
to eancel the project was also a prudent one. A witness on behalf 

of the Finance Division recommended that SDG&E be allowed to amortize 
over ~ five-year period the r~asonable costs expended on the 
Kaiparowits project, subject to certain exceptions and recommenda
tions. 

At this time we are going to adopt the staff reeommendat;on, 
including the exclusions of certain amounts claimed by SDG&E as set 
forth in the table above. The claim for AFDC was disallo':41ed by the 
staff on the ground that it is contrary to the Uniform System of 
Accounts adopted by the Commission to a.ccrue AFDC when construction 
does not begin. In the view of the staff, the expenditures were of 
a preliminary nature and construction hac! not started on the power 
project. 

The st.clff pos it ion that there ~'7.!lS no interest-bearing 
CWIP to support AFDC is unrebuttecI in the record. Accordingly, the 

staff exclusion of $292,500 of AFDC is adopted. 
The staff Finance Division investigation disclosed 

that the amount of $223 7 600 of power plant expense was regarded by 

SCE as a capital expenditure having future value to the mine. 
Applicant contends that this expenditure involved enviromnental 
studies having no value to any future development of the coal 
project. At this time we will adopt the staff recommendation 
regard.it1g t.hese expenditures. 

'Ihe final exclusion of $1,667,200 relates to an indemnity 
agreement entered into between the power plant participants, their 
three subsidiaries, and Kaiser Industries Corporation. This 
agreement required reimbursement to the wholly owned subsidiaries 
for funds advanced for commitments made in connection with the 
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coal project after August 20, 1974. The Finance witness testified 
the indemnity agreement was essentially a payment by power plant 
participants which contributes to the value of the assets, including 
coal leases and mineral claims, held by their coal project 
subsidiaries. The pa~ent of these costs did not entitle the 
parent com~~ies to share in the ownership of the assets. SDG&E 
argues that the power plant participants were required to assume 
financial responsibility for necessary Kaiparowits coal development 
under the indemnity agreement as a necessary part of the Kaiparowits 
power project. The staff reported that SCE had not yet determined 
an apportionment of the indemnity agreement payment to be aSSigned 
to the coal project and to the power project. Under these 
circumstances we adopt the staff poSition at this time. 

An underlying major question involves the value of the 
coal resource at Kaiparowits. We agree ~~th the staff poSition 

4It that if California ratepayers are to acortize the sunk costs in the 
Kaiparowits power project, it would be ine~itab1e to ignore the 
fact that a wholly owned subsidiary of the utility continues to 
hold the only remaining assets from the overall project. Y~reover, 

to the extent that ratepayers support the costs incurred by 

SCE's subsidiary,Mono Power Compa.~y,as a result of our Decision 
No. $5731 in Case No. 98$6, this Commission should exercise its 
regulatory power regarding the coal resource in a consistent 
fashion. 

The Commission presently is investigating (Case No. 
10056) the exploration and development activities of both SeE 
and the applicant. The question of the recovery of costs 
incurred by Mono Power Co~pany and NARCO at ~iparowits are 
before the Commission in that proceeding. We will resolve the 
proper treatment of exploration and development cost incurred by 
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utility subsidiaries at Kaiparowits by cur investigation in Case 
No. 10056. However, our amortization of power plant costs at 
Kaiparowits at this time is predicate>.l upon the condition that 
SDG&E on its own behalf and that of its affiliate NARCO will agree 
to commit any future profits from the sale of coal or coal rights 
at Kaiparowits up to the total amount amortized in this proceeding 
plus the accrued interest at seven percent of such amortized 
amounts. 

Our a1low~~ce of the amortization as recocmended by the 
staff is also subject to the recommendations set forth in the 
report of the Finance Division in Exhibit 195. Those 
recommendations will be implemented by the requirement that the 
amortization amount, including any additional adjustment, is 
subject to Commission approval after staff review. Such staff 
review will provide assurance that the staff recommendatlons as 
set forth in detail in Exhibit 195 are complied with. 

D. Differences from Revenue Estimate Chan~es 
A number of differences betwee~ t~e staff and the utility 

estimates for 1976 result froQ differences in the revenue est~tes. 
Customer accounting and collecting expenses ~e a function of 
revenues. Franchise requirements change due to differences in the 
revenue estim~tes. St~te corporation franchise tax and federal 
income tax differ ~ ~ result of estimated revenue and expense 
differences. Differences in federal income tax attributable to the 
IIC have been discussed earlier in this decision. The tax treat
ment of the additio~l lTC ~vailable from the IRA of 1975 will be 

ratable flow-through over the average life of the plant as selected 
by the utility. The 3dvantages to the utility from this treatment 
have been t~ken into account in the authorized rate of return. 
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E. Franchise and Uncollectible Costs in ECAC 
The allowance for franchise and uncollectible costs in 

energy cost adjustment rever.ues arises from the fact that the 
allowance for such uncollectibles and franchise fee expenses under 
the energy cost adjustment do not offset the expense incurred by 
the utility at the one percent level adopted in the ECAC computa
tion. 

The negative expense adjustment for franchise requirements 
and uncollectibles is to adjust the test ye~ estimates for 
franehise and uncollectible expenses attributable to the ECAC 
revenue. By this decision the Commission will establish the ECAC 
to establish a zero base energy charge in the SDC&E rates. For 

test yea= purposes the ECAC allowance of one percent for franchise 
fees and uncollectibles calculated fro~ test year sales, will be 
used for the adjustment for franchise requ1re~ents and 

uncollectibles associated ~"i t:"l ECAC revenlles.. Ba~ed upon the 
adopted sales for the electric departme~t, th~ franchise 
uncollectible costs adjustment for ECAC will be $1,336,900. 

E. Amortization of Syc~ore Canyon Combined 
£ycle Plant and a 32 ~~ G~s Turbine 

8~~ requests amortization over a five-ye~ period of 

cancellation costs related to a p~oposed combined cycle plant at 
SyeoilDlore Canyon. A sta£f cneineer reviewed the request and 

concluded that the company had been prudent in entering into a 
contr~ct wi:h Turbodyne, based upon the information available in 
1973 regardi-og generating capacity required to meet projected 
requirements. As a resulc of unexpected lower requirements in 
1974, generating require:n(~nts were redllCed and the plant was 
cancelled. The utility incurred expenses related to the cancella

tion of contracts ~hat had been entered into with Turbodyne. the 
cancellation costs involve a $5,200,000 settlement with Turbodyne 
o~ Unit 1 and $251,000 as a reSult of the cancellation of Unit 2, 
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a $5,451,000 total. In 1974 the utility also cancelled a planned 
32 MW gas t~rbine. The ~otal cancellation cost was $680,000. The 
total claim of $6,131,000 was accepted as a proper amount to be 
amortized over a five-year period by a staff witness from the 
Utilities Division. 

The Finance Division recomcended disallowance 
of cancellation costs on the ground that the utility had failed 
to secure a certificate of public convenience and necessity as 
required under CommisSion rules prior to construction of the 
generating facility at Sycamore C~~yon. The testimony of the staff 
engineer clearly establishes that b~sed upon reasonable future 
projections in 1973 and reasonable lead times for construction of 
such generating plant the utility's actions were reasonable. The 
stafr engineer further reviewed the cancellation costs and 
concluded that company management acted reasonably in incurring 
cancellation costs after unex,e~ted c~~nees ~~ its planned 
generation rcquireoents in 1?74. 

A reg~lated utility will not U~ ~::owed to charge 
ratepayers for costs incurred by management imprudence. However, 
when the utility incurs costs as a result of prudent management 
decisions followed by unexpected subsequent events, such expenses 
may be taken L~to account as part of the cost of utilities service. 
The contracts entered into required substantial lead time in order 
to meet the proposed construction program in 1973. Our conclusion 
in this matter also applies to the 32 MW gas turbine cancellation. 
The review of the utility's action regarding the gas turbine unit 
establishes that SDC&E managment was not imprudent. 

Both the City and counsel for DOD argue that the utility 
has incurred a total of 513.5 million in expenses associated with 
the cancellation of planned generation plants and that the magnitude 
of these expenses, when taken in total, is simply unacccpt&ble. 
The basic poSition of the DOD is the number of mistakes refutes the 
belief that prudence was exercised by SDG&E. 
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We are convinced that it would be inequitable to disallow 
expenses incurred as a result of reasonable management action. Our 
conclusion regarding the particular cases of Sycamore canyon and the 
32 MW gas turbine project is not based merely upon self-serving 
declarations of management. Our conclusion is supported by the 
judgment of staff engineers who reviewed the informatlon available 
to the utility management when the deciSions were made and the 
subsequent conditions that existed when the cancellations were made. 
The cos~s ~ll be amortized. We do note that the stakes ~volved ~ 

these judgments are increasingly greater, and we caution management 
to exercise caution in such matters. 

G. Rate Base Items 
SDG&E seeks to include two items in Account 105 as plant 

held for future use; the staff would disallow them. The first 
item amounts to $9,952,300 for two gas turbines which were originally 

~ intended as peaking units at the South Bay plant. SDG&E secured a 
certificate of public convenience and necessity by Decision No. 
83948 for the L~stallation of these peaking units. These two gas 
turbines are presently held by the utility in storage. 

The second item in dispute is tower steel materials in 
the amount of $1,125,600. The tower steel materials were the 
subject of dispute in the last general rate case of SDG&E. The 
tower steel material was disallowed from rate base in that decision. 
SDG&E again seeks to include this tower steel in materials and 
supplies. 

SDG&E does not intend to use the South Bay gas turbines 
as peaking units. SDG&E now plans to use the South Bay gas turbines 
as part of a combined cycle unit at its Silvergate generating plant. 
The planned construction of combined cycle plant at Silvergate is 
scheduled for June 1979, according to SDG&E. We are aware that SDG&E 
has such a proposal now before the California Energy Resources 
Conservation and Development Commissio~ and we are impressed by the 
apparent advantages to be derived from this alternative. The tower 
steel is to be used over the next five or six years. 
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The dispute involves the propriety of including the gas 
turbines in Account 105. The requirements that such plant held for 
futcre use be owned by the utility and intended to be used for 
utility service are met. The third condition for plant held for 
future use (Account 105) is that there must be a definite plan for 
use of such plant. It is clear that originally there was a definite 
plan for the use of the gas turbines as peaking generating 
capacity at the South B~y location. It is also clear that plan was 
cancelled and the use became indefinite as the utility attempted to 
determine the best use for the gas turbines after their construction 
and delivery. 

t'le reg~d the origi:lal 'C.UlXlagCIDCnt decision regarding 
original acquisition of the gas turbines as prudent. The utility 
had obtained a certificate of public convenience and necessity to 
support actual construction and use of the gas turbine in utility e service. In order to utilize the turbines in a combined cyele 
installation at its Silvergate location tbc utility has filed an 
a?plication for a new certific~te for such use. 

The problem should be resolved by reasonable conscruction 
of the provisions of the Uniform System of Accounts. The gas 
turbines wer,e initially plant held for future use and includable in 
rate base for there was an existing definite plan. As circum
stances changed there was no longer a definite plan for such use. 
H3d the utility cancelled the ordered gas turbines and incurred 
cancellation expenses the situation would have been s~ilar to the 
Sycamore C~nyon combined cycle situation. 

The evidence convinces us that the utility management is 

~ng every reasonable effort to minimize the loss or expense 
incurred. There is ~ definite plan to use the gas turbines to 
repower generating plant in a ne't'l combined cyele installation a.t 

Silvergate. Under the circ\.1mStances we will include the gas 
turbines in the rate base at this time. 

-39-



A.S5627 ~ et' al. RF/ddb 

The tower steel material was excluded from rate base in 
our Decision No. 83675. As tole stated in that decision the utility's 
determination that it should ret~in ownership of the material for 
future use depends in part upon the alternat ives a,,'ailable to the 
utility at this time. The evidence indica~es that the utility 
has retained tower steel material in Account 105 (now in the amount 
of $1,125,600). An ~ount of $205,800 consisting of cable 
insulators and miscellaneous accessory tower line material is now 
carried in materials and supplies. The intended use of the tower 
line material in Account 105 is for projects with in-service dates 
of 1979~ 1981, and 1983. A small amount will be used in 1976. 

vIe h~ve not allowed CVIIP to be il:cluded in rate base. 

However J we are prepared to recognize the substantially loager 
construction periods and lead times required to utilize the gas 

t~Qtne~ and tower steel a~~uired in the. ~ast. The evidence e prl3sented convinces us 'Chat t:he ;t'Cems in dispute were reasonably 

acquired with a def inite p la-:l of use for ut ility purposes. The 
intended use was frustr:1ted 'by ch.ang:L1l8 CU'cams1:4llCeS. The ur:r.11t:y 

has definite plans for use at this time. Due to the particular 
circumstances in this ease, we will allow ehe it.ems to be !Deluded 

in rate base. Our decision is based on the particular facts of 
this ease and is not to be regarded as .an abro8.ar:J.on of our usual 

requ!reme=&. 
H. Fuel Oil Inventorv 

Consistent with Decision No. S3675 dated October 29, 
1974, the weighted average values for fuel oil in storage will be 
used to calculate the allowance in materials and supplies for fuel 
oil. 

v. Summary of Earnings - Gas De~artment 

By late-filed Exhibit 197 the stafr set forth the 
differences regarding the 1976 test year estimates for the gas 
department of SDG&E. Table l3-A from Exhibit 197 is set forth 
below as Table 3. 
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Table 3 

San Diego Gas & Electric Comp~ 
Summo.ry or Earnincs 

(Year 1976 EGtimoted) 
(Cae Department) 

· PrCGent Rates · .. Stafr .. · . Aco"tecl Item Utilitl : 
(Do1l~1S in Xhousands) 

~er~tin~ Revenues ... 
Z 95,92:;.6, $ 9.3,,225.7 Salcs to Cuctomors-BaGic 3 97,217.7 

Interdept. Sales Adjusted 1,268.6 1,268.6 11.534.8 
Miccc1lancous 284•2 ~ .. 2 .~3L..1. 

Total Oper4O ~evs. 98,870-5 97,576.4 105,094.8 
~¢r8tin~ E~enses 

Base Fuel or C3S Supply 54,98,5 .. ,5 54,253.2 58,433~S 
Storage 650.3 .650.3 650.:3 
Xransm1SGion 810.5 810.5 810.5 
Distribution 7,824.0 7,824.0 7,824 .. 0 
Customer Accounting 

4,246 .. 5 4,364.4 & Collecting ,4,249.5 
Marketing 813.8 813 .. 8 813.8 , 
Admin. & General 8:722 .. 6 8 .. 72~ .. 2 8.z874.1 

S':l'btot8.l 78,oS7.2 7},321.5 81,610.6 
Adj .. -Employees Not 

(124.4) (124.4) ~ehired (l24'04) 
\-lage t~dj. for 1976 70.3 70.3 10.3 
Adj.-Employees to be 

Rehired (2l:2.6) .0 .0 

Subtotal a!ter WDGe Adj. 71,.817.5 7},267.4 81,616.5 

Oepreciation - Book 6~180.4 6,180.4 6,180.4 
Taxes other than Income 4,090.5 4,090~5 4,090.5 
State Franchise Tax· 149.6 29.7 416.2 
Federal Income Tax .. 0 (222-6) 212·~ 

Total Oper. Exps. 88,2~.0 87,172.4 93,218.9 
Net Oper. Revs. Adj. 10,6;2.5 lO,404.o 1l,815.9 

Rate Ba:se 124,872.5 l25,0}9.4 12$,533.2 
Rate ot :Return 8.5~ 8_~ 9 .. 46% 

(Red Figure) 
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A. Operating Revenues 
The adopted results of operations at present rates are 

based on current data furnished to the Commission in recent 
proceedings. This informatio~ shows that the gas deliveries for 
1976 and into 1977 substantially exceed the original test year 
estimates. The best information currently available to the 
Commission is that such deliveries will continue at this higher 
volume durL~g the time these rates are likely to be in effect. 
The adopted results of operations based on these deliveries 
indicate that no gas rate increase is presently required to allow 
the utility to earn its authorized rate of return. 

B. Adjustment for ~plovees to be Rehired 

The staff adjusted down~ard tbe estimated transmission 
and distribution expenses related to gas department storage as 
a result of the utility termination of employees in the fall 
of 1975. This appears as adjustment-employees to be rehired 
in th.e amount of $215,600. 

SDG&E terminated 300 employees in the fall of 1975 
on the basis that it was facing a financial emergency. A staff 
~~tness reviewing gas department storage, tranSmission, and 
distribution expenses concluded that not all of the employees 
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terminated in the fall of 1975 had been rehired by June 1976A The 
company contended that it was rehiring the terminated employees and 
that the total number of employees on a company-wiele basis 
established that there was a :oeturn to normal manpower strength. 

Applicant utility discharged the employees in October 1975. 
A witness on behalf of the company stated ~hat expected 1976 
results of operations reflected a reduction in manpower caused by 
inadequate interim rate relief from Decision No. 85018. This 

adjustment was not shown in tr~ test year 4ccordiug to the utili~y 
witness beczuse the cutback in manpower was considered only 
temporary until acequate rate relief would be gr~ed. However~ 

the applicant's witness conceded that after October 1975 a 
decision was made to rehire some of the 300 employees. The position 
of the company on June 16, 1976 was that 64 of the 300 employees 
w~re permanently laid off and the effect of this reduction in 
operating expenses of employees not rehired was L~cluded in the 1976 
estimates as adjustment-e~ployees not reh~ed in the amount of 
$124,400 (gas department). The staff and the utility have agreed 
on this estimated amount. This is ~~ apportionment of a total 
company adjustment (all departments) of $706,900. 

The utility conceded that est~ted 1976 operating 
expenses would necessnrily be reduced by the number of employees 
1lOt to be rehired. The disputed amount labeled "adjustment-employees 
to be rehired" is an additional reduction of expenses applicable 
to gas department storage, transmission, ~~d distribution expenses. 
this reduction is based on the fact that ecployees terminated in 
late 1975 were not on the payroll in June 1976. 
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San Diego Gas & Electric Company 

Summary of Eern1ngs 
(Year 19'76 Estimated) 

(Steem Department) • 

: .. 
PreSt!nt Rates .. . 

Item : Stafr .. UtilitX : AdoEted 
.. .. 

(Dollar8 in 'XhOU5!Ulc1e) Operat1ns Revenues 
Sales ,to Cuotomers-Basic S867 .. 8 $846.0 $846.0 

Total Oper. Revs. 867.8 846.0 846.0 
~r8tin5 ~ense6 

&Be Fuel or Gas Supply 6,0.1 627.1 627.1 Prod.uct1on 79 .. } 79.3 79.3 Dietr1'bution 45.5 45.5 45.5 Cuetomer Account~ 
& CoUectizlg l.l l.l 1.1 Admin.. 8c Ge~rs.l 

~.:2 ~2.6 ~2.~ 
Subtotal 814.5 805.6 805.3 

Adj.-Employees Not 
Rehired (1.7) (1.7) (1.7) Wage Adj. for 1976 .2 .2 .2 
Subtotal at'ter Wage Adj. 8l, .. O 804.1 803 .. 8 

Deprec:iation_ Book '3.5 33 .. 5 33 .. 5 'Xaxes other then on IneOtUe 32 .. 6 32.6 32.6 State ~cb1ee 'tax .0 (7 .. 8) (6.l) Federal Income Tax <38.2) (42.2) (44.0) CI 

Totol Oper. Exps. 840.9 820.2 819.8 Net Oper. Revs .. Adj. 26.9 25.8 26.2 
Rate .Be.ee '90.6 )91.7 39l.7 :Rete ot Return 6 .. 89% 6.59% 6.69% 

(Red ~) 

.. .. .. .. 
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Based on the evidence presented o£ total company employment, 
it appears that SDC&E's rehiring program will meet its objectives, 
although perhaps not on a department by department basis.· The 
additional staff adjustment will not be adopted. 

VI. Steam Department 

The differences between the staff and the utility 
estimates for the ste~ dep~tment 4re set forth in Table ll-A, 
Exhibit 197. Said table is set forth as Table 4. 

An examination of the above table establishes that the 
differences between the staff and the utility estimates for the 
steam department =mount to a difference of $1,100 in net operating 
revenues and an equiv~lent amount in rate base estimates. We will 
~dopt the estimates of the utility ilS set fort:h in Table 4 (steam 
department) with the exception t~t we will not include interest
bearing ~IIP in rate base as requested by the utility. 

VII. Rates 

A. Fuel Clause Revenues Overcol1ccted 

On March 18, 1975 this Commissio~ instituted an 
investigation into the electric fuel cose ~cjustment tariff 
provisions granted to major electric generating corporations. By 

Decision No. 85731 dated April 27, 1976 i~ Case No. 9886 we found 
that SDG&E had overcollected under its existing fuel clause and we 
adopted a new ECAC procedure as a reasonable alternative to the 
existing fuel cost adjustment procedure. We found that the amount 
of over- or underco11ection of fuel clause revenues compared to 
experienced fuel costs should be determined on a recorded basis. 
Our new procedure provided for the computation of the difference 
in recorded revenues and recorded energy expenses with the eifference 
to be amortized by the use of the fuel collection balance adjustment 
(FCBA). In this r~te proceeding, we will ins1:itute rates under the 
new ECAC procedure. 
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In establishing intitial ECAC rates, we are in a 
transition from the use of a fuel cost adjustment billing factor 
which authorized increased rates to offset the estimated fossil 
fuel costs for the generation of electricity. The last fuel 
clause adjustment authorized rate increases of 0.762 cents per 
kilowatt-hour applicable to all sales excluding lifeline quantities. 
This rate was established by Decision No. 85291 dated December 
30, 1975 in Application No. 56049 filed November 6, 1975. Decision 
No. $5291 ordered that SDC&E separately account for the rates 
collected pursuant to the fuel clause adjustment. 

Pursuant to the provisions of Decision No. 85731 SDG&E 
proposed an ECAC on May 14, 1976. The staff recommended one 
clarifying clause for the EeAC provisions. By Advice Letter 

4It No. 413-E SDG&E requested the proposed BCAC provisions be added 
to its tar'ifi's, California F.U.C. Sheet Nos .. 2620E through 2694E. 
The City requested suspension of these tariff sheets by protest 
dated September 8, 1976. The basic poSition of the City was 
that SDG&E had overcollected fuel clause revenues pursuant to 
Decision No. S5291, the most recent fuel clause adjustment 
decision dated December 30, 1975, and that overcollection under 
that fuel clause deciSion exceeded $11 million as of July 1976. 
The City contended that these overcollections should not be 
included in the ECAC FCBA. 

The fact is that SDG&E will not retain any fuel clause 
revenues that exceed the actual fuel clause expenses incurred. 
However, the balance in the fuel clause overcollection account 
which represents fuel cost revenues in excess of recorded fuel 
costs fluctuates from month to month. By our decision in this 
proceeding we will follow the staff recommendation of establishing 
basic electric rates on a zero base energy cost and establish the ECAC 
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adjustment rate at the same time so there is no duplicate recovery 
of energy costs. For purposes of implementing ECAC rates the 

, 

effective dates will be March 1 and September 1 for purposes of 
revision of the ECAC each year. Our initial l2-months'recorded 
period for the first ECAC rate will be 12 months ending December 
31, 1976. 

With regard to the overco11ection under the fuel-clause 
increase granted by DeciSion No.. 85291 dated December 30, 1975, we are 
of the opinion that the public interest is best served by accounting 
for the overco1lection in the ECAC balancing account rather than 
by refunds. Recorded data indicates that the present under
collection balance exceeds the amount of the prior overcollection 
so that any refund now would be soon offset by an equal or 
greater increase. Accordingly, we direct the utility to include 
the revenue from the prior fuel clause increase in the ECAC 

4t balancing account for disposition in the ECAC proceeding to 
follow .. 

As set forth in Appendix B, the calculated ECAC rate 
is 2.402 cents per kilowatt-hour, applicable tc all rates above 
lifeline quantities. The ECAC rate is based on recorded data 
ending December 31, 1976. Since the staff has not verified the 
company's recorded cost and sale date underlying the ECAC rate, 
we will incorporate any change that might result after the staff 
investigation in the next ECAC filing. 

B.. Gas Denartment Deferred Revenue 
The gas department charges the electric department under 

the established G-54 rate for in~erdepartmental gas. In 1976 
it became apparent that natural gas volumes available for electric 

-47-



A.55627, et ale ddb * 

generation were greatly in excess of a~ticipated amounts. The 
G-54 rate was substantially i~ excess of the commodity cost of 
gas to SDC&E. The utility, with staff concurrence, accour.ted 
for the difference between tne C-54 rate and the average cost of 
gas as a deferred credit until ~he Co~ission could determine the 

appropriate disposition of such ov~r~ollecuions, By 5eptemb~r 
lq76 the overcollection was estimated to exceed $1 million. 

The sta~r recommends that the amount accumulated be 
refunded to SDC&E customers. We disagree. The C-54 rate was 

lawfully established based on the best information at the time. 
Had there been a shortfall in dcliveries p there would be~ no 
·'undercollect.ion". The prohibition against retroa.ctive ratemaking 
resolves this problem. There has been no overcollection and 
there are no refunds due. SDG&E is free to account. for the 
deferred amount as it may elect. for fin~~cial reporting. 

c. E1ectric Rates - Domesti'c Classes 
Rate design for the domestic classes on the SDC&£ system 

is complicated by a combin~tion of zone rates and past 
implementation of lifeline rates. Section 739 of the Public 
Utilities Code directed this Co~=ission to designate a lifel~~e 
volume of gas and a lifeline quantity of electricity necessary to 
supply the ~inimum energy needs of the average residential user 
for certain end-uses. Such lifeline rates shall not be greater 
than rates in effect on January 1, 1976 and shall not be increased 
until the average cystem rate in cents per kilowatt-hour increased 

, 

25 percent or more over the January 1, 1976 level. Lifeline 
quantities for certain end-uses as required by law were established 
by our DeciSion No. 86087 dated July 13, 1976. 
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At the present time SDG&E has four different zone rates 
for domestic customers. The D-l through D-4 zones at present 
lifeline rctes have four different customer charges and different 
energy charges in different blocks. 'rb.1s rate structure is further 
complicated by the fact that the fuel cost adjustment billing factors 
have been applied to nonlifeline usage for the four different 
zone rates. Scperimposed on the existing rates are the new basic 
lifeline allowances for different climatic zones with basic 
allowances. for end-usage frozen temporarily at the January 1, 1976 
level. 

It is obviously time to simplify the do~stic rate 
structure to reflect lifeline ~ages by cltmaee zones and end-use 
allowances. There is no logical reason to incorporate 
four different zone rates into the basic lifeline allowances for 
domestic custome::s on the SOC&E system. The staff recommends that 
zone rates be retained at this time because the elt=inat1on of the 
existing zones under present lifeline rest=i:tions would necessarily 
result in reductions of the three higher zor.e rates to the level of 
the D-1 ra:es. But the lifeline quantity of eleetricity is the 
energy necessary to supply the minimum er~rgy needs of the average 
residential user for des1gnated end-uses. As rates above the 
minimum lifeline ~llowance_"are i'OCreased,. it appears unreasonable 
to retain different lifeline rates for domestic customers on the 
SDC&E system.. 

Lifeline domestic service for electric custo~e~s will be 
established under a single Schedule D. Present energy cost charges 
will be superceded by the ECAe rates est~lisbed pursuant to our 
dec: is,ion., 

D. Cas Department - Domestic Customers 
Our aet~rmination that no gas rate increase is requirea 

results in no Change in gas rates. However, our discussion regarding 
lifeline rate3 to domestic electric custo~ers is applicable to the 
domestic gas customers of SDG&E, and rate reform will be implemented 
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in peA proceedings to follow. The staff's gas rate exhibit 
continues existing zone rates in order to avoid rate reductions 
in the lifeline quanitites for eliminated zones. As we stated 
in our discussion of electric rates, domestic customers are 
provided a minimum quantity of energy under the lifeline 
allowances. As gas rates increase there appears to be no reason 
to retain different charges for the lifeline quantities supplied 
domestic customers on the SDC&E system. Exhibit ISl sets forth 
the necessary lifeline rates for gas service. 

E. Nonlifeline Electric and Gas Rates 
Our rate changes will adopt the staff recommendations 

for nonlifeline rates insofar as possible. Based on the staff's 
report on cost allocations, agricultural power rates, an~ general 
service (large and very large) groups, the record indicates that 
these classes should receive relatively greater increases. This 
recommendation is based on the staff's concluSion that these 
classes are not providing a return comparable to other nondomestic 
classes. 

The staff recommendation to establish demands plus 
energy blocking for A-6 rates is necessary as preliminary to time
of-day pricing. SDG&E applied for such priCing tariffs by 

Application No. 56598. OUr deCision implements such requested 
tariffs. 

Present electric rate Schedules A-I through A-4 were 
established on the same density zone basis as the domestic rate 
schedules. Now we will consolidate the different density zones 
into one Schedule D for the reasons stated previously. Commission 
DeciSion No. 86081 in Case No. 9886 states on page 45: 
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"Over the years gas and electric utilities have 
developed rate zones based on customer density. 
These rate zones gave some recognition to 
progressively higher costs to serve as customer 
density decreased. Now that conservation and 
other social considerations are being added to 
the more traditional rate factors of cost and 
value of service, it appears that a plethora of 
rate zones is no longer appropriate. We will, 
therefore, in individual rate cases, sympatheti
cally entertain proposals to reduce the number 
of, or eliminate entirely, rate zones." 
In addition to justifying the elimination of the domestic 

rate zones based on the minimum energy needs of the average 
residential user for designated end uses, there is the further 
justification that construction in the dense service area is more 
costly than in the less populated areas and present trends toward 
undergrounding in the new and densely populated areas tend to 
further exaggerate the difference in cost. This also tends to 

4It equalize the plant cost per customer in all zones. This is true 
for domestic service and is also true for commercial and industrial 
service,most o~ which is in fairly densely populated areas. 

We will consolidate rate Schedules A-l through A-4 into 
one Schedule A. 

The service establishment charges recommended by the 
staff of $5 during regulaJ:" hours and $10 outside regular hours 
applicable to both gas a.~d electric service will be adopted. This 
charge is supported by tne staff study of the associated costs. 

Our nonlifelin~ gas rates will adopt the staff's 
recommendation for gas rates. The staff recommendation to establish 
an equal tail block rate for all zone areas for commercial and 
industrial general service tariffs will simplify blocking. A 
customer charge will replace the existing minimum charge for these 
customers. Domestic usage above lifeline quantities should be 
priced at an equal tail-block rate. 
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F. Master Meter Customers 
Western Mobile Home Association (Western) presented 

evidence in support of its request for a further percentage reduction 
in proposed multiplier schedules on submetered gas and electricity 
service. The schedule involves the problem of providing lifeline 
rates to domestic customers served through a master meter. OUr 

Decision No. 85626 dated March ~01 ~~72 ~Ouabl15hgd t~ dir~e~ent 
~~t~s ~C~ master meters serving P~E domestic usersw The PC&E 
mult~p~~er 5chedu~e5 generally provided that the commodity rate 
to the master meter customer who does not submeter will be the 

mult~ple or the therms in all blocks and the number of residential 
units. ~~ster metered customers who were suometered were granted 

an additional ten percent discount on the lifeline blocks. 
Our Decision No. 86087 dated July 13, 1976 established 

4It lifeline allowances for master metered domestic users. The decision 
provided for a master meter rate based on the domestic schedule 
blocks times the number of domestic units served. Submetered 
systems received an additional ten percent discount for lifeline 
blocks. As Western points out, the California Public Utilities 
Code, Section 739.5, provides that a master meter customer 
providing submeter service shall charge each user the applicable 
gas or electric utility rate. The statute further provides that 
the utility rate established for master meter service must be at a 
level to cover the reasonable average cost~ to provide submeter 
service provided such costs not exceed the average cost the utility 
would have incurred to provide comparable service beyond the master 
meter. The Legislature found that the maintenance of such 
diffe~tial will benefit tenants of mobile home parks by enabling 
them to have the full benefit of ·'lifeline rates". 
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Western argues that it has established, on our record, the 
differential necessary to cover the costs to provide submeter 
service. Specifically, Western claims its evidence supports 
percent4ge differentials of ~pproximately 45 percent for electric 
service and approximately IS to 30 percent for gas service. 

The evidence presented by Western does not support the 
clatmed differentials; The evidence is that 667 mobile home parks 
exist in the SDG&E service area. One-half of the total trailer lots 
(not parks) existed prior to 1960. vlestern' s comparisons of the 
differentials under various assumptions are based on a statewide 
sample of parks. The data presented to support requested increases 
in the percentage differential are not based on average costs for 
parl<s in the SDG&E service area. Western relies on sta'te~ide 
samples and relatively recent vintage parks. None of the parks used 
in the electric cost computation are pre-l970 and only one in the 

.gas cost computation is pre-l970. The groups do not purport to be 
representative samples of parks in SDG&E r s :::ervice territory. 

We cannot establish ~erage costs without data applicable 
to SDG&E's service area. The high percent~ge discounts requested 
by Western appear unrelated to the differentials available in recent 
years before lifeline rates commenced. Moreover, the cost evidence 
of Western appears l~ited to the most recent construction costs. 

Certain of tvestern's requests are v~lid. The tariffs 
should provide a multiplier rate for the master meter customer who 
submeters to domestic users. In addition, the rates should provide 
a ten percent discount to such mcster meter customer. This 
differential is in recognition of the necessity of covering the 
costs of submetered service so that tenants can obtain the benefit 
of lifeline rates. Based on our record, it is possible that this 
discount may provide a greater differential than has been experienced 
in the past by some park o~ators. This rate should not be 
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established until we have average cost data for SDG&E·s service 
area as well as evidence of SDC&E·s average cost to provide such 
service. 

The further request of Western that SDG&E be required to 
provide metered service to mobile home parks in the fUture will be 
granted. The tariff will provide that in the event SDG&E is unable 
to serve new parks within a reasonable amount of time the utility 
will reimburse the park owner the reasonable construction costs of 
a system which meets SDG&E's utility construction specifications, 
including a provision that all units should be submetered. The 
utility shall have a duty to advise a park owner of its proposed 
construction and service schedule after it receives a request for 
new service. 

VIII. Revenue Reguirements 

The City urges that the revenue requirements of SDG&E 
should be determined by projected revenues and expenses based on 
recent recorded results. We cannot assume that the most recent 
recorded 12 months experience, obtained from the latest available 
monthly report, will produce more accurate estimates than our 
adopted results. The staff has not restricted its estimates to 
the most recent 12 ~onth~recorded data but has examined the 
accounts over a period of years to obtain adjusted and trended 
estimates. v~ere our adopted estimates vary from the staff's we 
have set forth the reasons for our adopted results in detail. 

The gross revenue increase required to produce a 9.50 
percent rate of return for each department is derived frem our 
adopted results of operations. The net revenue is increased for 
tax requirements, franchise fees, and uncollectible expense. The 
electric department revenue increase is $9,410,000 and the steam 
department is $27,700. There is no gas rate increase. 
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The rate increase for certain electric department 
'Customers will be affected by the new ECAC rates which result i~ 
revenue decreases of $2,052,500. 
Find:Lpgs 

1. SDG&E by Applications Nos. 55627, 55628, and S5629 requests 
authority to increase its base rates and charges in the annual 
amount of $49,400,000 (18.4 percent). SDG&E's request is based ou 
a 1976 test year. 

2. Decision No. 85018 dated October 15, 1975 grantedSDG&E 
interim,rate relief of $27.2 million designed to maintain a 
12.38 percent return on equity. 

3. Decision No. 85291 dated December 30, 1975 in Application 
No. 56049 filed November 6, 1975 granted SDG&E an increase in its 
fuel clause factor subject to refund to ~he extent fuel clause 
4eVenues exceeded increased fossil fuel expense. The estimated 
annual revenue increase W&S $20,501,600. 

4. A reasonable rate of retcrn to b~ ~~p11ed to SDG&E's 
jurisdictional rate base for the test yecr 1976 is 9.50 percent. 

S. For the test year 1976 ~ reasonable estfmate of SDG&E's 
electric department operations are the adopted estimates set forth 
in Table 2. The revenues and expenses set forth in Table 2 exclude 
the revenues and expenses from the energy cost adjustment tari£f. 
The estimates also exclude past overcollections under the fuel 
clause rate adjustment tariff which will be refunded. 

6. For the test year 1976 a reasonable estimate of SDG&E's 
gas department operations are the adopted esticates set forth in 
Table 3. Table 3 estimated revenues and expenses exclude GEDA and 
purchased gas adjustment (PGA) changes after October 15, 1975. 

7. Based upon adopted estimates, the basic electric rates 
should be increased to produce an estimated annual ~evenue increase 
of $9,410,000. The increase by class of customers is shown in 
Appendix E. 
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s. Based on the adopted estimates, gas department rates 
shou:d not be increased. 

9. Based on our adopted estimates for the steam department 
(Table 4), steam department rates should be increased to produce 
an estimated $27,700 (3.3 percent). 

10. ECAC rates should be established concurrently with the 
basic electric department rates authorized by this decision. The 
12-months' period for initial ECAC rates is the test year 1976. The 
BCAC balancing account is based on recorded data commeneL~g 
September 1, 1976. The initial ECAC rate is 2.402 cents per 
kilowatt-hour. Appendix B is adopted as our £inding on the proper 
ECAC calculation based on recorded 1976 experience. 

11. The overcollections resulting frcm fuel clause adjustment 
rates are the excess of revenues over related expe~s of 
August 31, 1976 (when our EeAC balance accounting ). Such e overccllections with related interest to rt'JaY 1, 1977 should be 
accounted for in the EeAC accou.~t. 

12. The deferred revenue collected by the gas depart~ent 
from the electric depa~ent o~ interaepartmenta1 gas sales should 
be credited to the gas department. 

13. Interest-bearing CWIP is excluded from rate base. Plant 
under construction is included in rate base when construction is 
complete and the plant is used to serve future utility customers. 
There is no necessity to change this treatment of CWIP at this time. 

14. The adopted electric department estimates authorize 
amortization of costs associated with the Kaiparowits power project. 
These costs are allowed on the specific condition that SDG&E agree 
that should coal or coal rights held by its subsidiary NARCO be sold 
or otherwise disposed of at a profit, such profits will be refunded 
to the ratepayers. The Commission shall receive acceptance of this 
c~ndition in writing within 15 days of the effective date of this 
decision. The proper treatment of Kaiparo~t$ coal project costs 
shall be considered in our Case No. 10056. 
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15. SDG&E should proviJe an accounting of Kaiparowits costs 
as reco~mended by the staff (Exhiblt 195) to the Commission in 
writing within 30 days of the effective date of this decision. 

16. SDG&E should revise its tariff provisions to provide 
uniform electric lifeline rates to all domestic customers, including 
nonlifeline rates and blocks. The present domestic rate schedules 
are inconSistent with uniform rates to all lifeline customers. 
Density zone rates will be replaced by a single zone rate. A single 
rate zone for all customers in the same class is consistent with 
rates designed to encourage all customers to conserve energy. 

17. ~~ster meter customers who provide service to domestic 
end-users of gas and electricity should receive the benefit of 
lifeline rates. The master meter customer should be offered a rate 
based on the lifeline rates and the number of domestic end-users 
times the quantity in the applicable lifeline blocks. 

tt 1$. Master meter customers who provide submetered service to 
domestic end-users of gas and electricity should be offered a 
multiplier rate as described in Finding 17. In addition, such 
master meter customer should receive a ten percent discount on all 
lifeline commodity rates to provide a differential to cover the 
costs of providing submeter service. 

19. SDG&E should install and provide utility service on an 
individual meter basis to lots on new mobile home parks. If SDG&E 
is unable to construct necessary facilities to serve new parks 
within a reasonable time after receiving written request for such 
service, SDG&E should reimburse the park owner for reasonable costs 
incurred to construct the system required to provide utility 
service, provided that ~~dividual meters are installed. Such 
reimbursement should not exceed the costs SDG&E would have incurred 
had the utility performed such work. 
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Conclusion 

The three applications should be granted to the extent 
set forth in the following order and the applications are in all 
other respects denied. 

o R D E R - - - --
IT IS ORDERED that: 

1. San Diego Gas & Electric Company (SDG&E) is authorized 
to file with thiS Coumission after the effective date of this 
order, in conformity with the provisions of General Order No. 
96-Series, revised tariff schedules with rates, cha:ges, and 
conditions modified as set forth in Appendix C (electric), and 
Appendix D (steam), each of which is attached to this order, a.~d 

on not less than five days· notice to the Commission and to the 
public, to make such revised tariffs effective five days after 
filing. 

2. Coocurrently with any rates established under Ordering 
Paragraph 1, present fuel clause adjustment rates shall be 
superseded by the Energy Cost Adjustment Clause rate set forth 
in Appendix B attached to this order. 
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./ 
3. SDG&E shall file the reports required by our Findings 

14 and 15. 1~~.hIL+<-
Because of the *mmeid~t~ need for rate relief the 

effective date of this order is the date hereof. 

Dated at _..wSal.ru, ..... b ........ n_dIO¥MOIU-_~' California, this 
d ~ • JULY ay 0 ... _______ aJ' 1977. 

.. 



A.55G21, et al. RF/ddb 

APPEl\'TJ)IX A 

List of Appearances 

Applicant: Chickering & Gregory, by Sherman Chickering, C. Hayden 
Ames, and All~n Thompson, Attorneys ~t Law; Gordon" Pearce, 
AttOrney at Law, and John H. toloy. 

Protestants: Robert s. Giov~nnucci, for Real Estate Servicing 
Company; Zoe v]einberp, (in lieu of Elaine Liebbrandt) and 
Arthur Deutsch, for the Gray Panthers; Fritioh Thegeson, for 
'San Diego Energy CO.:llition; !-!adclinc Marini, foronslJIIler Power 
3nd San Diego Energy Coalition; and jack t4alsh, Attorney at Law 
for h1mself. T. , 

Int:crest:ed Parties: Rc-nnld, L. Johnson 3.nd. WJ.llia:n S. Sha.ffran, Deputy 
City Attorneys, and M. W.' Ed~jards, Utility Rate Consultant, for 
the City of San Diego; 6r~ham 61 James, by Boris H. Lakusta and 
DAvid .]. Ma::-chant:, Attorneys at L:J,.w) for western NoSilehome 
Association; Cl~y$on, Rothrock & Mann, by Georg~ G. Grover, 
Attot'n~y ~t La't~, for V~lley Cel.'7:ter Nunic:l.pal ~IOltcr DJ.st:::lct; 
Fallbrook Public Utilities Dist.rict; Rainbo~o1 Hunicipal 'Water 
District; Vista Irrigation District; RmnotUl Municipal Hater 
District; Yuima Munici!,o.l l'later District; Poway Municipal Wat~r 
District; Olivenhain Municipal District; and Rinco~ Del Diablo 
Munic ipal vI ater Dis t.r ic t; Hi 11 i~ H. Edwards" Attorney at Law, for 
the California Farm Bureau-Pederation; Dennis B. Kavanagh" 
Attorney at L.:lw, for Golden State Mobilehome Owners League; 
Robert T. Kyle, for Bernardo Home Owners Corp.; Fritjoh Thygeson, 
for San Diego Energy Co..:tlition; Charles J. l-laclcrcs, tor the 
Department of Defense end other Executive Agencies of the 
United States GoverDment; Nark B. v]. Nurray, for Southern 
California Edison Company; Frank J. Dorsev, for The Consumer 
Interest of the Executive Agencies ot the United St.ates; 
Elroy F. Wiehl, for the City of Escondido; Debra A. Greenfield, 
tor the City of Vista; Nadeli:lc Marini, for Consumer Power ana 
San Diego Energy Coalition; Herbert: B7 Shore and Francis Haleern, 
for SQn Diego Energy Coalition ana New American Movement; 
J3mes J~cobson, for Solar Advocates of San Diego; and Clem 
J. Nevitt, tor himself and other retired employees. ----

Commission Staff: vlalter H. I<essenick z Jr., Attorney at Law, 
Jack Gibbons, B. A. Davis" and john b. Reader. 
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mEr-mIX B 
Page 1 or 3 

RATES - S~~ DIEGO GAS & ELECTRIC CtJIiPA:Nf., m:.ECTRIC DEPAR1MF,l."'l' 

E.N:ERGY COST AllJU~'T CI.A.USE 

DEVElOPMEl-."T OF ECAC ADJUSTMENT RATE 

tf-L(wbr Ra.te Per 
Sale M$ Kwhr Slue 

OFFSET RATE 

1 C\Jrrent Cost of Fuel &. . 
Purchased Energr &. Tow Sale 8,490 191,828.7 

2 Less Adjusted for Resale 50·3 1,136•0 

3 Net Current Cost of Fuel 
Purchased Enerrg 8,439.72 190,692.7 

Less Adjusted for Lifeline Sale 

4 Schedules W.DM 1,€31.66 38,061.9 2.078lt 

5 Schedule D 21·37 399.6 1.S7O¢ 

6 Subtotal 1,853.03 33,461.5 

7 Adjusted for Franchise 
&. Uncollectible 1,853.03 38,080.7 

S Total Sale Subject to orr~et Rate 6,586.69 152,612.0 2·317¢ 

9 Ad.justed tor Fra.."i.chl.Ze 
&. Uncollectible 2.340¢ 

:aAl..ANCING RATE 

10 Balaxlce o! Ener8,Y Cost Adjustment 
Account (Balancing Account) 3.S ot 
December 31, 1976 4,I)l3·0 

11 Record PeriOd. Sales Applicable to 
Non-LUeline ECA.C Adjustment '&ate 6,586.69 

12 Bala.."lcing Rate 0.06l¢ 

13 Balancing Rate AdiU~ted for Franchise 
&. Uncollectible L.l2xl.01) O.062¢ 

l4 Adjustment. Rate (:r..9+I..13) 
AppJ.).ca'ble t.o Non-Lifeline SaJ.es 2.402¢ 

15 AdjU.'5tment Rate Applic.able to Liteline 
Sales (.00405 .... o1673)¢ 2.0781t 



AWDDIX :s 
Page 2 or 3 

RATES - SAN DIEGO GAS &. ELECTRIC COMPANY, EIECTRIC mPA:RTMEl'f.r 

ENERGY COST ADJtS~ CIAUSE 

DEVEUlPMEl'lr OF CURRENT COS'1' O~ FOEL .urn PURCHASED POWER 
J3ASEI) ON YEAR EJiDI5G DECEMBER 3l, 1976 RECORDED PERIOD 

. . : :kt System:l"'ael h:r'n: CUrrent : 
: I.1ne: : Input.: : lJn1t Prices : Coat : 
:_~~.:~ ____ ~I~~~------~:~~~W;M~:~~~~u~:~E~l~~~~~:~¢/~~~~ __ ~: __ ~M$~_: 

1 Purcbe.aed "E:DIt:rgf 

2 I'llClear GeDere.tion 

3 :rossn Fuel 
. 4. Natural. G&s 

5 Diesel Oil 

6 Residual Oil 

7 Subtotal Fossil Fuel 

8 Total 

9 Less:sue"'E'Mlrgy Cost 

10 Less Revenue troll ~ 

:U' AlDOUJXt or CU:Te:at Coot or 
!'u!1 and Parebaaed EDergy 
Abo'f'e or l3elov Baee Cost 
aDd 1M( ReTell'UeS 
(LiDe 8 ... tiDe 9 - Line 10) 

12~748.5 

2,366.1 

63,602.2 
7,505.88 78,716.8 
9,467.46 

]} Schedule G54. R&te ef'!ect1Ye l-7-TI .. 

Y Decenbe:r 31, 1976, inventory price. 

ll,7797.6 
0.26194 l7283.l 

24 .. 469.5' 
5,809.2 

148,956·9 
l79,235.6 
192,316 .. 3 

487 .. 6 

191,828 .. 0; 
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APPENDIX B 
Pag~ 3 of 3 

RATES - SA.~ DIEGO GAS &: ELECTRIC CCMPANY, E:.ECTRIC DEP~ 

ENERGY COST A.DJUS'lME:NT CLAUSE 

Revise the Preljmjnery St~tement to incorpornte change o~tlined 
in the body or this dccicion. Follo...r...ng a.re the major ares.s where the 
revision or addition i= needed. 

(1) Zero b~e rntes and related references~ 
(2) Revision dates. 
(3) Offset rate. 
(4) Fuel collection ba.la.nce adjustment. 
(5) Residual oil sa..i.e ac.justnent. 
(6) Footnotes. 
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Appendices C and E 

San Diego Ga.s &: Electric Company is authorized to rile, on an interim 
basis, the following increases in rate ~hedules: 

Customer Class 

Domestic 

DR, OM, DS, 1 to 4 

General Service. RegulBr 

A-l,2,3,4, H, AME-2 

General Service! large 

A-5, A-6 

General Power 

P, POO, PM:: 

Agrieultt:ral Power 

PA 

Outdoor Lighting 

OL-l, O~-1ER, IMI., 
OL-le, OL-MEX: 

Street Lightirlg 

IS-l,2,) &: 4 

lIdscellaneou:s 

Total Ave-:age 

% 
Increase 

O.l07¢/loIhr above lifeline 

9.5~ 

6·114 

B.y subsequent order the Commission will implement the rate design provisiOns of 
this order, including consolidation of ra~e zones. 
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'RA".tZS _ SAN DIEGO CAS & EILC'IRIC CCMPAN"! 
Steam De~r~nt 

Applicant's r~tes, eharge=,and conditions are cbnuged to the level or 
extent set forth in th1t appendix. 

CENERA!. S!EA.'1 SER.VICe: (SCREDrJ:.E l~. 

btes 

Custotner ChBrge 
Commo01ty Cb~rge: !':.onthly cOll:o.:~t1on .in pounds: 

FiX'st 100.000 lb., per 1.000 lb. 

Next 100,000 lb •• per 1,000 lb. 

Next: 100,000 lb., per 1,000 lb. 

All excess. -per l~COO lb. 

Customer C~rge· 
Co=od1.ty Charse: ~tonthly consU::%ption in pounds: 

First 100.000 lb., per 1.000 lb. 
Next 100.000 lb., per 1.000 lb. 

Next 100,000 lb •• per 1.000 lb. 

All excess, per 1,000 lb. 

Per Meter 
Per :1onth 
Ba.t>e Rates 

$ 6.71 

2.8436 

2.7094 

2.5753 

2.399$ 

~e:: Meter 
~er Month 
:Base R.a'US 

$ 6.7$ 

2.8720 

2.7365 

2.6011 
2.4238 


