5Dec sion No. 13§E2§ZZ_APR 11197 ~'w‘~ ~‘¥” | ’
| BEFORB TEE PUELIC UTILITIES, ccm:rssxov\r oF. T sm‘rz"'ér"‘cm omm

In. the,whtver ofﬂthe Applzcatmonrof g,,"; w-ggg' :
iﬁhlo)IEGO Ggi . bgtzgggx ghggmmomr ) R A}?pln.catzon::No‘.vdsl 627 fot RN

famong gs 'leed Appml 16~ 19759-‘f,w
increase; ivs rates:and: charges.for £k, U A A
elect*;c servmce- : , :

4‘\ \.--n »*;.Av ;',

e -~
”
i

In the Matter of the Appl;catlon of
SAN-DIEGO-GAS &“ELECTRIC’ COMPANY‘for“
‘;auvhorzty, amongwothe* thzngs,uto
Cincrease its rates and charges fb* B
'“gas» ervzce;v AUV QLG IROT G

bl

i L VOm BT,
.y Appllcatlén ‘No.. 55628 "
"F(F led‘Aprll ‘16,1

Y Ja»w vy eyt '
(v"-.l.& k Ju»\.v

v

o . = o
R A
s S ; .
- LT N E .
‘. .y i ) c- it
R i .

- ',u‘,en-,.m-

{

\'/

"?In“*He Mhtter ofmﬁhe Applﬁcation'of
SAN DIEGO GAS & ELECTRIC COMPANY: for
auvao*zcy, among‘other thlngs, Lo

- inerease-its ratqs and‘charges for
~Steam,, wemce.w sl ”M e

i, , kbt
]M\

. AppJ::.catn.onf~
'ﬁ::“(Fxled Apr;lw16

*
; [
- i F o=
: H

&

: e e Baaan L
N e - ”.' » e

=y w 'w\“ .-"anwm . M N d-‘-,huw, oA

SR

Ch;ckermng 3 Gregory, by & Hayden ings. andh s
SRlYan JUVC Thompson.;Antorneys AT Law, Cands
Jomn~He Woys.fox San- DmegouGas &gElect:icg;gh
Company, applicant. o o

- Jon ‘W, “Witt, City* kttorney, By WYL am«S:*“_EJWVE*’*'
Shaffran, Deputy City Attorney, for the - '

ity of San Diego; Etta Gail. HorbachAand .
Charles J. Mackres,- Attorneys_aszaW;4£&r‘”
.. the -Department -of -Defense, ton behalf-of the
consumer interests of all Federal Executive’ o
- Agencies; Allen .B. Wamer;” Atto*ney**a‘c%aww
. -for University oi calitorniaj-Glen" e i
Sullivan, Attorney at Law, for Calirornia
Tarn Burean’ ‘Federationy David ‘X -Durkinm ¢
-, and -Erie ‘Stern,. .for California: Publlc“,;
terest Research Group of San Diego
County; George Gilmour and ‘Jonathas Blees,
'“““fTT““T*'“““*“by Cymthia Melendys for the Califordid
: 7+ 7. Energy -Resources-conservation: and‘Development A
Commission; and Morrison & Foerster,. by ..
F. Bruce Dodge, Attorney at Law, Lor. Kerth.,
Fezbusch Assoczates,Englneer 1ntere ced

Rnfu Je Thayg; and Walte.‘?. Kesoenlck,, R
orneys as. Law, fo* the‘Commlsuxon St aff."




.Q.g.l ‘ E._ f; e

-Am:_&a..aa i oz

AT oo *\1 'm -, -\:v o ey Nr;{'w‘r
[ersion ey

" Decision Nb; 87699 daﬁed JﬁlY 15, 1977 mn “these pfbceedlng;i;*ff“ 
au “orzzed San Diego Gas & ElectrchCOmpanym(SDG&E) toulncreasedmns~43+

o ol
[RELIS gty :v' \M Vw’u-; u. ‘\d,.

elettric. andNSCeam rates by %9, L*O 000" and $27,7004annuallyrup ~34~

l‘\.'..,.J K9

“eepectzvely.l_ Thdt deczszon found,»among*othe thlngs,uthaxvaﬂ?f“% 
AT U LML

reagonable rate of revurn to. be’ applied %o SDG&E'° Jurlsdlctlonél§ »f .
te base for the test year 1976 waw 9.50 percent. That, rateﬂof return

, : ’ o
b IV CA TN o f o AR ’u mw .81

appears to provmde gssumed earnlngs on:: - commony; equmpywOﬁ“} Ory pe“ﬂentﬁ‘ .
7 UiThanidecisionestabli shed agratw‘for 1nterdeparqmegta%?§aﬁes pff”

gas .o the electrmc departmcnt on the approxlmate level;‘f‘SDG&Et
o*l‘cost,

N. ure of Proceeding.

,out hhan construogxonexncndx

thav it was ausumed that flngnczal problems smmzlar po those outlinedf ff ]"ﬁ

v .»-..,y*\n

Sherein would need o-be%faéed e thejﬁuture, andrthat al ernatives"

ther than those- specxflcally consmdered'fn uhQ’déClSlon must beipufsued,ﬁfﬂ 

o, . M.,rv.-v”.
WM

including alternative f;nancxngraleasang,”and@employee wtoékw
p‘ans. ",'!_-"::? ) kv, "_‘:‘. v S .

M"‘j .o
Owae* Reoneuzng'Proceedinr*j**"“*

[P +

w~Decmumon Nb. 88101‘&ateq Nbvcmber~8 1977“reopened the

\‘v. : “w .”"-:V'x .m( #le‘

. proceeding’ uo~cons.dew-SDG&E s Zlldgations shat, ghe; rate, xncrcascs 7F';
grau:cd by Decxs;pu;go. 87639 wouxd ;n -the™ 1mmcdx~te future,

'-utu - * Lo v f \,-w ~-'\

Ah'
t'./

u.a\ \d \/nu.uld

p*ove o e znadequate zo\maznvamnw*n&erestr overage at a Uevel wh;ch

Pyt

pe“ﬂlt the- company ﬁo 1vsue bondgwlnw1978agq meet 1t°‘cur*ent

. —Ju g

-1/ No .:':..




) A.55627 et al. le

' nancn.al needs. ‘
] A - Toy 1y "

t0 review SDGEE" s present and~ proposed construct n‘ ‘ud
requirements’ and’ result:mg revezme requirement,

v ;""‘- - w-’w m‘

analyze the “eIa‘o::onshxp between gas supply forecasts‘ ana s'éles.“,
TR AR NN "‘"‘a)\v ’,L ; TV
< QLI No.® i ‘e ':.nvesti‘gatn.on ;nt “the" fut.ure resource plans

e I

of SDG&E, was issued concurrently with' the o‘rder reopening Appln. éét“:.dfzs

Nos. 55627-et:al. s OII No- 4 was he:ard on ‘o common reco;d"‘mth th

. ¢ e (‘r el
MR Te Y P ARp

x-eopened appl::.ca zion’ proceedn.n&- IS SRTARS BT L .
- PRblie hearing 157 The” consol:.dated oroceed:._ngus

LI o

vefore Administrative Law Judge Mallory‘ in* San® “D:.ego”

R oy

26, ands 27, Febmary 15, 16 and ze,.and March 1,’:'«,

closn.ng statements "of pos:.tion on* March 13““197'8' |
statements- weré” £iled” by SDG&E, the” “city of_ ‘Sen D:z.eg

e e e

U.S. Depaztiént’ o;“Gcneral Serv:xces (Ge'ﬁeralu Servzc‘e‘s'r

Commiss$ion-staffi® OIT” 1\.0 L was "temporara.ly‘removedf'
pl:.cant's Propssals - s i '
SDG&E aslcs that the” Comm:.ssn.on autho
sufficient to p*ov:.de ‘Ehe® de‘bent.ure Cure”
permit the issuance’of’ add:.tn.onal :x.ndebtedness on” Octopez;.sl, AITE-

 SDGSE urges-that" "i‘urcher fmmediate’ rehei‘l:,.s req quired because .

LY e T At =y

he relief a.fforded in Decn.s:.on No-, 87639 :x.s"n.*nadequate*to"suppert"t‘he

it Cyme T 1.,.-];‘1\{

1978 f::nanc:z.ng requirements of *che companfr' ~m thet its- present ,earn:.ngs L B

PRI w'-n( e, %M‘ Lars e uln,. e w} ‘V\.»

are and will be insufi‘:. cment. £0™ prov:x.cre “':.he :x.nterest covezjagé",le‘gal;.y

RN .

*-equn.red before rc may issue addn.t::.onal bond:s ; rth SSex
that - mle :s those coverages are restored ‘by Oet.o‘bex“ gy 19781” £ owill

'w* "{ ‘\ " ':.)Cu i

float. the nexb

, it “" "“.“v “'f"'\, 4
plamzed Bord 1:.ssue, and would not ea:m the I3 percent‘ Tetlrn on

. ol .‘_v.ﬁr»‘-’:}'xu(‘ ‘-w L .

. equity-assertedly’ authorized’ in the ’.I.ast generalf : rate) ,pqgeeedxng.

SDGEE"s ‘Separate’ request for a general rate 'bpro ceeding
_accepted“ for' f:.l:z:ng--on Ma.rch _8. 1973 e -~




A- 55627 et.al. o lc *....__‘, _{.‘

?v:dence Adduced . C Ea s g
SDG&E and the .Comms :z.on sta.ff pre en:t:ed~ ,cst:tma:oed;

Pl s A A

of’ operat ‘ons i‘or e. 1978 test year on an,”! a.s’expected,,, basa.s..;mS:DG&E :

W Tit ma e L

also pre...en ed results o*‘ operat,:.ons .fo:; ,3.97

T SN

for the f:.rst ll months and est.:z.mated @ata for‘~ De cember,\{and fe stn.ma-ted‘ g

o

ke [P e

ults of operata.ons for A, 1979 resy, year.,w,,

v yes
e d e ate .mw [ -& D

SDG&E a.nd the Comlss;om scaf*"‘ presen:ce& data

---lv'-von.ﬁ"‘# oAt

SDGE"S curremt construction expenditures. A consyltmg firm and

N o

SDGEE offered eva.;.ua.t;ons of. proposed resource pls.ns,‘ ,cover:mg 'the L

WED e b ain -'

tens yea.r oer:..ocL 1977 througb, 1985 ot

) e ph N, .,
b W PN R - B 0 -

mnuul"‘

o A
gy .

SDG&E p esented analyses desa.gned ‘co show a.ndentui'e de'oentu:r-ef

e L ,oi .AJ ESRP LY

‘_cove'*ages “or 1978 and 1979 under .present, and proposed ra:&es: ,'

nwv». e N

mlar a..alysms by a staff f:.nancial exam:.ner was pre, em:e

T TN T L R SR I A Y

Inasmucb. a.s it 'appeared tb.a Jgeater,,oha.n e:cpec:b

W] . u \,l .o-~r “, o

depar'cmentol ..a...es of natural gas for boile:; foel resulted,..n‘.

¢‘n.t\,..\. ,-\.‘«s.pb.\v

than est:.mateq earnn.ngs in 1977, eva.dence Was' adduce concemng t.he '

. e
-.‘-c‘.«- ey -AJ.. YA A ST e eyt i - -:.w\. I\.

expected anounts of gas évé:x.a.able to SDG&E *‘Or boiler fuel: 78.
*oab:.l z:z.n& the earnn.ngs f*omznterdepartmental

\-‘u,-\ Ni e b '_h«.\.-m et Bl

. SDG&E ‘and the, sta:.t,!p Zoposed.. Toadking™ plans

Ve Y AR RSN ...‘A-v‘

aff pv-oi:ﬁ.»osed‘ ‘soec:.'.;...c *ates o :z.mplemen‘c :Lts Nbanking,,plan

J N LTR S ST v »J ke e 2 A e 4-~'w‘

and“ General Serv:z.ces oopose t‘-xe s \a.fﬁ's Jbanking. pl

\\(‘ _.-"v: ‘._J_‘ ) W.A,,,_‘\. ¥ vn»-..‘-.
Proposed. Ce l:mg; on Ear’n. ‘

N [N R

e e 4*n-‘\."’ )
ST P WNPRP VR ) TG

... SDaZ’s president ﬂpréposéd' in, 'Embm 2o3_,r.zm '“tc; protec't.

o -‘u\, A e A W v!‘-u. wl-uw;

suol:.c_agams‘o unom:* clpl‘ited ‘*..gher oarnmgs%ohan com:emplated under :the o

S \;aJ RVl e -

sougas mc-ease 'that a ceil:.ng be placed on earnings

o-ooose& ﬁﬁﬁéi rate ::el:z;ei‘ yapted here:m e subject
o -,n\-x.w\a' fuwru...‘-n '--«-\)“ "'; R
that should SDG&E ea:-n a retu*n on. tota.g equx.:c. g

‘\.».;\J*- '»,...»r

available ; for common snock d..:vided by vhe _average f.commcaa.ﬁw. : N
exceec‘....m: »-3 percen.. dur..ng j:he Pe Od‘ Jbe.,weenau__ g:an::.n&, £,ratewreln.ef :




< _A.55627 et al.’ Altt.-;VLS-fjm\ A

Iy should be po:.m:ed out that return on total equn.ty as‘ o
used above is determined in a different manner than the estimated. . .
return on equity used in the staff rate—mbf-retum exha.b:.t :.ntroduced
in the initial phase of this proceed:mg and adopted n.n Decisa.on '
. 87639. -
13 percent is equ:.valen‘o t.o .a,, rgturn ,91'{ equ:x.t
of 14 percent. . SRR VT
Current Construction Expe*xdxtures : o S
e ..,MSDG&E-servesﬁone ofmthe-*-fastest groﬁﬁé‘ areas ::.n Caln.fomn.a. L

In orde* to meet. n.ts customers' needs for electrn.c:.ty :Lt has h.ad to

o bt

and da.sv;r:.but:.on fac:.l:z.t:.e L . o s SO
R Endence was presented by SDG&E concerm.ng, D.tv progec'ced cash

Dol -

| construct.:.on expenditﬁres for the neaxh-term (1978-1981) in Exhid
and- 220."\_ ,‘l’he anaual torals approx:.mate - the mannual‘ fn.nanc:.ngmequiremen;

T Ve AR 2 o

for the’ years showa. In each year some of the fn.n;smcing w:z.ll ‘be*»"generatedj_.‘fv‘_ B
temally, and the balance will be i‘manced. by the', - ;sale’ o; 'd‘eb ;

Y
y
[ Nt 1D . R T A - 7,,,_.,,“_ K

ommion and ‘preferred stock. The. major,electric generaﬁion fac:.ln.t:.es-

v, - BRSO AT

on which expend:.tures az:é plann.ed in t.he 197.8-.'1.981 period a.re thef_ e

AV E

complet:.on of Units 2 a.nd 3 of the Sam Onofrennuclear' power plan,g;

statutes which ' prevent nuclear plant construct:.on unt:il :Lt ‘fh'as}‘ "éemed
that adequate programs ex:z.st for d£sposa1 of spem; nuclear fuel.

2/ San Onofre is jointly owned by SDGEE and Southern California .
Edison Company- Sundesert would be’ go:.ntly owned' by SDGEE, -

Los Angeles Department of . Water & Power, and certain Small crcies_
in sou'chern Caln.fornia.f : ' :




o

&555'27 ’c_t al.

T

gy
R

\'A RO

1977-1981 PROJECTED casE chSarchON'ExPEND:TURES

1

e m‘,

,‘/*

(e

"N v’"m -
w e

e

m,,;ﬂ‘ . :’v“

e e e

“

e
1 . wn

v ey
BT (.,‘

(M:.llions oi‘ Dollar-)

. "'\Gﬂ‘r

W

oo
e ,\.A

’ ':"\'l”v
-

Ty x',-“ iy f
PR 3,‘.' LT
RV
u‘ ‘,,,.,\‘ T ,‘ﬁ,, poa "N‘
- PR

Vo
Y
.«m-'m i

~~-

oy ’\4\ o \u‘- u,
e

70 i

o

.
I

R

A . LN

EER R -i-‘ .J. S,
: o

w27

r,-v~+-; .
b A \l.

- wa...,
'

i ot T

o
\'"JAL \.A' -A.J,‘(.‘

\“

LR

)

R

3an Onofre 2:&-371s
Sacina 5
Sundesert.

"lepowe.. -Silver- Gate ﬂ2

et = N
et by

SN -ﬂ'ir -,
LR u}u b..h,
. R * ‘ " b Ay
¢y T

dork o g

"a2.g”

v “‘.r”"‘i

4 ‘;..4’. 73.,.

o

e 25-,

P el

'"75.8”

(l By (0:8)

s VTl Va1
),fh'lv N mw‘u..r A.Uﬂfnn..\

:A;Q.‘$‘

S5

-\14 ,?'u
a4t X

Lol
Rl bty

g

i3 "'(,')N

':},

.,ub ..ota... Wornhojects

. 16. 5..,“,

e, Led

A e l
o .../J - .55 0,.4. o

Diotribution:

AR

RN

RAPES &

152 Oa.ur»\ 53

o J’ .,‘

~ v

’l.n..)w Sk

Y - P

S

‘)’l

8.2
\"6./“ R 9

" Iy b ,--v pive

,,: R ™ ‘\. [l "
2316“ ‘

el f‘\ ~

27 e ie-r.
7.m. «.\ » :2.:.:“-'.

Jas,. Steam & Commo:’: ~

Total Cash Con.stmcticd\,
Expenditures,

o oak, T

. wh

~ Ay e

g e e D
FOLEIINYY

et it et Tt

W

Ao

-
w“

Tyrs
1

i .,:‘,“.,.
e e

e oy

L
. PRI ‘h—".“v

) et il ams
e

N '\202-1 ok *00-0 MR

'}'\Z Lty

. -
Sy
et

707 285.5 ‘

r\,»/w}

e u-n\f

.
-

e

b !
I S A

P .

v, fao?

M

kA2 A e e

) .
. .
("ﬁ

T N A

o

IR A

‘Q 3‘

of. -

i

SN,
‘h' 2 ettt
; "

o

W

o
Ml

”

Wy
. Y

. e N
e LS N »,un-' R u.r(

‘l"’\

., ~“MJ>-' V‘

.~

[
Forp s

P
--‘- et ot b
PR A A

e e \w*AA

B

~

Pt sy s T
T

R «.4 'u IR TR

e

ey
A --“~“ at ....Q

: \..n .

o '“o\

" o -

o .' LT
.n.L'\m. !

Nr«,wr,ﬂ
‘-.wo' S

fy

ey, )
"H/..r

- m«\v e
wd

‘
o

4 Al
PR
J~..-...,‘-<'

A-.-u
o

oL}

O
QUi CM '-3"‘ “‘-“.t g

o
-

(‘ .
Qlfw‘v‘

e,
Wk

- 4' ~

~p 5
Py

.
. -~ '

ey v A
- e kg

..u-
e
¥ AUk ,u(d

A N
f«:‘.’}.r\f;vv
LA e AR
oty 5o ey Y
it
A )
ow ! o/
»‘A ~"" 'v \Jn‘ w St o w’ '\.w.
e 1

. ~ ~y -
AR .

* u\) M ’-J




".55627- et al. lc'

A Commmss >taff engzneer evaluated SDG&E."

A . P

_construcimon budget in Lxhlblt 239.‘ That exhlbmt state -that. for"

v

\ﬂ‘va«ﬁ- "v ’A-"'* 5

1978, 53 pe“cent of“the expendztures are £or congtructmon ogmeleétrlc
p“oductlon Gnits and relaxed'progeété. An' 5.0;

v e s E . ot e e

the expendltures'i 4,for electrmc blanket-prooects.*“"

"
'\-\\hu'- R o

*epowerzng of Szlver Gate“thtvz _are neededvté meet, current’customez’

u« n.",-...s.».ww .N\.A R

:.-»J - qu

electrzc‘custgper growthurate zn the Unmted Statesum'Aiso,.

RPN .—«,Au., '::.xr.. -

efflczent up;ts.”7

. /‘n“\

Exhlblt 239 conta;ns an analysmswof‘the flnanc;%},qyﬁgct e

of a Qqe-year delay ln the completxon of Encina Unat 5. start;ngv'l

o usf . 'J».....v. u-w . RN TR R

_reveals than

«Lm- uu .«.v A.'mw,,
i W e

a

Tﬁb,exhlbxt states that add;tzonaL effecus""

o e e ..ww-‘,dm\..‘-‘&f\.-‘

of delay‘whlch weré noulqnantzfled therelﬁ e possmble adverse

W -1 " RS ~»4 (RN BT M b

frOm che 4":x.n:auu::u.:a.:L commnnity and potentlal adverse effects on;lmcenses )

~rr\“' L e s ,‘_n..'..-,...‘..av’wﬂ‘.),.\h-«'

and perm;vs. The W1tness c6ncluded that delay of. Jmajor: electr:cal

P

prosects would not matermally benefzt rémépay'rs o::~SI)G‘SKcE.“';A;"T

el A .
1'1‘;;.&»‘.! (“-.Ja".\wn\a‘h' . .,.vw_A &-,"ww

‘The' evzdence presented.clearly showed tha any,postponement .

[N i . J.,u‘w-v R o -)_"'ul-vt/“-w Ve rha | AL L X e

or major delay in the completmon of on-going progects such asfSan Onofre R
¥ and 35T Eneing 5, and wHe TepOwEring] of”Silvé%TGEEE”Q woﬁ;q‘lgpqgggg’ﬁhgi"ﬁﬂf“'
'ul*imate cost-of3§hosé préjeétsi@ifﬁbﬁm matefiﬁii&nredﬁéingnSﬁdﬁéﬁ o P
“eed to acqu;re'adﬁztlonal debt and'equmty'fznancxng. Eies

i

Meeds w111<not be~met by“the postponement or“ elay*of p:q;ect “ncyf”

- v

oqec*waouldiadversely affect SDG&E andw




535627 et al. Alt.-VISfimee o

of Sundesert ‘ o \ , AR
AR AL e e ‘*-‘ ‘~r/\
Sundeser" 1875 tl-;e pianmng staée.. “Several” hurdles must be

\ mr' - -(-A,f.. Lo Mwh- wkv/-\ . flJ ] u\ 'QU OJ

~o..pleted *bei‘ore' con ”'ruc':"cign on that pregeet may ‘oegn.n. The“lmmegimatem,_ '

LA

O DG “:U s D

hu.:u.x.e IS exempv:.on ‘“f'*em ‘t.he .nuclear Phel” cycle ’.Laws.-i( . VIn_as

- '3 7" QA *\‘ﬂ s

J.’) ey

zhe val:.forma Energy Reuources Conservratn.on‘a.nd Deve'lopment Comm:.sua.on S
e L), i) - ‘v‘ a.f.' e SIS et b - \J‘A: e
.::.nc“gy Comm:.sslon o*- CERCDC) bae recommended to the “State Le g:.,slature“ DR

Dl »I-N * " " B oo %"- ﬁ'?‘ »w'u f;""
<hat stch’ eremp cTor not ‘be granted data. wa.» presented S show

R T y \": ” s hd _N‘J’J \,,« . ;‘lu-‘\kox‘\"r)w
fec" o currem: ﬁnanc:.ng need‘° :.f the Smﬂz{desem p’fo ect Was d:x.s- A
R I i R R e e v a Ko S Shia ey Y

c.on aed. Cancelrat:.o of the Su.ndesert progect wouﬂ.d nofo reduce SDG&E ',
; RN ey ey HANWUV*W

need for add:. onai deb‘c and equn.ty fh.nanc:.ng T 1§78. N}"’Sundesem a.ctua;l.l
v‘ ” Taedn ey m,) o :) 4, '’ 0\5 a‘c"

~has a- nega"ive~ ‘nev casy' *‘equ.arement for ...978 be‘cazi“é.é' of thet:"ca'cchup iy
-ontr:r.bu‘c:z.ons to SDG&:. from the otner: part:.c;.pants in: t.hat _pro;ec’c' Y

¢

J §e Qo sy PRI A ’
oundese-v-t s ‘25 6 pereent of 1979 p ectved' CasH’ const::('uct;n.on expend.:.tures.a_--

.,_M w "4'\ ~o v - S mv » ‘ ,m ,~ i ;‘::u ‘m'“ ‘w«f_.& (J Ay ;
1f that’ progect s canceled‘ e:cpend):.tures on ‘cb.at order w:x.ll needed_
so co:npress ehe - wmch replacement pro;jects w:CLl Bo- avatlable. .

‘-\{v ~ ,m ‘v,’("‘ ’

Cancellatlon costs fof Sundesert “are 65 t:.ma‘ced "3t about, $20
T I T :L‘ﬂ;‘““ﬂyyvu . ,u\‘.qf’:-_

: * - ' ;A_O .‘,J‘. c\.h\.,t »\.f‘w : .‘J l ‘4/
i 1Y o*;.- If Suncresert :.s cancelecf ag- bae 8¢ -‘i"or*}ecovery‘ofa
the’ expense “.z.ncurred’ ”by “SDGRE to da‘ce wou_.d Ye £5

Lo
. ¢ &, - o ol
e aneniine Dot g rargd Dos *w"'f"x:ﬂ-» SR e g e

»\-[I‘m ot Ll w«‘ v‘
o~ten *year pex od “the' conce“l“lla*on.on costs cons:.st:.ng 0% nonre'cove;r-able

e ~ "»f) wm'v-"' Y *-.-t '»vm vl e Py

. G '1'";#, AN -
developme‘w "and regvlatory expenses- "to cOns:.cZer 'che ASw.:.m:lese;x:*b sit : as

L
- B3I, we QW“J

A LW E" “ m‘_‘w AR
5k e w T Ple w- . ")Uﬁ.r-f '..rr)«u ¥

‘ww

slant ‘qeld for future use; and to include n.n rEve bas e
. N ,.‘,-. B e Rl L -,’wmwrw'u (‘,~

costs.” “"me 1s¢ue is” reserved “to the' NOf 3 broceeding.
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R

PN ot ..«.-»J o ,"0,».- \.3"7 "\wq 7:‘4? q""w.\-! wg 'lv-\- Jwvu\.ov "L.L\a
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3/ Pursuant to AsSembly Bill 1852 "(Public Resources Code’ 'Sé¢xion’ 25524.25)

<he: Energy Commi'ssion on: "January 25,979 reconmended that:-"the DLBOET g
Sundesert. Nuclear Rrogec'c not, be.,exe:apted; from California ,3,976.,‘.,
nuclea.. i‘ue‘.t. cycle 'statutes. KB 852 was enac’ced" on- September 28,

I b A SR w-Tawirequired the’ Energy- Commission Tol transmit “wolrtherss
Leg:.sa.a. ure s, determination as..to. wnether; all. of, :cpe\mgg.n_g_ o s e
required by the nuclear fuel’ dycle“statutes’ (‘Sect-n.ons‘ 5524 T and
55202 ¢£5 the Publi ¢t Resources> Code’) could be maderin (Fantapy 19780t

.. XL, rhe facts did not allow, the, puclears fuely ,cycle AEnGIngs: L0, Dess o e
" made” as "of ‘that  date, the ”Energy Comms 5STon Was" €0 Fe commend - whether

" alluor ac portion oLiiHe Sundesert: NuckoarProject shoulds bevexempted s . |

from the ‘requirements of the nuclear fuel cycle laws.  Proposedyariane
legislation to exempt Sundesert from nuclear .cycle: sta‘cu'ces, n.sf‘:,bi'a:f:ere"
the State Legislature. At the close of the heamng

of. that leg:.slat:.on had no‘c been made-_,;'

<
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the SDG&E S néed™ i’or addzt:.ona:lr ““.mancmg i 1978
Sale and Leaseback ot Enclna 5’“ ,¢ BN M-:ﬂ X

Dur:.ng the course of 'che hear:.ng,mS‘DG&E an;xoﬁ:i\cﬂeﬂél. 'e:
was nearing agreemen‘:: with ES i‘:.nancn.a.l ‘:.nstn.tumon‘ si‘or th'e“éale and

n"r’
e , I"‘! ] o

leaseback: ‘of” lw ‘Encina’ 5 poweir P ahe. ¢ I Xhe negop:.at:.ons éfé" P

Ratadr o o

satisfactonly comple‘t:ed*, SDG&E wn.ll”generate suff:.éient"c :

’&.;"‘

1eces¢a.ry SDG&E’ ‘and’ U Staft agree that 'c“b.e cur‘:r:én SDG&E‘ géjfx‘ke‘ral
rate mcrease proceed:.ng (NOI 3 w:z.ll ve | ‘ ‘of
year. " Although* the' sale and"lease‘back“ ox Encifz\a.a:“fb'-} ;v\ulf‘d nave:
the Reed-for aebc"fmancmg T Tack’ 1978,”'SDG&E will need To ’lé“sa% ‘

adgi:.t:.onal debt :I.n early 1979.-‘ SDG&E contends tba(c_l'i-a'cé\fre
 Tequess

f:.na.nc::.ng

Wh:.le ‘.i.‘t. can.not, ‘be def;erm:.'ned conclus:.ifely- t.h.a'

["_ 3 A )
the negotiations have reached the stage where i‘inal a;ppr‘ val appears.'
*easonably certa:.n. ‘ ’rherefore We are basmg pu::' analyses*of**' Y nee

for further rate” *-el:.ef“ I the reopenecr "pro ceedin;g" ’o’hﬁ'
conditions result:mg upon co:nple‘clon' of: 'chem"Enca.na"

transaction. . The: re'cord:‘ indicates t.ha.t. formal Commss:.on:\ appxoval o.f_‘,'j.

"'”‘\r‘t"““ w-;nuwww -

the Encina 5" financ;al” tranSactions w:.n‘_be sbugh'o "by_\SDG&:’E”

ReL

The staff f;.na.nc:uaL w:;.tness testzf:.ed”;mﬂ conne ct::.on wn.th \hj_.s

fbew -',-..J-U.A. \.» i

m( s

time it receives the proceeds frOm the sale of” Enc:z.na_f? unta.l"th

| company-»beg:.ns maka.ng~annu&l~~lease~~payments.-r-'rhose-add-::cn.ona.x. E&ap :

~ No’,af A I ‘.'“"‘\"f'r‘wrv ot it b

and lease” _expenses; wﬂl reduce SDG&E’S retﬁzn{.,m 11978 an

v.;-t PR,

a detem:.ﬁatién 1s made by- ther Comm.xssionoim SDG&E" s
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filing or any othe.\ appropr:.ate method to o££se'c tb.e lea....e. vpayment

sl 0, A wpl -l ‘...,\ ,.,,.\.. Vet i v

expenf-'es.' .Lhe witness' assumed thap the annual lease paymem'ywould.,,..

mne
W PSSR I ‘..,O PRIV ~.‘h I e ¢...‘..~.~x.~.‘..s‘:}

fall Betvoen 9.5 and"'$9 -8 million a.nnua.lly and; tb.at aaf.correwpond:mg ‘

- YR - .u_... ORTTIE FAPIR SR ,,_...u..v e ...Iw‘-v.. .

annual increase in electmc “evenues would 'be ‘:m.,‘.o
Ten=VYear Tlectr::.c Resouz-ce Plans e

LW Lol “—. v ,
[ et AP WL ""uw N

Ke:.vh,,Fe:.busch Asso n.ates “Bnga.neerw ,(KFAE),qeactmg ,as,h

HETSE BRI A R ST

conoz.ltants -co SDG&I:, presented. ev:.den,ce w:Lth respect -(coﬁ.the:.r re”v:teyfg

IR e wa "k ek o

of the four glternatn.ve\:esou. ce, plans prepared by, SDG&E,.

et .1.) [YREPUNR oA S ey o, At L - Al e

of the “ev:z.ew was. to de*cerm.ne ::.he e chnd, caJ\ and., rfa.nazuc:ua.'l_ ieasn.ba.l:.ty

Y e W '-JQ-L)K Kis e, r‘nw.dAn.- IEARREr >y PRy i, v

of each plan and to,a*a*cempt o va;Lz.date the, f;z.nanq:.aL models« usei b' s

e .‘: .;..u.. il . M-uum a.A .

SDG&E :m gle..e*m:.n:x.ng fn.nanc::.al fee;sn.bzl:.ty'. sy

e wmn e ¥ TN RV .

“This “ex'i":.ew pro'ceés led <o, the; ident;.fn.catn.on of":.mpeda.mentsL

,.w

by ..w-. ‘umM \- -v.~-..a.'J ~.- L w ..,’“,A w PR T ] Colmikad *‘1,?"“ TR CRRVYY SR

0 the i‘o{x., ,.plans, clanfn.ce.t:.on o& the criter:.a " andf ,theJ;r-e cogm‘c:.'o‘

>y
U LI S UCS WP T b ... . ot b ru.«w A J’u -

~that: addn.t:.onal alte-nat:x.ves m:z.ght better f.u;. tb.e c:::-:ii'.er:;.aw ‘th_an -the

At -.. \Mm SN N ". . \w,..a.s.r“‘...-.u e T

*our SDG&E ca..,es. KFA.E proposed two addi‘czonal al*ce;matives. .N-VJThe.hKFAE-

%
"",', oy Mk D@D BRSSP MRS :.IJwr& wnr Lot 80 0 e ERIRETIEN o %4 ow'w\-’\-"-‘vwr\

" nroposed altematsz were then pu‘o *c.b.rough the same, evalu mn‘ pro.

»n.u'

as the Tour SDG&B cases. TR g . :
. Ehe i‘Qur ca...e., developed 'by SDG%, , o,t‘wv.rh:.chr nclude

* w M ».... KEAURRIE SRR DA 4] o} i TSIV D A \-»'A,, Au vt vwﬁm.;\nd tat

geot%e"rinafl pla.nt.s in the late 19803, and the,  maJor new. resou._. ces £

AP L VAl *-»w T '—'«--.‘.u\.dtwmvuuﬁu ' ‘w R *"1‘

each" a:re ae foll ows- RS

\ e ,r . " .
- y v -~ > e o [t
T -‘-'v“»- o "N DA \'“ ‘-\L‘. .AJ»:»‘»wb\-u’ »..'.u.'.‘klmm

Plan i-‘ - "‘wo nuclear un:.ts 2t Sundeserts.

Arandl (:41_ R .ﬂ.) v«f"vJ--«J Sl .

Plan G -"Delex e Su.ndcsem, ‘add. Two, combn.ned cycle
BT i es to  replace” The  deleted” Sundesc'*t‘ X
Lok nlncapacity: andyenergyL. I ol an i KL IR L

Plan M-~ Sameras PlkansT,:sbut sedls Sa.n; Onocfre:nuclear'
a,ﬂgeneratmn plants: (SONGS) and, . plrchase. part
e capacity' and™ nergy”ﬁom"buyer.‘f*,‘,. , "

i —P’ SN L Delete SBndesert,” 211 S ONGE PR chase” ‘part’
s o sooe Of~capacity andhenergyw fmmbuyer;C’add” @hree«
combn.ned. cycle uits. . -

: - u, - \. vy
\ b el WL Wha st wan.’ ':f ')J»u‘ qu"’\i * e . va« ReLR M
o . . [ .

- ~ ,_v.ib‘ ke h"u

oy I -

_/ No a.ttempt is made.herein to: evaluate.the merits, of the. ueveqal
- ‘resource plans~for-the”purpose of-‘detormining’ and/or 'adopt:.ng; R
the imost ‘reasonablefresourcer: plan :f.‘oruthe ‘*fux,ure.m h)

Y Tre: letters haves:no s:.gm.fa.cance othergthan‘ aSAa.m;:.ndeJo t
of documenta‘c.a.on and the o::d@r“n.n, which the:; altemat:. eS.
-.analyzed 'V-V . \u -’ i} ..J.a‘a- .-‘u‘—»‘ .-"‘. v"‘"‘.-‘h.ﬂ‘ -“;‘( ’.v-v-)-\&- .

S10-
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'I'he WO alternate caue" developed“ by_ KFAE bot‘h.n 9;‘\ wha.ch

.mclude geothemal“in thev Ia‘ce 1980s‘ “’and the‘magor"ﬁewwresourc”m =
for-each:are.as follows: N

Ao Plans R Eight—hundred“megawam... ot fzm purcbase
S RO S Nt ~~P°WG:‘ frOm Mex:x.co. deprn LR

e Kl-‘.ﬁE dec:.ded. t.h.as ::.n order to.ln.mi't the s't,udyﬁ to~a reasonablew:":.u ‘-;:.f'”r- '
scopé wha.ch could be co:nple*ced :.r:.,the allowed tme,.wthe follow:tn Lo

(2) . exclides g the ,probabn.l:,ty: |
that the conservation netessary to reduces =
demand from the CFM-I‘forecast to 'che:'bpt.z.m:.stn.c

o -consex:vav::.on. peak.,dema.ndmcanmw:acm-eved" s

LA AR

. The.’ pmmary results\ of° the' KFAE eva.iuauon oﬁ:\f.“ alternamve
.. ,"'N/‘, .ty w ~
: ,~*esou.. ce plans, insofar as ther are pertn.nen‘c. here:un\,“ are:

(1.) ‘Given the limitations imposed by the ‘“ground
~rules previously set forth, eitheriPlan’R =
“or S appears to better fit the technical: and wo
.- financial i criveria Wsed in the'evaluation ~ " " IR
than any of the proposed SDGELE plans, prov:.ded” AR T
. the conditions. follow:z.ng -each’ case can be,, - e .
o acb:x.eved. ;ii'f'-'~- :

o At tbu KFA.E.-..
SDG&E) have. smgnmfmcantf uncertaintiesssio o
- ‘associated with them.and thereforesany: adoptedv
"~ “"plans. should beurev:.ewed onm A pemod:;cwbasn.s-
av, least every s:z.x month.s.- :

. vl e
1370

‘Although no '¢ase’ fully meets the techm cal
rlerdveriay Plans Fy-R,-and: S-are‘the-best  fits’

.%o the technical -eriteria..- Plan: oGukssthemexy

best f:.t, and Plans M and N’ have th worst,_‘..ﬂ:.ts.\

\v-.

Cont ney pla.ns shouId “be d.eveloped £0 assure’

L that ﬁ‘bema‘oa.ve ‘resourcesvare” *availa.ble ShouTd "

- anycadopted: fresource co:nponen&s mve"unﬂeasmble
oxr: gn«hconomic.g o :

' Plan ¥, the current SDG&B plan, sh
forward ~until an- aliterndtive- *p]ran:._ th
equlvalent probab:.l:.ty of success‘ siad
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Pla_ns F, ,Rtw.anc’,’ S we“e analyzed :x.n deta:.lwin the KFAE studies

Wl

Exb:.bn 232., Included as part o:f 'ohat utudy »;x.s the analysia*ofa their

s AN Yo -

financial v:.abil:.ty. The fn.nanc:.al v.x.ab::.l:z.ty- analy..,:.qoconclude& t.hat 0

zeet the. lnc*eaoéé in oPeratn.ng e:cpen°es result:.ng from he : mplementamon‘

of the plans. Ebchlb:z.t 232ustates that*t\he *:x.mpa.ct: on the—z?atepayers oi‘ o
each. of:the plans over the Io-yearvper:.od 33977-1986 f‘aﬁﬁg’es"“:ﬂrom about.

Soldd 9500t
perc o
w—:r\\‘ f/(( ""Y "'\('“' G -

The *ev:.sed data in. Exh:.bzt 268 shows that t“ae Tate‘“‘:’.ncreases necee?sify""‘

‘\

er-and-abwe :x.nflat’x’o:}ary :.ncrleases\) are asi
SR ;:‘_.:3:.‘1_?.‘3\:;-‘-,)‘xf.; HRASRVER «‘w SRR _

follows: '~‘¢‘*
,dn EIe ctr;cmty Re.tes;: T
- *5>e- K N(%) J '}
.- 1977/_41986.» ‘ ..,.-« ’ Lyl 'v""": ,,,! « 84 &%}”‘

-A e N_- b e A e \wnk -t

:x‘l977/19‘79~ ' “’f“ . “"‘"W’ iy lzb"z.}"“ aa 113%'3\ i I

ol
¥ e W -

Rt : r Bog wf.,‘. ;*06‘-40;5_
- 3-935/ 1986 4‘\“*'32"‘.‘:"*'-.’7._'94

' o Tl v IwDllle Toglitn LT (3 G
The mdy comggm follows w:mh; respe;c‘c»-
environment i, h iy o S T—HJC« iy = e r,
-1"“74\ V‘f'f oo e “
nClearly;” ‘o’ impl:.ed assumpt&én in: the conclusmn of
i‘:.nancn.ab:.l:.ty of these three plans -is that SDGEE .y
will receiveitherrateirelief ndn.cated‘«:x.n‘a,wtimely‘ ke
way $0. thatutaen publlc-"’debb»and eqw.ty ‘markevs-ar
ablestohave:confidence Infthe’continuin g“'ava:.labn.ln.ty
of-theuindicated: operatn.ons generata.on*’ oL ¢as :

w:‘ B R i ST AT IR R I gy

| Exhibitz 263 presented as"part 'of SDGEE"s rebuttal evmdence,
contains an alteiiﬁ.&ﬁ;;élge:gurﬁce ﬁiag('for *Egﬁvgha.‘én’gé};l;smgna ted as’ .
Plan W), whlcﬁ}nﬁnic:grporatesnfeatur?s"o‘f ~kalak;:zus;§‘::a%§L“~*' : ’I'he ”vpx_;:.z\pose of';
the alvernate Plan W w" 13 t.Q prov:‘;de “g’r‘e’a'd'e:\:-l reserye ﬂ%ﬁ%ﬁ’?ﬁ “than: Ql‘bh&r-- o
‘Plans T, R, o::-,:; The ~reco-d; does notmcontlambm Qnalys:fo of’ the rate . '

'v‘:"-u .

increases required,mo prove »the' ﬁﬁaﬁ'cial.wabﬂmy S f)l@lan, W e Inasmuch”"' ,

™~ ¥
A0 (734 “ and-l' --

2s Plan W contains TWO_ umt., of Sunde°ert and’ 300 Mw Of. Memca\:n;* capam.ty, S
Do rasae i SUES TR Se Tu tl- ALY s

it appears no less ‘cosﬁy to flnancewhan any ‘other‘n)la.n:,

4:4\. i €
-~ \ e ' 'ﬂ’"?~~~1 e i 'b ¥
.‘“.\..3(-’ o :’ ey P .or} "\,:'-':,‘4.».\.«&?66 ‘_w‘ oM ’w

N . 1
W T - RN
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An“additional :res ou:-ce‘ xplan Ls: conta:z.ned%ﬁ thewEnergy' T
 Commission’ s*eporc %o she Legisrature in connectmon vm;h"ift:s 4B 18524‘:'”‘3'"‘}? B

that electnc rate :.ncreases w::.ll be requ:.red. ‘co provide*ﬁn ‘_
v:.abzln.-ty. o : Sl SR ST omn e SR Loy

L ALY 1331'316” part;i cn-pat:.ng “dn ‘!:h:tSf phase «of themm

ele ctrical ‘generating. capa.c:t‘cy by' 21.990.'_ *F
MW :—md KFAS's Plan R prov:z.des: 5 350 Mwywand vms Pltan Swprov:rde‘ wes
X MW SDG&:E S alterna.tef Plan W conta:.“ns»\approxnmacely ',‘L;RSOO**W -~<?"~_SDG&E~ ,S,-”‘ Dl

, w*esem; generatmg capa.c:.ty ::,s 2,200 M. "Uncter any' »proposed“’rgéoﬁi‘ce L

plant expansmon:“cannot :oe accomplished m‘ohou‘b annual :z.sSuan&é"’vf new' :

Decision Now 87639 3.nd1cated the- need‘ ‘to pursue' alterna't:.ve o
f:x.nanc:.ng methods for' future: plant expanso.on. AS dn.Scussed‘Janwmore ‘ |
detail-: lse.where,\ SDG&E is neam.ng completn.onz of: the sale»’and‘ lease‘-."f"*f*‘{"'é; .

if successi‘nl, 'wn.ll‘ reduce« SDG&E s need’“
1978._ RN “m Lo ::" Y ~

and lease-back oi‘ n.ts corporat,e headquar’oers, approvedu by th&r’Comniiss:.on' :
in June.l975. Othe::_altemat:..ve f:.nanc:.ng.,method.s,pursued by.mtb.e company S
include: the~~use of banlcers ac:<:¢=.-p‘c,a~111c:esw fom:ﬁjuel’m:.14»‘financing;‘~the"“’”’ N

4 v -
o O e ey O }M

es.'.\. a'n}':z.n Lam,

L-Ow\vn

oA .'.,,,;_‘ (\Jﬁv"f n"

:.n:.t:.az:.on, of ar 'd:.vz.dend vrelnvestment plan ..'a.n'employe

O

. nuclear fuel f:manca.ng, foren.gn f:.nanc:.ngJ of turbines, s
'vy.’r‘r L ”‘ o ':th : i
onds, and an ...ntermed:.atewba.nk loan ~ oo

el
[P

o L
e et aa

L
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Bxb:.bn.t <04 ;commenys. : 'ohat ai soundwi‘inanca.aj:«basn.snfom |
SDG&E is required before ad,vanvageoushaltemv:.ve, .,fma:rcxngwcan”b

'-.'r""‘,‘-’ : |»\ o

Fialy oW e S -/u-h

‘leaseoack o Enc...n.g. 5,.%”: o S
Interdegam-nent.al Gas Sales

gas departmerrt to n.ts elect*::.c depa::tmenv unde:m,:.tSmG-ﬂwgas 2

*'Ch"du-e‘ had created ‘large:\‘ vhan: expec‘oed reamn.ngg :merecenp Pe:r“J;OdS-ﬁ, Z 7

sunpl:.er, Sous hern Cal::. oma Gas Company (SoCﬁ,)ﬁ,mnor .ca:n SDG&E“controlI‘iz-_: '.‘:"", |

<he supmy,». resulta.ng, dm great~ msm‘b:.l::byw m tearnings\.

rate p.ms a: reasonableuha.ndl.mg” 'Ch,arge-,, »rthat & ::eserve,‘accomt‘,:b B
created for. vhe d;ﬁ:eren.cev becheen; G-S»A fpevexmes: \and, :co.,tsyw::.ncludh.ng i cc’

LLA

have *u...ed- outs th& “mrstwalternamve.n Bt : mci;:qu

L S [ . !
) . oy . = Y Lo .~r'p~-o-‘v-,u
N e AW g e omge we oyl 'm B R R s W I I PSR P . i L T AP e PNRAIIC Y N S = e ol A

Undex Schedule: G—SI«' the; SDG&E gas«departmen‘c 'cha:gew, {che:galec;tnc;,«:_;_«; B
debar‘cment approxlma.'cely 25.8 eents per therm, the, approxzma'oe
cost:of alternate'fuels MThe-"*company- PaysTSoCal about LT cem%*;oer
“otherm less. rDuring-perniods: of-unexpected: -substantialsy gas: ...‘uppl*y'*--‘v"
"~ for boiler frel purposes, the 1l cents dn.f.x.erent/ al..generates’:
substanm.al p*of:.ts o the cOmpany;“'wm'c‘h"f" oW o ﬂ“ne*o" earnings:

s




No. 87639 adopued esmmaf;ed :.nterd‘epartmental revenues based on" G—SA.

sales of 90 mill:;on therius The staff esmmates G-'SL sales “of7s
““‘ l"’"’""‘ : “1{‘« ' ‘:\-'A -_‘.».(1..
ion 'cherms The w:.tnes proposed that a net revenue deduc'c,:.oz,,

RN ‘1; ‘7

Sl 600 OOO resu....ta.ng “from’ the dei‘a.cn.ency 'oetween 75 ang 90" m::.llio
S : SRAG J-A»*‘n? A

nerzs be sh..i‘ted w0 other gas Qustomers to keep 'ﬁee ‘income con...tam.'

o P e ey o

Toxr de'cermm.ng "The’ base for- th:.s*'oanhng plan, ‘che ‘sraft” prOposed '

P T A T A

that a: 1m11:. or 40“ 'iiﬁlla.on therms be placed"on gas usecf a3 boiler :uel\,

e

bamced, ohe deferred prof:.t to be used to oi‘fset future expect d gas

s Tt

of the Na,vy

&3} Oppose The' staff éas barimng plarx on tb. grou.nd "‘tha'fi‘ ' ‘.:.’i;

. ,"f’\\v'

creatdsa subsidy’ by ele ctr:.c cuéiomers of“‘gas' cus omers e.nd That it

LI \,., i

provides :...vereét free” money o the ‘company and” does noc ‘encourage

rA..,‘.. g u.».w, ."mw»ﬁ w, I‘v‘z‘\'”( ,-r\

nsemvasion’ ‘by not. g:.vzng t.he approbrza‘c.e cost"sig;nal *oo the. “‘gas user.

et ‘o b ¥ v

3otk oartn.es urged uha“ tb.e gas 'be cherged the commodlty I'ai're“‘w:.tif‘ o |

[ p.,(«-w AT
-~

reasonable” hanéla.ng cha.rge a.nd” tha*' th‘e increased" revenue ‘requn.rements :

-

be spread to gas customers’ who would“ 'chen receive t‘he approprmate
smgnal %0 ei‘i‘ec*o conservat:x.on. B :

m

San D:z.ego (‘.':bchib‘.j.,.'c 242) and’ t‘n.e Depar‘cment
%:dz_ba.*"

We. are preparzng ‘a. proposed d.ec:x.s:.on a.n Case Nof’IOZéL‘ e

-..vestrgatroo— In £o " A’Natural Gas ~Su'ogly A Ju stment Me'oha “:fsm ROy Ma 'ro'r"'»'i’ o

P YN DRI &

A tarals £as, supply_,(;". o
.adgastment mecha:nn..,m v('SAM} ~applioab1e to 'ohe magor'lgas utﬂm“res,v g CRE

PR R ﬁ‘ “ C‘,gq _‘__OI"I"’;

cm.d...ng SDG@: 'Ibaf: dec:.s:.on w:.ll determ:z.ne ihe appropriate trea;m_m nt.
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 Exaibit 228 conzains. SDG&:* recorded: results. of ope"a.t::.onsv
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' ‘fea:- 19?8 .,st:.matcc’. At P-esen‘- Rates — As: _.xpect.ed Basis

Operating Revenues
Sales o Customers
- Intexrdepartmental
Miscellaneous
- Total Oper. Reve.

Oweratine Denenses
Gas Supply. ‘

Gas S‘:.o“age _
P:ocuct..oa_ :
Troasmission

~ Distribution ‘

- Cust. Acct. & Collection'
Marketding .
Ac::r.in. & Genera.

btotal
De‘bl‘.‘. & MQrt-

.axes Othcr Than Iacome
CV& .

0l

Total. Oper. Exp.
Net O'.)cr. ‘%ev. Adju,.sted
Zate Base '

Rave O-,Re‘m o

Staff

$308,076"
18,950+
T8l
O

85,652

'3308,300 ._._” s i
500
7,800"

| 313»390‘?77

798 “"\‘ |
2Ly 550 -

6r2767 C
21,582 -

5979 .
3TOLT

192,196

40, 200:’_
_ 23'»512

1,0663*’. |
258, 61.65“["._ :
76 25:+
on 184,}:"_- E

, 8.)7%

6_38%’

(Red 4_;\.:‘«:)
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ém m.,.,o GAS & ELECTRIC cb. < m&c'5Wmmw
‘. '-.. S-- R T A MR Ny L. ‘. IR
Year' 19‘[&Estimated%t»«?resentmaates‘»-AswExpected-Basi« '

Uta:l.. Exceeds ‘ Bk

| U'c.ilit - Kmoumt—
ZDollars :.n 'I'hou.,ands

Onerat Revenues. | |
Sales .70 Customers: ..~
""scel...aneoz.s' TR

.Otal Oper. ‘%Vd“"' H e

Ooem.a.rcr one'zses : :
Prmocuction . . S e 23,300
amsmission e ' 5 e 5+500
Distridbusion - PN 31 L M.,'/OO
Custe Accte & Co.lect:z.on R - R AT
Yarketing PR 87 T, 200
: Acm.n & Gene“a.. P :

Sub‘ao* - ”m

Dep!‘- & Amom. S d 31,332 33 7100
Tixes Other "han Tncome . . v 18,488 s 19, 200,
GCI.' .L . : " “ -“ ::v ‘s ’ R ,. : o 0

e

o‘:.el: Oper. uxp.w- ~136,103.
: BT A "":N':59,600
o 751"623 R '307,700 |
e ,.7;'3%»*1;:'__,' :
Note: Stacs figures treat mcmaS sale and leaseback by removing Enc:.na 5
- frxom rate base and substa.tuting lease expense ror la...t*quartcr o 1978.‘ L
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, Debenture Indenture Reqpi*ements

- i

SDG&E s debenture indenture coverage requzrementsx prohib:.t*" "

Lt n b

the :.ssuance é... addmt:.onal J.ong-term debt;unlessastwe=times! »:.nteresv"*’*

- Fin ot w
i Wl

coverage 'teot is met. mclud:.ng ingerest ~foz:_the proposed»newdebt fssuef""

oy a WRE

on a pro “o"ma bas:.s.u Issuance ~o£ ﬁadd::t::gonal imtumomgage"bonds -‘:.s~

et

i

subgect to a s:.m:‘..lé.; but el:.ghtly less(strxngent .comm:.tment o exn.%tin

e el LA

bond ho ders.' In order to legally: issue’ new~d~ebentures»6r \~f1rs‘€»' PR
zmortgage, bonds SDG&E must meet; t,he ,n.nr,erest» coveragew‘testsi based on L

.,V.,’ P

recorded eam:.ngs-‘_ 'I‘no e, eama.ngs can;be; takemaﬁrom ahy t.welkvem oy s

VLN ot
AL NVIRN PR W U EAN 3

\eed *‘or Immed:.ate Rate- Increase

G,

p-Oposed 'i‘:.nanclngs .and the debenture.:.ndem:we coverages for 19781“ d\\"?*

"¢.‘_.

1979 unde‘ a vanety of assumed cond:.tn.ons (Ebch:.bn.ts 2165 223,"‘)31@ 2&64'”?”:"
th-'-‘°‘15h 257)-,. Mlblt' 216 Shows 1978 proposecL :t‘:z.na:o.c:.ng and’ indenture el
debenture cover:age at present rates, and. Exhzb:_t, _23 shows s:.m:.lai* -ﬁtv g
data at proposed rates. ;I addition, :separate: exhibIts: i‘ndicate el

e, (._»‘ PR

..mancing a.nd coverages‘ _foxj_ 3.978 cand 1979 S&T p:esem; andw‘pro;;os ed ra’tes o
assuming (3.) Encn.na 5 sale, and,leaseback (E:d'n.bms 246" *chrough 21»9)“\ =

PR .

(2) cancellatzon of ‘-S\mdesez:b (Ibdu.bits 250~ through *2531“) and}.f(3- e
cancellauon of Sundesgm‘ and.
254 th.rough 257)-

SDG&E exhxbn.ts':shov} that ir, has' adequa‘t.e im'.erest &:overage"

issue $30 m:.ll:.on worth. of preferre& stock_m February ofs 1978 and! ‘_J*“

e — ety v e

approx:.ma'cely $50 m:.llzon_ of»debt, together with ao$30 miIl:.oni-Qél"éf

“"‘ ..-.‘.‘.‘_-wnlm* *

of common stock in Apr:’.l of 3.978 I't:s mterest coverage wi ;

into mid-year.

'SDGEE presentgd a.series. of exhibits ‘which show by months’ Toeam

}d’ v“il"v"j., o
b -
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on. tb.e assmpt:,on sthat*the‘"current negotx ti:ons*foithe Encina

wyn
oy

and leaseback: wiLkbe: successfu.:.ly concluded‘ "’“Thus &J.
October.31,. ...973 ~deb‘c J:x.nanc:i:ng “for whic'h

eougm: will nouk,bepecessary o T Dunn e -"_; T
SDG&?.,~~however, asks thar. the ‘Tate mcreas:e ‘“bey 'gfanted. i T

A,.-,»m

order to prov:.de the -:mx..en*u:re debenture“coverages’ need‘ ¥ 4
proposed“350~ mllzon ..ssue of irst/“ ’nidrtgage" bonds :;.n Apr:. : 979
“‘ch:.bi" 2&6 shows that at presem: rates non pro- form iy

will

the coverage wills be 2250, tme and Ebchibzt 2&7 shows cové;é%e w:S.'l ' b'

1.35, times;in. Apnl*...979 when S next~deb "issue w:.ll“b maa
ther hand. Exh..bn.ts@l»& andLZLQ show" that“the“‘propose be
will _pz-ov::.de bettexn t.han.. ;v-;q—times v...nteres‘tf’ s:ovérfgve}.',: or
1978 vo~Augzzs _.979~ W% i soy ,y,‘.:r:‘ e Lo
Iv.is. ~appl°:.can.. JLconten't:.on ~'tha aiﬁﬁbug’ﬁf‘x’%ﬁg -\,-:'\L::’itfqz;i:’in,_:.’ «,

O T

- 23Y.R0% be »nece%ary for: a.*t::s* Oc*cober .’1.978 fa:nancing fnasmuch as the“néed\
for that debs issuancde s e‘timznated’”‘chrough"the ...nc:‘);a 5 ué}S{Zl.e nd’

P ON"V"’Q

.q.m-p"s-.ﬂ-.“""! .-..\.'.Jwr-nr*“

..eaoebaclc, wr,he rate mcz'ea e ~zs neces ary to" ensure adequate interest

a-»-v\—l i ‘0 aﬁf:mw iy S

covnrage A“ox;u::ts AprilL 49791' debr i ssue ~-~~'I'he *i‘i“xiancz.al comg:n:unlty

asser ...edly Looks ‘atv levcrcd lea.,es (such as. Enc:.na 5) ag» fn.rfa“ﬁc:.al
fﬁ"‘ “n b g *)(" Y &-AQ ‘e

comtgnen..s -On the:rsame ordﬁn ras ab de-bt ,.ssuei‘f" “SDG&B corfte'ﬁ'd’s thy

‘,.'uuv(w P\o (‘w‘}‘*

“ailure to; ma:mtaa.n :m.r.z::;:xrcunJ debc cwerage on a con*tz uous basi na! y

oA Ll T
OGN bt

=

e AT u,,'r,';'_;“fcl‘ '- X

“dverselyraffect it s negown.anons‘ thOBank oi‘*‘Amen aﬁ“ emIl ‘Lynch:

.y
0o L-_“e.. bonr )

Tt LSS 0SE, SOmNOT e
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Tb.e COmmission.' s. ..‘.‘::.nancial» w.:.tness recommended that the«_
sought interim’ rate: mcreaseqnoz ‘bes granted. ba.,ed. onuh:.suanalyszs Fofta
SDG&E's available cashiflow:in’ 1.978. :Staff Ebchn,bit 250'-fanalyses"SDG&E'sw_‘
net :.ntemal casho generatmom (TableuI), capn.taLrequzrements and ‘capltal |

interest, coverage (Tabl& III),mfor 'c.hewyearnendfngol)ecemberwﬁl‘,'M 9782
These tables are: abased *on the stai‘f 'so results ofwoperatzons stud for
1.978 in Ebc.h:.b:.t’*238 prepared on”an as-expected. bas:.s.gl for

Net® :.nternal cash flow :z.s vsed £o" ftmd ‘the company s 1978 cap:z.talv
‘-equzrements. "'berefo e, ‘cb.e Ievel of”‘:.nte‘rnal‘ c‘asb. J‘.Elcwr n.' 19787 posy

. . nrr'\
dl“ect’y“ "“ects ‘che amov.mb “of extemal f:.nanc:.ng requ:x.rea‘:f Ta“ole

ww n‘-

lyapproximat:ery '$63 ma.lI;i;on in'fintérnal"" 2 h‘”’

8/ Zach of :he three tables presentsaCase T and Case II analysn.s.w,
The only difference between the two. cases is that Case II. assumes
that the staff's "gas banking plan® is in effect during 1978..
"gas barking plan" is expected 1o add approximately $1. 2 m:z.ll:’.on
t0 net operating revenues during 1978. Inasmuch as we.conclude:.
rot vo adopt the staff gas banking plan and the revenue:increase; . .. .
assoc:.at:ed therew:.th, the d:z.scussz.on is conﬁned to Case I analyses.‘;&:,’

;
Lo




| n.x-ra..ion avan.lable ~for~ .he~ f.‘unding- ot.‘ :.ts\,1978:* ca'p:.tal.,budgen.,- .'me T
1S>amptions made in Table pl are; (l),,tha.‘c. t.hereuwasean ECAG~undercollectipn
N 525 m’.* Lon ex:;sting as of December 33., 1977 and the full:,amount ST

a..lable o SDG&E throz..gh ,r:eductn.on« oi‘ :..ts..Dec:ember;}l
J.mento*y £roz-$70 millior to $50: mill::.om dumng, 1978-~, o
osomac wTable-IT.of /EXhibit:240- shows - SPGEEY. s‘»lestn.mapcd**total*‘l‘)?&u
cap* ta.. requ rements oi'-$l96 575 OOO. ...n:cérxial cas generatn.on"frqﬁ

concluded that. SDG&dell mee*cwt.he debenture ,:.nteres cbvérage teatmw
t present .fates.so that it .can; iosue,,Se:S:,es R first mo o

,\,, s IR LS S A W ‘v',...’f:

SSO m:.l.:.:.on'énd $5, zgz.ll:.on "91‘.,,?0 t;on ont::o bonds f:z.nan;i;g

R «..)A

earl AJ.978. ,: SDG&E'S,,,planned e.xternal,.ﬂa.mnung,,:.n-_w?&mwmho‘ tfu

-ua-v)uu"v\ %q-.-w e b

s_derata.on of. the ::.ssuance of 20 s;xckl::.mﬁox:ua1 9

PR 7= R --.\'-u-_v-a-.u A T 1 ek A u.-..w-«.n-mdwvﬂ

mor"gage bonds

t‘?‘"‘ v'\lu
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Frel 0il Sales ¢ . PR

\\\4 "

Rebuttal testimony was presented :m Exhib:z.'c 2&1.. with reSpect "

‘to SDG&E's ab:.lity to generate $20»mn.ll:.on:~ n:mcash'»flow fx-om the

reduction of its year-end fuel Oll :.nventory. ‘ Based onwms{_‘“lasz ma:;orfff E

Lam s oamil e ey o W A s e T

sale of fuel 0il, SDG&E com:ends wthath fuel o:LL ‘sales in 1978 m.l.’l. be
at a loss, and that the’ loss. can” ‘b‘e“*as«m" ch as $5“ per barrel.g-( -

Fhie .;.l.« .

The . test:.mony :Lnd:x.ca. es‘"that"the current spot mar]&et fBr fuel oil ms

$10-S11 per barrel; and that ¥n” ord:er o' reduce fuel o:.l :.nventorzes*' L

by $20- mlhon, SDG&:E would have to sell about 2 m:.lln.on«barrels:“of
o:.l, for wh:.ch the current :.nventory eost. 1s about. $30 mn.ll:.on. '

e shm s ————

h "\ﬂ'«

order %o obta:x.n 320 ma.lln.on in shor’c-tem funds. SDG&“E contecﬁwdéwthat S

S R

it woulds be“"bo—rowing 320 mllion fro:n t.he‘ COEipany s exn.se‘m‘g asset.s |

at a financing cost in excess of $10 million. Th#.sf‘ﬁiif.ffef%ﬁ”@g "S‘éc"" N_
the orice pald and the pnce for wh:uch the-o:.l”‘ -

‘I‘est:.mony Shows' that as of the date of healring,r'efuelf’;«eil

u"" ’
.-.---.-uu- -

M\

even at dist*-essed prices and becax.se of the*'use o:ﬁ‘ unforeseen*" amounts

L ARG
of G=5L gas~'ava:.1able for bo:.ler fuel.. Because o.‘.‘ .zb.eseyfacwrs,mm -

SDG&E begané reaectmg G~5L gas as of March l, l9'7§ ﬁi"&irg{ééane*‘b* o

*educ:mg its fuel o::." :.nventones. According to the w:.tness the\ amount

9/  The most recent sale was made in January 1978:" . One ‘hundred

thousand. barrels of fuel oil. were sold at a price.of $10.75 per- .

barrel. The long-term contract pr:.ce for uhe purchase" of uel:
is over $15 per barrel.- S :

s
1Y

:.nventor:z.es-'were p:.l:x.ng up because of the n.nability to seJ.l.\.fuel«oii' }5’
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of fz.el o:.l requi'*ecL tcube accep'ced bvaDG&E und.er»m.'t.s fue:l: oil contract.s _‘_ SRR
was *educed by L 2 million: barreks:late 977 ."'\rrthen negota.ations
are. :.n progress. <o Should; ,fuel oiL’be» regectecn:a:c the .rea".inery., ':z."c\woul
be sold; at; the wo::}.d~ ;nar}cet ,pmce. and di:fi‘erence betweem t:ha:c~ prieex :
anc thercontract price: would: be: assessed to 'SDG&E.s _:-..:f' , :
SDG&E S rebuttal: testimony alsor po:mt oLy ‘l:hatf tb.e bul‘k:
its *“ue" hEe :.nvem:om ds: i‘inanced by bankers‘ 2 acceptances‘; currem;ly : N
totaling: $53 ~4 million.:n ~jelmhz.n 'c.he mext: mom:h banlcem acceptances*oa”fr'f‘-"
will. be.at: the -authonzed l:.m&_., of 360+ Lma.lllcn.mwmén mha&&mit? w"”
. reached,: it would. be: poss;ble .to_ sclL 28 mll:.‘.om barrels: of* o:x’.b*'cnly"a' N
by retiring an: equ:.v&en@ amoum: of ba.nlcer& L accept-ances.zgmb.e !procseed'sr'«{,??

used to ret:z. e bankers' accepta.nces unt:.l 'c.he $60Vmi,nn.on‘ il*ing fi :

e A

-

_ .Based-on:its -ebut.ta.l\, test:.mony",&. SDG&E contends-”'*thawthe'
of fuel c:.l~ at:a,1loss would: l:.kely'rfa.:.le tot accompl:.shffz:hez goalf, 'o’f.v
lnc*eased cash- flow: expected:by the. staff w:t.tness. TR
~o -Undercollection' "of ECAC Revenues ” ,..VA g ',_”_'f’,‘:uc'-,ﬁ,_."‘ \;537'4 ST
- SDG&EE agreed.—:wztm'the—vstaff“w:.tness thats an~ ECAC-V mdercollect:ion
ex:.sted as of December: 31,w1977,, but. the company.dlsputed.-the .aurzox.v.m:~~w '

L the: undexcol lecta.on ‘that:can~ bel recovered ::.zw.ul978.~ Theuunder-* '
collected amount as of November 30, 1977 set for'ch* &% SDG&E 's; _'x
ECAC appl cat:.on is $22.6 mlhon. Inasmuch as hearings £
Application No. 57780 were: concluded on. March lO, 1978, the rate‘
changes result:.ng theref.‘rom could Bot be effectlve before April l,;

b e N Ll h e, SRR Te¥ o TN
.‘eaChecb T, v‘... \.p'.'/-::..... JOT T "v .\.....-a‘ ~...J M.’*-:u «-\’f- e o hv\w"'o)rkv‘»"‘-)\"‘-f_
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i

oo s Debenture Indenture - uouc::'ag;e I f&t’af‘.t‘ ’Ebch..:bn.tf” ";”\"‘”-_'j PRI
- SDGEE: rebuttal testimory poa.nted.’ out- that— under thew:_,,_ i
CLAZNURSTANC LS, assumed 4w sr..amm:z,ba.t Qho;fdebemure d.ndenture__' verage

-

wa Teceadben

g :-w
L ﬂ, n"

'a.ge increasesover mshorter ta.me frame. ERACT

™ wu.-«;ﬂr

Lo Retum on' Eouzty“ o ’_ Lhuny ned x e

eration in; detemmngvtharea»onablenes& of“,eam:mg& under present o
rates.. SDG&E comparethhe' retum on, equ:.ty ut:.lized :.n\‘v‘ Decis:.on«&‘

‘set forth in sta:f.“‘ Ebchibit ZAO ofulO"ll ___perceng:m(_after“ad‘m'smeﬁ fd‘r
sale, ands Leasebacks: oqunc:x.na\.S);a a( 'ﬂ:xe:correspond’mg’*ra:te ofurewm R
in uhe»Suafi‘ e.mb:.t isw8.65f~percent~ )3‘::SDG&E"urges 't:hatf‘, ‘e{t‘ (RSO

phase,-;cw: h:.s nroceed g:.:':
- T A -."-\r:.. S
L ke -l:v)’: ‘
Ton Mmo w&

e
R

S T e
Y-D--. .--J* i
cm"‘
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‘DiScussion, | ! o P -» Dt
It is clear that alt hough SDG&.., had a record earnings year
iz 1977, it wﬁ’l achieve a substant*ally lower level of earnings in.

B e
Pt }A.«J- ORI

_978..-SDG&z-wzll neetho f;nance about 3200 millzon of[new-conSE%uctxon‘ N
R i “ 2 Y gt R i IR
-.3 1973. wlee . . 'A " t.. .J N ,‘w. - = M P AN \-' ) AT ™ . " ' “‘l | ‘\’.‘

*soua“ce~o* a~ootal~of*$93 m;lklon *n new'equzty capiﬁal.

the maint ena‘ce oo.an.adequate return on’ common equ;ty .,we Beiié%e

co**uno.y in the same light as a convenozonally'flnanced planz additzon,ﬁi" |
and the p*ospectzve purchasers’ require ohe utzlzty to-maxntaxn the -
‘same standards of finaneial integrity as is: requlred by ;ts bond?‘f ".,~~
‘*.o,.de.s. In order to. conclude the sale and leaseback under tems most.

favoradle to the utility and its ratepayers, the’ 1978 rate of‘return
and return on equi ty should ve raised to the former authorzzed .’.Levell..v;,,_"__‘_;,,l i
The sought rate 1“crease of $37.5 mzllxon, deszgned to-meet the*lnxerestiff' .
coverage reqaz*ements of the nOW'unnecessary October 1978 bond ;osue, o
p*ov*des revenues in excesv of ‘those reoulred 0 produce a reasonable o

te of return and return on. equzty.‘ The order whlch follows wmll{ﬂ@wfﬁfe
authorize increases in gas and electric. rates sufficmenc'eo ra;se'kf _”fo,_".
SIGEE's el ectr*c and gas departments' rates of return to«9 67 percenz.:%ﬁ?”f.u
That increase should produce a. return on equlty of: aboux 13 O pe cent;cgl "~
Because of the costs of debt capmtal acqulred s:nce the 1nit1 e

this proceedzng, a rate. of return h;gher than the 9. 50 percen”f“ﬁfw
adopted as reasonable in the 1n1t1al phase Is requlred to produce a
return on equlty (staff baszs) of . 13 percent.«
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SAN Dm GAS & ELEC‘I’RIC COMPASY mmc DEPARTI‘-IENT

‘ afry S & .;;.i‘nu ..-..
Year 1978: ~"’stma~ecr Nt 967 ‘Percent"Ra't,e Of Retum o
CDol.;.ars in ‘l‘housands) o

q\.»t’\} .

Overating Revenues ' R PR :‘ o P
Sales To-Customers ‘ C '
Miscellaneous

"‘ota... 'OperwRevcnues

Onerati :; z..me-zses
Prouuc*:.on
ansmfss:’a:on
: D:.st*:.buv:.o:z
Cust. Aects & Collec‘c.ion’
\far&eting““ ‘ -
ndm.n. ‘é‘:‘ﬁ General

et

ey, e T

Subéocar*““
&\Am“to N : R
“I‘axes Other "’ha:x Income

CCFT ;

™
a i

(Total ‘revemxe includea £ranchi3¢,, . )
fees: "*the c:!.ty O.f San,.Diego,) .

\"\‘,.‘.., N

‘:‘
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”(mu&wm

Y vm. m.mi:wu
Coerating Revemues ‘
- Sales To Customers
mte*depamenta..
Vascell:a.*coz.s .
al‘.&“ uRcvemes 2

Ove= asi cing Ibmen_.es
G3s. Supplyss
\r&S Sto*-agex ‘
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Rate Des;gg : : : o , e

‘ , Exhzbn ZOA conta:.ns SDG&E 'S pro‘posal Aconcern:.ng t.he ma.nner ,

in wh*chﬁrates should“be 1ncreased;to”ach1eve thc $37 5 million” annuaL ~_, )
revenue-increase: sough;fherel SDG&Eureqpests thaz $13 . & mlllzon beﬁi#3”:”‘

e - A-r--..»«-«m- e

NS AP CU R TR

asks tha.t um.fo*m increases be made in all rates, except gas ‘department
Schedule G—SA sales, and electric department?lifeli§e°usagesf;ﬂ :

SDG&E wi'cness p“oposed no- :x.ncrease-mln ln.feline-: ra.tes*“fo::-""eie ctra:c,ty,,m
because the statutory 25 percen.t dn.fferent:.al between l:.fel:z.ne»‘-and“ t?ﬁ"
rates has no*c yet been reached. " | G

The Comm;ssn.on stai‘f wa.tness re commended that,\ :,f any por“tn.on

I 1‘:.5 ra_te; glgﬂ.gn Egch:x.bn.t 2&1"‘-‘

G—SL banln:zg" pi\an,‘- the staff proposed that the gas sérv:.ce gsta‘bln:ghm%

0o g

charge be raised from $l. 15 to' $6.50.. That increase 1woul ‘-géﬁe‘r’
$947,000. annuallyv 2 The stai‘f also ~recommend:ed’ that the ‘bala.nce oi‘ »fc‘)_;e*

SIS SO e

g3as revenue adgustment be’ spreact unnformly t‘ a.ll oth_er 'customers
mclud:.ng lifeline.. The staff exhibit stat-es that on Janga.ify"l“ l T

the: systen, a.verag gas rate..'wasmw-é cents}{ e‘r thern Yand'u‘gwhat the.
systénm average gas race is 21. SA cents per therm. :

.,a .t“"

25 pe*cen‘c .:.ncreasegthat_must occur~:,before~ 'lo.f.‘elzne ra:tes* can. be ra:z.'sed.

o

. oaem

““San D:.ego and Department Cif the Navy aloo recommendedf

,4... \fs'i"'"

llfeln.ne. .

B et

B
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TABIE 8
SAN DIEG0 GA Gc EI..ECTRIC CO\TPAN”

Adopted Gas, Department Ra.te.w. o \;r‘;r‘; SrEE ; W

e lv.n.

S

o 4.,.-.J.\.Z' \..’v.. T D R R o

S0n O_ge*atibﬁé"bividon Sta:ff Es"fmted ‘Sales for 'rest Vea'- 1928')

]
PO T N G

.o ,’:' »:'_ R ”-Presen.t‘u‘éw ' LR AT S P Prmscd e

V° et -1-1-77 Rate . ."Revcnue,.,“ ‘Rave.. i Revcnue'm "Increases T

czo*'v M TR “S/'I‘hem g T \p/Them sooMS

.-'« 4 . “w T oy sy e T L ih gk IR
. PN SR A SRR A BRIl e Ny
Months ' A '

( ooo;,)"...::"-; R o b BEPRCE Sty A,
Sea G5 v . n220000 L322 ;:
Othcr. o . 55985 :

30‘1'680- Rmf:::;,:
| Residentizl . '
‘...er 4."2 ("'L'), : ~
P 10,951-'5. L v .\.‘_‘A\.’léB‘zrl., .,»l B .~‘ ‘: o A
~Sek- GQ G, RIS v :':-:'18_3:1-:« -.ru,zspn e
Tex ITR: L 85, .. .2053. RIS .3,:903 O
A..e'- '»"’"""Q . . -2 e .2203 g _u “n’ZBl

\on*es‘den"

Y PRV AN 'j’.

P o
Sc.h»GC e IS TAB
Seh GLO &- 50 32 673

’-'\ 9L ' ~\ .~.~,; -\ e -‘ _mh’u

i . i’ N " . ’ :‘_‘ A » .
Sch*Gso & 5’., 22,&2 ORC I 21;52..:‘; foly ;25&‘ ;

LI T Fs“'

\...‘. AV

Subtotal: 9,880 N, 40,228
I TovEl ”.etc..l ,,.g,’?ﬁ L3 'llh,jzsh

.,A._ R -..-.ar)~ by o ;-_..,:;,
I":tc“d-m“tr:c'x.,a._ ISR o G ETnDE

_2, Sch‘ GS.‘,“\ - LY ,9M St “.2‘500& uw‘.c,- } N 2986#
P=5,"SeA Go4 " 755l w2500 o 1S L6L

- Subtotalyt STFEmegiv il= . 2500" %ol “1E.550

s soval 5.?'1"-' "592>516"v' el ,'-.‘m 133 yeT5 TS
uUue"' we"ue : ./ ) o JREO :‘ 4 ‘\: :::}.: ,: "t"". ) o " ! .‘ ...AY“‘;C‘) \‘m‘au iy
Se*:v:‘..ce Es%. ' B . ‘

_, OQOS’)J rownl iy
: V.xsc.

~Total Rwenue | o

. N . e Ty e 8 J». e
ST e T S LTI A R .n-.“u'...‘.. ol u - "' B
T (AP WA B N Rt .

| snr wnnbo Method-of ° Spreaszf—‘ "System average- *to *.I:S.felﬁ'xe‘“ahdd_w

residﬁntia.l

Total revenue does. not ..nclude *ra.nchise .‘.’ce ,
to city of San Diego (1% surcha::go, which are: R
included i:; suma:y of eamings Tablcs l. and. ?‘.; :

T
"‘1‘ \“‘""' .
L

'43L¥ o

uni{form ¢ents per thcm"to_,othe':.w, _},,.,[m:‘_ .

..uw,w, e
‘aJLe\. Tacin




-

A.55627 e% al. Alt.-RDG-lc %

-

T iWe' adopt thet follow:.ng"n"zethod of spreadmg thewau‘t:.homzedg
:mc::ease 1“ *evenues for elect-‘:uc semce. ' Ll

-
7 St Nos
P S «.’ e

~ s . o . .
- Ly Tt e
. .4\.:.. TR \h., ,w .p. R R RN

53"Year 3578 st:mated Revenue Increase

e e NI ,..,.-.._,.‘, -y .\
FRRI IR ST bt .« n_n"v e

L ~, Base »
Sale 2 Revenue Incroase~.~' -

C ass of Semce ‘ 05 Kwhr M $ M- $~*1 s [Inéreése

Res:a“e‘ iy lé....F R SRt -.',';..: Dergn g wwn Jnnel ‘
Lifeline . ool e 2yl O o 53 OOO g
Non-Lifeline ' 1.541. O 37, OOO 2&75_, :

Swpsozal . . . 3 7120 8,000 2, 475”" 3

AR -

Gexn ...al Se*v:.ce._r. . - ;; 2,806 O 66»..200
General Powe.. . 181 3 1.» 300

1;-.«

ST i
i e !

Vay o “

Tndustri ,‘ ,‘,}'. P 2 222. g
| Agrzcul sural . . o 145 O:..
sreet RE: ghva.ns RS 77 *9 zo::

A"* ™ W T - s
SR T DO T N A,

%sale T i} O.L

Lo S e e e T e
kN - . e AT o

‘Public Autho..... fesi L3 &,. -
'T‘o-&al "\roz Sale,. P 9 188-'

Mis cel aneous '-‘cevenues

Toﬁal lec. Dep'c.

A V\'."v -ﬂ‘ "

oarrcy wz.':,h gas customers. The remamn.ng 1.ncrease :.s’ spread ﬁn::formly
oz a .

o..‘Wa ex Resources (DWR) sales.
based on ...o..g-.,em com:ractual agreement.~ :
'. -~-35~
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;...I.MSDG&E ] o,perat:.rg :m amgeOgraphmc a:rea
rapld popula ::.on growbh-‘ L me e e
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2. Its current construct..on program is needed .to meet :z.ts
customers”’ requn.rement° for more ele ctrn.czty in 3.978 Ry a‘nd‘ S e
pole’ tyonement or» deiay of” any»of *'b.e constructiom programs&that are dn -
progress’ would: be more costly.to- the‘-ratepayers andnw _the'-rcompany than
Troxpt con usmon oi‘ thoce pro;;ects. Sucb. postponemen would» notlw L
necessanly resnlt ...n a *educt:.on in the need _foi- dditd naiu.v_capz.tal
acditdonsiin thc:..ne-ar_,zem 2k L :
_ 3-  Substant:.a... additional new electr:.cal generafbion fagy};zzid:g§' :

are reqmred’ to rmeet any of 1:,1:19r demand curves consiaere nt

'uh\

nr . " .
A » e \_f -

‘m,v \ ,“» ‘ ﬁ w\r\-. ,‘ M- f\

SDGEE "5
cdoubled by 1990.“'0 Comme T T e

‘wu\,l'\" v.._v..»'u». -

5. . Evaly o:t::x.om of the, econom:z.c ‘and; f:.nanc:.al viab:.lzty:.‘bf,thel,

s\\‘, 'M“-J h-h

P s

that such pla.ns are f:.nanc:ﬁa:‘l.ly viable~~only if annual ratte_incfeases’ir .
in excess of v.n“lata.onary rate n.ncreases are granted.-\- .z
- ~:.

6":‘

the sa..e._ concluding.,on o___aboun_l\:ovembex_.l., 197"8- !
leaseback of E cina 5 wa.lL re ult iny add.x.ta.onal cas'

(‘s -
o

October ;978- PR Cmtarest i B

~l—';v A A \-’-AN _‘- —"3""\:‘ (--; R

T SDG&E..agrees, has, ‘ff bhe sal.e and ;l.eascbac}cv,,o,

e Hobw e 4 LT

uuccefssfully condudeimd tha.t _the T a.n*s:ﬁe::,ﬂtakesnplace o"' ‘

e
S i W )-44»« B et b itk i au" 4 """'“1 \-'Uol«-vﬁ ~ .o.‘u"

\'ovember ,3,, 1978, tne proposed,ﬂ...ssua.nce °":\ $50 m.ll:.on .f rs*t:--f- .,.7.,.,

-»..wu..u' ,)LAwﬂhﬂ-

bond» a.n Oc‘aobe., :1.978 wzll. not be n&cessary.

y
: -
Ay -, 1o AT ) \d.lts« ¢ »‘

e g
.»u':» .flv
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Vp- .»-Jx,.,' N.,lql
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9. SDGEE will be reqnzred to fmnance 3200 mnllmon of
constrnctmon._n,1978.; In. order,to, accomplzsh thzs;

[ AN T L "n.lnk PR NN

$30 million of prefer*ed stock 1n March $and wil. ;1ssue $Bl mnlllonm‘

A NP

of common stock.,and. $5O mnlllon\oflflrst mortgage bonds in{gpril a‘
- o S ke Y .y w'h’l-? MJ )
$33 milllon_o* common stock in- Nbvember Cexclusny. of $ O‘
. 1..,..4 - v 4 DM ")...Hw ” ..]I A ‘)u

first mortgage. bonds issue which would'not e, required 18 Enci.

T [ApREN \./»'_., SR RTY o LU A S

sale. d~leaseback ls-accomplnshed)

20.. in the Bacin 5
are concerned wmth the credzt we“éﬁ;néss”o SDG&E
of %k ransaczzon depends, ln_pant,

T b A W TN TS IhO

ll The staff's estmmames of'operatnng révennee, T
- G e MVJ'.- kJ‘,.v".'

includlng sexes and depreciatmen, and the, rate ‘base fbr 1973 o ected

-..h

at present rates (Tables 2 through 5) are’ reasonable and;ﬁ;“”adbptedff“r;?;j;

| -w,,,‘.‘ 2

S e L
WA Sy ) .f\ B M‘\,‘ L

*i p rcent, and 1ts tzmes 1nterest:‘ﬂ

. -
e - h'~-r-‘.\'

coverage af'year—end would be l Sh,percent.wkurw

b -...Lav».‘ .

return.on. common equmtm.and tzmes lntereSt-céverag W1lf

‘-». -

A J

to, suppo*t the planned level “of equity’ fnnancnng
and may result in h;gher costs of‘canxtalu Bty
leaseback tramsacgion.. - . T 77

l3.: Even though the $50 million bondalssue sche

. Al978 Probably will not be reQUl;ed;wgpp&E;esks’éin 5phe p:oposed”ratei
% © X%, 567 Somplere Tt proposeaIoy

eqnnty ’lnanczng.and to manntann the fmnancmdr“lntegrlty required”

e
-l" AT

snccessful conelusion of ivs Enczna 5 sale end lease ek t}ansactxon.“
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lb.\ Wh;le SDG&? wiIl ro* need the proposedmrate inéreaseffo:fthe”?
reason for” wh;ch i orag;nally was” requeéxed,?én‘increase is needcd"mn
25786 .ne ;ncrease_granted hedein’of. $19 250 mi11Ton™ be'

:\Amg “ S . l.\\ N

*fic;ent 2 raz' o) G&E'° 1978 overall raue'df‘rethrn

fhm e -

. u .
"v ’ "1p4-vms AL

percent and to razse SDG&E'° return on coﬁmon equﬁty o aboum*i}
percent. The rate of return for gas. 2nd” electrmc‘&epartmenﬁs: Y

e’ Faised’ ©0 9;67 pgrcent and “no’ ¢hange‘Shduldﬁbemmd&E“in‘theV”

G .
a Av

dépa* men rame of ren~l

Lk SDG&B_has f;led*g Nbp;ce off
o*ooosed generél . , . . g
seq cﬁces fo, '*equested general 1ncrease of a magor “utility

’M-"H--u

recenvly adopted bY‘the Commmsszon, tha earIieSt el fecéi&e““'

-~

*eased rases “eoulting from Jhe NO* proce
G AL T -

dafua."'y -o-y' *979o e A ‘ o
. »3.6., Aﬁ:eve'me _ncrease of $15*2 mn.llz.on 3.s

' Crn i b

means o“‘xqorovmng ea*nlngs un 11 the next general rate 1ncrease““Therecord

POSAPEA e ot e e e LA

shoxs <hat bedause of the larg reguIa_ annual lnc“ease”fn“rate“béégx
! FOTA A -\: MV ere s"uw», s e

reésulting fro« rew-planv 1nvesvments there ¢s an annual“aﬁtritionfln
Tase o*,*ezufn and”return on’ commoQ equﬂty.' "”_' ‘6€mbﬁstratea vy
. o ARty :w{),m =, el f,\.‘.,- R Ry "

zn° ; ,ha* t e rate of revurn *o““’977 reco*ded“

(..x.....o:.t 228) w..::.le vhet'; ot Tave

-k . N teail .~../v\

1978 is 8. 65 percent (staff Ethbzt 2&03T_ S
.17~ Increas es l? gas. and electric rates resultmng

-
e
ool e e el

" (J oo ‘ Y
ing ,ease_zn votal reveﬁues of $15@231 ll e’ reasowéﬁle andllé"'ustif;ed

a'uv..'. Al v;-;..;u PRI 'J"’{ W W o 'L)’" "' ""“": "q g “”.' '." o d?

:Of That voval anaval revenue Increase, $3. 467'hiill°n~8h0uld9% *ecoveréd

s ' AR NP R SRR Ve R w’\am‘ 1) :_’, Fihwlerdte o :’)bﬂ \) -~_‘ «‘)WN ey " r« - \fu-tl\

in. ’“c*eased Sas_Taves anc $__.764 ma“lion in.mncrease¢- t*iﬁ“raxes.J

v n-'w v Gy
e —4~. Dl Ak S

Yo ‘“crﬁase s“ould be made in 5% eam.*ates.

IPEVSHINYIN XS PR J'.») A.;

o"’d be ; ed om 81.15 to 36 50.
sc;edules

o

By
~L » LS

mazurélaga

=51,

rates ucnecu*ea;'ﬁxcept lzfelzde, shou.d be raz_edrby‘

eleczr:c se*v-ce cnarge uhou*d also be razsed to SS 50.
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_ 18 SDG&E proposes~a~ cen.ling, on eam:.ngs ;Lf the proposed J:e.t' '
-Increase is granted.:.-Undex: its.,proposal, eaxning&»’in excessvwofmay g
13 percent return on- -tosal: commen«»eqm:cy wou&d«»be,placed ir:;-a, ,
balancing - LacoOunt ; 20 be d:usposed» :.n.~a manner oL be,, determ:.nedvafter:
issuance 0f - an order: in :NOI; 3w ‘Inasmueh, asy a lesser«ratervmcrease
| than: -seugb.t :Ls.granted herein,,tb.e proposed. eem.ings;‘
© not appear pecessary.and: shoul&fnot e adopfced o Tve Foph e
) 19 Bxhibit; 209 Shows;; that 26f~percem: of«SDG&E s J.977,Jea.'tnin38u, ,.ﬁ';\"f,-' S
*esul‘ced from; profit onv interdepartmen.tal gas sales. B '.lfhe;~ :um;e::depart-w B
ental . .sales:of .gas. .foxr: bo:.ler £uel are ,set“fo::m n.n SDG&E,‘Sched.ule',,c;-s.r,,,".,‘]ﬁ'gm
under~wh1ch gas :i.s xpra.ced at. or near mb.e cos:responding »cosm of i‘ueL on.l.

f*om SoCal has been«unpredictable and:*sporadn.c , K
made avazlable £0.! SDG&.:» ':.n 1.977 mhan "was expectec‘t*,vtb.us prov:x.d:.ng“th

by bDG&m durlng January' and February of: l978~w ” _' DIl 0N
«©20--Except £or vhe :£irst two, months:.0f, 1978w p::oflts« froxn
:.nte*depar:.menpal sale&@f natural mgas» may ynotm be~ available because' -

221. SDG&E began «'refus:mg add:x.ta.onaL P—-S gas._‘ or.:\ bc:~:x.3.e::~w ‘fuel An.:
early March 978, An; or«:len 20 ourn, OL1er Fuel po:.l As burned ‘coﬁ 'c.b.e Qw‘
excluslon of natural* gas to ) perm:m SDG&E o mamt.a:.m a..worlca.bl"“ rZl.evel

o v

of ..,uel o:;l :.nvem;ories. - Although SDG&E had added new. fuel o:z.l,, sol

purch.a.ses, the amoum; of fuel o:.l requ:.red, to be. pp.nchased, under :m:s‘

wq*wf_ﬁ 'ir \.\w-&
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-*“1::3; of ‘natural gas dxnsy ead\ o:ﬁ‘ *‘uel»oml during:& : ,
first two' monthu- 0£:19785: resul 24w 'i‘uel:‘o:.lf:f.n,ventomesr"that‘ﬂapproach
SDGE's maxizum fuelloild storage: capacn.'cyvr’*-r Iaven no mauded "Mwwﬁ“' |

22. SDG&.E"S costwo fuel o.;.l undex*-“a.\’t:& long—-term »contrac‘cs

[UTN ’ [
“__ -A-J,eu ».m:‘ '_ .

sori~in phe a.x.vc*-na:t:ive,.. x‘cham‘o‘-of;w%e banked and 'disposed‘f-oi?»n.n i T4
BAJOT mate:p*oceed Eng LA specify c":gas bankingupIaanas:-*proposedwfoy«"
thelstaff in: _.xh:.b:r 1236 and"zu:- & Nea.ther.,of “those,

snou..a be.: adopted- -‘The overcolle c’c.ion or mdercollectd:on o:tmgas» PR

.
N n-'-hﬁ 3 !

N . 10261 no lg.te.. 'chd.n January’l..\,l97.9-mzc’»~ '-f-..:i ,g ; i ,;,':f.l*':‘zx.!" _:f‘.m.»fi»iy w i |
24. "In "’h:.*s“broceeding cf“:Tn-’f'A ’57780 tne“ cmenwfzcwc-proceedn.ng e

of 391 ,~023 oulﬁ be. ’:.ncl*uded m—»the-'EC'AC‘)vand" a*l‘ ’f{the* quest’z-dr o.t‘" ';~~"f.'.j, L

The “inco-*e A 'creettmem tha:‘“-shoul«f be ‘é&*co‘d‘ed i"3&9"76"}’.3::&1'-".1.97'7*“’..‘Z’Jt.va'.'!.'
sale losses-. - ‘..:r view *of"*che:’ *trca‘tmen"m&éc"&*ded '6-54 ‘ﬁfo’fn.ts*@se T

oe oi‘fset aga:::xst'-G-SE gas “profn:t:f’ ""*r“-““ Loyt ol
u‘:u-\’:: :.\7.:?\ 0’ ’C:J,CJ "w u.»J.a..‘. CQ‘:T J..-c -I:h'”-*- O‘ﬁv : u:i;ﬂv

’.
o




fons T

l SDGEE shou...d be ..mv‘-xor...zed ‘c.o ...ncrease its gas and e.;.ec'c.*:.c

ves as b“oviaed in the order which - follow.,. _ e o

2. In the event that the “incd. raue adgus::me 'cs resul ng *“”‘ |
vze proceeding in NOI 3 are not effect...ve on or be,.ore January l, ...979, S
partial relfel will be considered in Lhat px-oceedmg, o . L -

3. 3Because oL tb.e urgent need fox addiuonal revenues, .,he :
~effecuive date of this order should e the: date hereof.n-u S

IT IS ORDERED that: |
1. Afver the effec*c.iire" date of thlu orde_, Sa“ D:.ego Gas &
Tlectric Co.“pa...y (snc&u) i5 authorized to file: the revised gas -aue
necules av vtacked to;this orde“ as- Append:.x Ao ‘
. 2. After the ei“‘ecm.ve ‘date ‘of this order, SDG&:E n.s author_zed
0 Jile revised e_ect.r:.c rave ...chedules as’ :.‘ollow IR

1. Increase the service establz..hmen‘a‘ cnarge
from §5.00 to $.50.

2. Raise the base. enexrgy’ chargos by 0 160 :
cents per kilowatt-hour: to all sales: excepcf-; o
lif¢line sales ©o the. S‘ca‘ce Departren‘o of.' v
W.;n;e. ‘iesox..rces. : R
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3. Such fn.lmgs Uhall comply wv.th General Order No._ 96-A.
The effective date of the revn.sed schedules shall be f;ve days af'cer

“the date of filing. Tb.e revn.sed schedules shall apply only vo semceﬁ |

rendered on and after the, effect:.ve da‘ce of the revn.sed schedule,-y-..:
‘ The effecmve dat.e ofi r,m_s order :.s the date“"hereo £ L
Da'ced a'c : Caln.form.a. 'oh:.s‘, o e
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APPENDIX A

RATES - SAN DIEGO GAS & FLECTRIC CCMPANY
GAS~DEPAR$MENT D o
| Applxcant s razew and charges are cnanged to: the level‘or extent
set ' forth in thls appendzx and are. based on rates in effectf”n
March 2&, 1978. o . T e T
' Per Méter Per Mbn ht‘"
meelin”@Non-meelin‘*i

! |
Schedule GR | |
Customer Charge ceee
Commodmtx Charge- ' , | e
Fmrut 81 therms, per therm ceessecnecenieseees 30,18
Néxt 8L therms, per therm ..;................«i~frf*
Over *62 therms, per therm ..................v[ﬂfﬁWTV
Schedule G R o
. Customer Charge
Cownodlty Charge' » ‘ A o
First 8l therms pe* dwell;ng unnt, per therm
“Next 81 tb.erms per dwelling unit, per ‘bherm- .;,‘ _ T
| Exces per therm .....................-...“ ,;Qbi*“”'*ur
Schedule GS N ;_] o i’v S IR Lo
' Customer Chargé ;;..}:,;;.;,{..;:;;;;;?Q,;;;E{;ﬁ}fﬁ Tﬂ  :_   $_“"*“
Commodity Charge: . s oot T e
First 81 ‘therms per~dwellzng unmt, per-therm-- SO l674{f;  ‘.H 46 o
Next 81 therms per dwelling unit, per therm.. =T 302
Excess, per therm ............................f@;n;nffgfﬂ‘fj,"‘ ‘

Schedule GC
bustomer Charse ": , . - - o s
Schedule G:91 - L e

. - Each- es@abl;shment, vupersedure, or .
.' re-establlshment of gas service ‘

ALL orm SCHEDULES UNCHANGED. -




ROBERT BATINOVICH, Concurring Opimfon: .~ . =

‘ Iss;gn this order reluctantly becausetf feel stronglyﬁ._ g
‘that the attached compan;on order should have been slgned;“;:f 7'
as well. In any event, SDG&E‘must Stlll come back‘to th;s-f i 
COmmlss;on wuth Lts futuxe plans, and I would hope that:they...

would ccmment on the alternat;ve plan presentedlmn‘the p:o-§f 7V”~ﬁ‘l‘

Uposed qompan;on_o;der,‘

ROBERT 'BATINOVICH, President
Attachment .

San Pranc;sco, Calmfornxa,ii“‘ia
Aprxl ll, 1978 ’
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own motion.into the. rates,,_, et I TET e G namet am
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Practices; “financial condition, - ) ¢ L meE A RRans S T
construction’ expend;tures,“aqg ‘\i*“wmﬁn\OiIJNr~W@ end R ihdoi
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expendxtures, and facxlzties of the San‘b;cgo Gas’& Electr;e
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Company (SDGSE). - Th;s has been consolmdated wmth Applmcatxon‘
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Nos.. 55627, 55628 and 55625, the Commission's reh_e;r:.ng Of
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SDG&B's request for emexgency rate rel;ef for’ 197&.Q The“;
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latter case which was Phase 1 of the- consolxdated_proc
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was submltted on. February 17,
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Presrdent Robert Bat;nov;ch, be;ng the assmgned

r), oL

Comm;ssxoner in’ thxs case, requested that several hear;ng

I . - oy r.ﬁ*" ey, “"""\‘"“CI' et
sy nen rrm:r\" ', “1:7'1‘-“ v”‘fJ A.,...wa. ..w...‘;. J A.u..*u - -.ul~ o

of an analysls performed by Kelth, Fembusch,}Assocmates

- ».’m ;i.-l 'xtn.a w-\v‘».u

Eng;neers (KFAE) of SDG&B s resource’préigﬁah }the;r.

RN U6 S ot SENR Tt -»-v)J-.«MWMm

e 24 Y e 7‘""'51-‘.
‘vzabzlzty. Presddent~Bat1nov1ch had‘requestedwkhégr 5&&3;1

reta;ned and their analysms was completed on Februaryflo

(4 XEDzoogh s hoxziloomsl @0o307oqel)

‘1978‘ It was suggested that ‘their analems, ;ncludmng.asf;tx"'“

did a year—by-year finaneial’ plann;ng study forxSDG&E"

through 1986 ‘might mmpact both,the rate rehear;ng“an the :ﬂ f?s‘

resource plan phases of thxs;casevm KFAE was, thereforer*

requested to appear before the’ ‘Commission in Phase lfof thlsﬁfﬁf‘*
aganbranval s b b wer TI0 @ aoiealmmoli el
proceed;ng, pursuant to a letter from: Presxdent Bat;nov ch T

[t i te) .\.“.,.MJ ;044 \n-.O‘,.u“.i.:i N'“ QA doﬂ‘”

(Ex. 230), and dld So appear on February 15:-and’ -
e T e aperd aad o 2o anisilidel bnb L esus
6 and“?'"1978. KPAE reta;ned its own counsel .andiwas not
o v Sy o :‘...‘.’CC‘.:.C‘ ‘ " \;)Q_ [ ;,{‘f\\_,,kf'” _\::v;u JC'a\
sponsored by any of the partxes.,SDG&E testlf;ed on.Marc
palwansion ntholneiemeD VPRI NG Py ELET T
1978 1n response to certaln ‘points. raxsed by KFAE

) e 'r\' »\—v“\‘
YLD DY NY VOTOEEa 70“.~:;u“9" i u%»w '

T N

Conm;ss;on “staff put on one wmtness to clarlfy ‘one point in

-

'.'ﬂ'! el - r-\.

. o ol Ty 2
. meyr s Deu oo onty Lol VISR SVET R she R vAl gy o L i e

the KFAE test;mony- W;tnesses were cross-examdned by counsel.
-::nQL\T::. .a\,wnwwrl’qw\' i A;J::’:: Amc;"'

for SDG&E, the Comm;s51on, _the City of ‘San- Dmego,;
'-Executxve Agenczes, and Calrfornl‘kPubl1"In”erest esearch

Group~ (CALPIRG)-
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KFAE Testzmony

The~central exh;blr sponsored by KFAE. wasi’ts

DAnta et \\* ce ""JM; uv'w).‘._

areport performed by SDG&E entxtled "Valldatlon,of SDG&E“

t b e
; ek 94

«3:‘.' ...u».”...a .-(.‘.;‘35.’ ' ek T

) Resource Plans” (Ex. 232), dated February lO,vJ.978"ﬂ'”J“.;KI-‘AE

)

-y "~ s 4 \‘4-"‘"
¥ I PORAINE

¢ !1[*‘I.Aﬁlﬁll‘: .

presented three'wztnesses, Edwart J. Kerth, Frsnk Dougherty, S

- oy g o .
v.uu Tn T 4.u e gt "'--"'J '-" \’J :

‘I

and Jerry de St. Paer, who testxf;ed as go»the contents of

- - .mw\ - e '{(!\r‘",‘)'.','w
'z..,n.,... 3A, -“ SRR N ey L e ‘w.”- el N

Evaluatzon chapters.respectrvely.‘

Ve .4' S ANt mf’\"‘ Lz

assessed the techn;cal and flnancmal vrabml;tyvthrough 1986

y v s 'V’\"‘ L .
o

my [ [ h T
PV ,1¢xL.k -uu—— FULENP RS NI AN‘.“‘.QJJ

‘;.‘;‘o:f SRR TRT 'HJ‘,. ‘“..f‘.._;.LW

company and | two deyeloped by K?AB. anorder to perform thls

.. " i AT A= B T
.‘.A.'.:‘. AV'CL ‘:‘A.".'- i ..-- {.-“..‘k xa.u (SR ) :.“..A ¢J ,.‘..f PoAE N4 Iy .,, .)-\N .)a.a S

assessment KFAB f;rst developed technxcal and f;nancsal cr;tersa

: Y B Y5
[N PE S ISR ""n_'l" Ty «.fl, : \':" W C‘ ABLLS f.-?,-& DS
e : " .

~

‘.' R T -
e

’ aga.:.nst which to judge the plans. (These cr:ater:.a-'» are J.:Lsted

1"'_"“"!"" ety AN H,’“”‘ o Bty ‘u(\' N

AT i P o " P S \, . ‘_" oho.;!

on page 8 and pages 38 and 39 of Ex; 232, respectrvely*§7TF

g V"\Y L . Cene n ot
e l‘.‘,,"’v vloae s "“ " v .Ian’ - — n.‘.o.r,,L,(.Al‘.n‘L,b ..; __VV, ) ,J"U.v.“
R I, R .

; SDG&E's f;nanczal models whlch wore used to assess ﬂznanc“al
R ARy laml s \-_.....4.«\. Losr T oLl oA "'uJCMA ) "‘:) :'.._; \-‘w ":)Jiv.» . J:.'.u,l ’ﬂ‘-v“

v;ab;lzty, were validated by KFAB as. part of thls proeess, sub~

i~ . § A
e LET et anmne s wedar DahOLevel DeLien. ALG

ject to certain qualrf;catmons to be: aodressed subse uestly.\v
""-’CV i .:-.:-»-'Zu.:-kf:“ -L-:.'\: rad '.'-.A« o r‘.mwl ] t:.\.:. :-"t:ru‘ﬂn ‘:.’:»4' . '\ "— v‘ --/ ‘v:"‘ l) e '~v~w '-JM
KFAE analyzed four. 'esource plans zdent;fmed bx‘SDG&B
LTl Coand 2 ».} ..\.CJ....; £V L "T:"‘:"- Q. RSy ..-'C'l le )untﬁ‘-)..&(}'} ' rg-o»..d ARY .--‘*,a -
which are brmefly d;st;ngulshed as: follows.é -

- AP
N T o

C"""‘ LN ”‘ \ ARl ""w b lLaJu . ‘.».A\.m’u,\ L M\/ﬁ Ll ..L)"J,-‘.':J- 'C)nx- C.':#W :-’H pris

oY AV . ; , : :
Plan F‘ : Two\nuclear unmts at- Sundesert

TR O._ DGO LS Anw BT Esn fhu-i“'",‘_" "Jfk-' a2 PAC Al

Plan,G_ B No-Sundesert two comb;ned.

Lo " Y ‘ ,,.,,.,,.r
S R I .':;z::«.:‘ vl SHLL LSO

o Pla.m M;~ niv SameAas Pla.ifitf‘ but’ smc&“s*s%zos ,shgr ‘

u’é-__ v
chascd from.buyerf'
™ »..‘/nx.-‘ ..Jf; wo (o) l\n\uU\.J\u :
- No Sundesert.-same‘treatment of .
m'rﬂ":vuSONGS'asw1nsM~sthrechomb ”l“b”fﬂ"
cycle plants added:” i

PR oA !‘ . Aﬂ_‘_’) A D\.Anv-’i»{ '(}u-r : 1.-»'\4'0 ':).a.uuv

-

IPTIN PE ey
rs:rn“‘n~~"J.sus1anoWfxu:?as,wr
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KFAE'S technxcal feasxbxl;ty cr;ter;a are summarized. as;

L ooe SATH Ve DATownosy $;C"ﬂ”ﬁ‘_uA$ﬂG$ AT %jf~

Ay = “ Ay g o P Yad+3 ‘. ( o povg “\M,v‘c.
:.r', 'i...: LJe w f‘»v,} rrV J...Id..... -l.‘,—x;..l )ﬂ\ \J"...}e 3 'u.\.‘u’ f.«. .

l) - peak ‘demand met

. - .
<A - "e e .J\ "'\pvr FLT e
AR “J‘u R S [""""\;’ f""\,._‘w_ A \».sl.-\» . Yobe
. p .

2) mlnlmum of 10% resource margzn ,
et AR .B‘,*swoe'\‘ﬁn:wmﬁiw Jﬂlﬁ:_d g
3y system enerqy" requ:.remen.te met - o
corernam o 0f oL BOLNITRoS OLW Yo org ST
4) no physical . barrzers to meet;ng*schedule
\NudatesﬁJf;v-(" . ,\\amm :

..-a..--.).a.iua-l-..\ 4

._.F'

§lv* teChn°1°glcal'barrxexsjcapab&e ofybelnguteﬁoy*
' ‘overcome imsavailable time R

yene (R .’ P luu....f: fe 94 ...u:bmlhrao"w . ’-"“"‘r L‘“‘ \"::‘)::rﬂj .

- ;nst*tutlonal and; lmcensxng barriers. have_‘ o
xeasonableml;kel;hoo&»of bexmgoovetcome”,xuo‘*»
w1th1n ‘schedule dates. - N

o -r"\

Dy o o whdu ‘\ {',, -JJC'C‘.:-‘n-VQJ O'““ b*‘r “"L.""L' ;’ '
It was asserted both ln EX. 232 (p. 8) and; by KFAE

‘ v " BTN e gy
L BT s inEaon | Bogslaven Tewi iU REYA sae mu~z~~u.,a;a

. Q;tnesses Ke th and Dougherty ander cross-examxnatzon

A E e e Ly o'*yoanc~f oFdTiiw WL
(Tr. p. 5739, 5758) that the IO%Jreserve margmn was"not'

s C8S mE o 88 Das- 5L aepon.-bes 8lopng, ﬁoi.-" ‘
target but an absolute m;n;mum- KFAE- ‘urther presented two

»

. ey ““o" Holrw aloboaf :&::}f"m.,&.* VENRRDGE
demand fbrecasts for SDG&E in ‘their’ analysxs, the" BRCDC*Adopted
s e e ..s.;'f»\ G Tt R RN et '-{'VJMJ.WCLM._-W‘ o
Forecast “for peak demand developed under’Commoanorecastlng
el “MO,“UJ.eLWSUD TR BDNOD. S e

Methodoloéy-r (CFM-lS and what is: ‘called: the 0pt1mlst1c”Con~gg5'

‘nL T q*}wvvﬂ)uuw '*"!‘ﬂQ ,.)‘\' ‘/r"’;“,u It .r\ .-J

ﬁwservatxon Forecast (AB.IBSZ). The" der;vataon .Of th atte

crwo Dot no bofziunnitel VA;uﬂ“d“ﬂ”“*‘”
curve was not - clear_zn,the KFAE: testmmony (Tr‘_5706~5710
ISRy S mmolounoowd il 2os g
5738-39, 5749), other than*that Lt was: developed fo ERCDC

, o e
ey b
Tuo Donldien Cwd Iweendirgl or v SO ALY,

-AB i352 hearlngs~and-was dzscussed~1n related workghopstaniﬁjf‘“‘

ﬂwas not,develqped‘by KEAEJ" Subseqnent clar;fyanltestamony from

"I‘,'.‘Dr"(')r’-ﬂ"" ﬁ(_’, rfn-/ r»..“.

w1tness Watk;ns of. snc&nw(rr«meeso) ;ndlcated that this curve_ ft7

e b -._.u.;

e /n *r“ bt e

was developea by SDG&E for the ERCDC's AB 1852 hearlngs and
SEOEILYAD. OUAA 1 INeebayd o L s LG ‘
was the\oompany;s~e§txmate of themmax;mum add;txonalﬁconserva-

" Lt e .“‘
DS BT YL JV.J

»tlon achaevable over the. BRCDC Adopted Forecast_(CFMFx) under
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optxm;stzc aSsdﬁpt;ons-_ Thﬁ;_pg; o w;llqbesdeveloped further

| W Ry '7'

in discussion of-SDG&E-test;mony.‘ RFXB's;reserve margxns

i
e} l){“‘l..

were calculated“f:om the 0ptim;$£;c Consezvamlon Forécast

Rl ,.\ R ot vl e,

- ey

4}f,¢'xrgs w;tness.Ke:th further~test1-~\

L

> 4\.\ M'

demand projectmon."’xemth testzf;ed“that the éurve was chosen,.ﬁV |

,».55‘-.\! ""f" '-'
because it was’ avallable,,had‘been’developed on-the bdéxs of

. «r
Y, wﬂ,-\(' o ,-.(—‘

1nputs from several'partxes,“

"Q" ‘1,,,\ w’*m(.,v'e'\

‘or some flexlb;llty should demand be hlgher.,ukrfz 709- 5710h

*plans should‘bc‘pexformed‘by thxs COnm1§SLOn‘

C e ..,.\ R o n‘ﬂ\\'yl‘“’( "' u“'L"*"f »""-"4»,“\15)N

"_n‘the demand curve could b “éccommodated by the resource

S R— o et o RTINS
;;AS'a“:esult of‘zts analyszs-of Plans F, G, M,:

RE%E concluded that Pians M and N“encounter serlous pxoblema

oy e

due to 1OW'reserve’marg1ns ;n the mld—

l' : <(-v"“.

sl

optxm;stlc schedule 1s not met.“ﬁx oy ey

. B M . - e N ey
v A o~ J.. i ,&g,,‘ e ‘h \.4_ e S ke '%V‘r\\%ﬁr,

KFAEnconcluded that out of -kl of SDG&E s“prop6 §§i*;u1

“esource plans, Plan F (SgG&&'s:cu::ent adopted plan) is mostfffjﬂ“

e »,»..‘.‘ g

techn;cally vzable.,*Its techn;cal“problems are largely“dueﬂto”

O R

Tt

_schedulxng and lzqensmng,and‘relateﬁto-the followmng




1j - whether Sundesert w:l* be exempted_fxom.thq,; 1~ 
RS Y1976 nicrear pills”. “(PTRICITSEEE *25524 Lol
.. and 25524 2) , -

o ey R
nf«b/"j‘s‘ hﬁl‘\.

'«',;. Y A

tlmlng o£ the. ERCDC,Applxca;aon.for,Ce:tL,
PELfiCate (AFC) Process and percent ‘ownership
. Of Sundesert that SDG&E will: be.perm;gq%daa.
“undex’ the” BRCDC's‘thzce of Intent (NOT)
... Gecision:, .. W\

[y , ~ ‘.,.,.I 4(,,\ ' 7
n"-«v PR T u,;.i.».; \"‘“) N)J a.u.'u,,vuu (u

whether Un;t.z‘wnll be.l;censcdk

L
LTINS il Sy 'uo‘a.‘.t..p..r- - e lA-»-\.-MwlaJ\Vui

KFAE conszders the 1984 comme*c;al daxe,foi Sundesert*UnLtc;gfff}3‘" -k

Pl
..7~ DR v' ’pJ AAt .- ‘,‘ s A e
. B

| unl;kely- A one year delay: could lead“

- ...A . e » ) \ ....\ PR DU q_W - -.ﬁ. .a.' ‘\-.‘u '-v',m-.l e

) problems in: 1985._ﬁj1

N A:""‘\\,;\...-_A‘A..
' Plans R ‘and S

‘m.;,:sg.a‘ \.v‘

As a, result of perce;ved dlff;cultlos'

H, \.(-4 ,“.-y' o ....,.h. ‘_ - n.

*esource plans pr0posed.by SDG&E, KFAE'develop'dw

. B wu..;v-’
_.r-.-u. . . "

W

resource plans--

. Plan R< . No Sundesert,,SOO MW(of capac;ty pur-f,V"
DOV RN apagedr from MExlco start;ng with. 300 MW

late;_n,lsez L300, MW, ;nJea:ly 19
200" MW ”1986 S -T2 re
assumed’fo: Plap Rtvi‘,

Plan S . One unit at Sundesert, not,oa;'

PR December ”T thbend;x D) s |

Both%Pian R and*Plan s 1nc1ude\20% o&ﬁggéﬂiﬁyln saﬁ 6ﬁgfre Nﬁcleur
A , )

‘b-\, ,4_. \A 'nin
Generatlng Stat;on (SONGS) 2 and“?f Encmna 5 o fl“

i v'\(-v "x\ 'G_’.v s, &

In addltxon Plan R zncludec the‘construction of
»«transmass;on lzneswzast*from

valley geothermal axeas to the Arlzona border.. ‘ “) * !

Sundesert. W;tness Kezth testmf;ed thax thescﬁtransmzsslon
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‘lines would perm:.t SDG&B to_~ t

T Ll Ldl
o Eoye o By ey 'WQ N,UCM B

of power-lzke‘those ln Arzzona Publmc Serv;ce Company s or

B ‘ ‘\r
”Southern-Cal; ornza Ed;son Company svtexnmtoxy expand
i G Y ]

TRV INE LT w-
SDG&E s pool;ng capabmllty and lncreéso the relzabxlxty of

’

. b ok
w,wnu- ri" v 'Afju ‘- Qn \../)(I '\-0

SDG&Ers system and that of all of Southerm Cal;foxnl&
5792-33) . C . RN

gl i R . -
o -t .

Mz. Dougherty subseéuently test;f;ed that the
| - Y A P \r;@ T “)u.\:’ nw)..s.n..”--ﬂ.),_l'-‘ "J

costs o‘“thzs‘ ransm;ssmo ﬁfac11mty-had only~beemoxncludéd

Y,. N
. R T tz r", v
SO O g sl '-’,

. R B '/‘ h t'\”" 2
s eyl oy \rmr_.!,,v F:.u\

stated the possxbmlmty~o£ pu:chas;ng surplus ene:gy‘or"'

sy

capac;ty ﬁrom the East would be smallwln~the_early7‘ears of

e .w

......lk RS W e e ¢
e 7 4

(Tz. 5791y 4 R

the' Mexzcan{plant sgopezatgpn,aSgoRposedftouiater years.;wijf;H

Wxtness‘Kexth'statod'thatCthen:epowerxng'of SDG&E s

.t e b F s
AR o ’( »(,n ,
LR VR T \-rvy KAL) ,‘ L hans W W‘

Statlon B facul;ty4cou1&. be.. t;;;zed asﬁa back—up cont;ngency

plan. (Txs 5730-31)"

The Mexlco Project\

iy cmncnay fd i

The pﬁrohase of power from MeXLCO‘lS the central

: [0
oot

feature of KPAE’S Plan R,\whxch xnciudesr300mMW‘from.Mexlco

AT

in December 1982, an add}tlonaIWBOO MW‘ln January 1935“&ndff«o'"

: o ‘:l :. . ~( - .' ‘- v
an addzt;onal 200 MW‘xn October 1986), ?heredwas cons;derable” o

A
[ 'w‘ “ ‘w'».'l jv‘. e Jnit-re-“-‘*‘*«‘-*- ‘_"\" ot A5

"w,“"'" v'l' b
dxscusszonoln the«hearxngs, thereforé, as.torthe nat e;and
..\[, b ‘.“ . ‘..L«_‘\_,,,_,~_J- . 3 R
vmabxlxty of such a progect., ‘_ f ,"fig§f d;”'?.“.

L N
s b - V - )
B W -« ~ 'v"' Nl‘eJ '_‘: o F- 3 AT L

'*‘“wutness “Ke'igh testxfzed as;to~the::ollow1ng po:hts

regarding the proposed purchase of power. from Mox;co~under Plon Rf ;.'

UHDY Sublind LPDULE H0 LB : MOLE LGOS

RSAC Pl

1) spGsE would nemther own or operate the plantF(Tx.W5684)
;g]-‘
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s wr(v-vr)f{ "4( UQW

connu®) wTCVFLE ’tbe*national*electric utillty~of Mexic
: would own. a.nd ope::ate ‘.he pla,m:.v, C.‘B.. -‘,5684)"“ ‘

o N e T .'.J '-‘q.u\.'v'.« -'w "

‘3)‘ C.F.E. has a: great deal” of experlence runn;nggpower
o plantss both*fbsslr“did coal, AR thxs size'range..
(Tr 5726 5777) S

. 1*.]’ x ‘
Tyt e m't) AR I J ..: :_,, ‘., -v". -....J-C‘M'-“-"w '7“& "Oo“')' e ‘"}ca

I e u-s}.u.‘.- .

é) SDG&E. would: ‘have no dxrect ‘lnanglqghlnyolvemen¢r\.V-
Coun ~1n‘”thedMex3.c plant (Tr.*ssss)‘“ e

IR Y

o fseserr
. 5) The contract purchase of capac;ty, not just energy,,

is the basz.s of JPlan R .,('J.‘r.f_‘5687),,:,C w L

NS s

AP Rl w..)...,.m.,u ) .4...«(1 BT

6) Should. one..or.more. powcrgpsants\bcmbu;ltulnCMexmco
toJsupply”c&pacxty*to“SDG@E "It IS inlIXely that+ ..
demand for power in Baja Calmﬁo;nxaanrteaw e '
~/(the "proposed location -for “thefacilities): would. growjv R
to the point where Mexico': would.wanxfxbercapac;tm« I

~o *‘ox»“a:ts-own uses "('I‘rt“*5690v91)' R

[ R
-«-.-‘,_ .

. | "
) f SL:)WV.«'&

PR

P

&,a-.lt appears that”thcy*ha&é more capac; LR
: than they need;. and we think: tbat,a,ma;onxtVr:_\
o w3 Of ehericapabi ity would be availabl_ : L

surplus capac;ty.“” (Tr 5691)

"It's my understandzng that\thejpowex
ztﬁrproducedfbywﬁhe"frrst uni'y by"agreement -
- with the Mexican government. Ls,tqbbe e ﬁ@v~m~f
~:"*c.c.'»m:m.tte«i"<:.o.:r*e:c;;’o'.1:1:"‘1:0‘ﬁ:he border” and’
through-and thereby 1nto San.DLego Gasw
and Electr;c. vj J o “J, RN

Ve e

'"Q, Is. that also your understandmn v
w;th respect +o the second unltz

e ’0,__, ) .,.W.N goludl ’«O

That. is-my uséezstandzng Y
TomTu w(Tx,w57o3}ﬁ,A» f“ .w : Eibow 0 B v

. -y A “‘I‘." uJQu (A]-J .‘\-A&‘ J- “"Qflunl‘."\ J‘ . v‘ ".IV“. ’

7)Y SR T Thet flrst 300 NW”Mexzcan plant-should-be =~
bumlt if possable by.Decenber, lfq1982c1nﬁow,

- o¥dexr to have it anaugurated by President

o LoPc- Portmllo anwhose~adman;stratmono:d;“
RREESESIE ’xt w1lr”be xnztxated. -

T T armym
et

"v-fn (%)
.."..‘u

8) Thre Mexzcanplantswmll be f;nancg§ Qng 300 Mw‘
MBIk g m‘t l&t a"ttx.me. }«5 ’ el «—»-‘-‘v“"‘\_ i SN s l 4— _\*»«-n

- o Qﬁ';J“ nmxz “QWCC Ao J~mjmiﬂu720“
'"*Com;széh Federal de—Electr;c;dad (CFE) .
) w8y ,-7 ‘)" o _.ll. o '-f )r\Q ‘Q V"O _)fi.,; .r. "’a.. A.D.«‘JOA, «\"0")\*"

g

m\_‘s_ .
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The discussions thh potentmal funders. of. RN

this plan, that is banks and. mortgage:’ 1nvest-~
__ment bankers, have indicated. that, theyiare:
“~-only w1llzng to-comm;t,themselves~to-the g
”f;rst 300 megawat.‘un&tp..cqf;ﬂ'ﬂ«vn'-r, ,

T oY

TP e
LR

The’ xntent~:s “that if “the flrstfaoo megawatts .
of f;nanc;ng is.. successfulwthathzt'would C
be the’ basis for~ financ;ng anothexr: 300 mega—ig_
watt uvnit; and so:onad:" ;nf;nktum s’ req ;reday

~ because by then. the syndicate:willibe e

' formed’and’ the” rela:monsh;ps~w1th Mexico.

- will-be: establ;shed,and people»wmllﬂhave a
degree of comfort as £o.whether: ‘oxr not: th;s

. .is a safe’ ;nvestmenthfrom the znvestment*‘

'M“commun;ty standpoznt v
AR 4!-'-« " .(; .
"So, they want to Izm*t it to the fzrst only
at this time Aand then . look.at th
oneas thé first® .one’ develops,f‘ L
TI"Qu “As the first one. develops,fdcﬂyou'mean
after it's. on—lzne’
"A. ‘No,‘..-durlng the, negot;ateonswand _
w Tov-rthe ‘procedure. by ‘which funds.: are\trans-“
- ferred from the' lend;ng—;nscltutlcna
. to CPE-and the. confidence thati tha-
‘“_lendlng institutions-have, that  the " money
i’ being’ propexly expended, Lhat, wmll
g[*'take'place duxxng\the.constructlon of
'“;fthe flrwt un;t."fﬂg;ﬁ‘5724-5725)

o " -
‘-,..\ 0-‘- SRR AR

A 15% reserve’ marg;n was chosen to evaluate the
technical feasibility of. Plan. Rioutyof concern.
that the- Cal;fornxa"?ower Pool~m;ght;pre£er it
since the" power would' come  from outside the U S.,
there was.no dxscussaonﬂof thls by XFAE with the
Calmfornza Power Pcol (Tr- 5739-5740). »,‘-ie

*fThe syndlcate of" banks f;nancmngﬂtheamexlco progectf
cwould-include- Bank™” of” Amerlcavas -lead bank and

@pocs;bly Merrxll, Bynch, Pmerce,ernnex and Smath
(Ner*;ll, Lynch). : rr._s74o 41) 5 PR

An Amerlcan company ent;tled IEA,(xnter-Amerzcan e

”?‘Energy Alrlance)would~contxactvw;thnthe sellexr; of”vuf'X
the-power, 'SDGSE 'as buyer,. and: would.negotxate with

banks, CFE, and ‘the" Mcxxcan governmcnt (Tr.;5817 o

It is deszrable for: SDG&B to«recelve a.return’ oncpower
purchased from Mexzco, the. probablllty that SDG&E would
pursue the Mexico progect 1s less,;f_no return% s
prov;ded (Tr 5743). o S
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-There~are-advantages S Pl&n R,‘;déludxng nore
“capacity’ o’ meet h:.ghcr marg,a.ns, mozre” flex:.b:.lmty
with capacaty’comxng on” Tine ‘earlier and ;n
smallex 1ncrements.h (Tr. 5695-96)“;w

o fatatm b o

v\t-— -..-M.-L ‘P""’ L

A "l

yOlnts rega*alug the_Meaxco pr03cc._, ,;Jw

1) UAS”a‘basist fort evalnatxon,lthe\planu(S) S
0T ﬂbu;lt~zn~Mexzco*would be ﬁunc;&o§§lly equ;valcnt
,tonEnclna : M(Ex' 1, p.”23)_ L

o ¢ ()“ S "L

" Witness™ Frank hougherty te t;fied;to the followxng

.,.45-«--‘ "" -

Itllsﬂpossxble to-bulld thc fmrstFBOO MW facxlmty
in’ Mexico by-December,“I982 ~iE the»yexlcan‘govezn-‘“‘
ment ls support,ve. J(Ex. 232;u 2 23)

)”"’Therource of ozr’for ‘the’ Mexlcaﬁ plant was'

assumed« to~be ozr*from'Mexlco sfstate-owned oal
cm@mw.w’ : PRI ,
The-capxtakwcoyt of*the xxst‘Mexmcan unxt wa,m .

S estimated at“$80Qﬂm# ~the "second. unit:at’ S703/KW :
and'the-th:rd amitiat $803/?WK“2€he dollars oezng I
vaIuecT in'the year 'of first opération.. (Ex.  275) .
L Uniti2 would*be cheaper as Lt.would not. lnclude I o
- costs assoc&ated*w&tthnltnl "£0%, land, ~some L
“engineering,”’ N el 3¢§) Lnflat;on andﬁth |
effect of" wnterest‘durmng construct;on would
result Ln h;gher costs for,Unmt e,

- ,“ v/u. e g R

-
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rvatlve‘asqymptlons
’ e o

"We selected conservatlve‘\a u%iwfo
~cap1tal~cost and-'for the ope rating o
¢ost, the ‘fuel, and O&M;, and. any;changes
~that,?§uch™as youTre, ailud;ng to.that:
the hzghfsulfur ozl oughx to beﬂprxced L
“Flower‘would tend“ ‘ : o

v '

I H"”
e;y trzqd to make usenﬁvery

Lor AL leaqgnconservatmve
assumptlons i PIan“R“”p : -
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."S¢o . that. \the d:Lrec-t::Lon of-change* would o
be toward lowering the price of- electr:.c::ty-..,h
PR W ~"".'G _'"*":-.ﬁ,.,..a ).Av » -

dql‘\ - ,'

IR LN

T "Q. “The donservative approach. that you T
e JSust; desexribed for Plan iRy did” you A -

o _‘;, also apply.-that ~a.uvpr:oalch“\-ck-zve-lw:p:.ng o
thevcap;tal 'cost foxmthe- MandeXe

-y :.\ X .‘ «t -“\-,f Y .J“ Fadnl ,.A,‘}\u Lomon A\':o :

(Tfaw5779-§780)

. . - U‘,ﬂ-v‘r(r“(:{_"l‘w .
Tn.me n.s ava:.l.able (under» Plam K. on: get~>'regulatory
approvals for transmission lines o ‘tiet :.n w:.th

,'”?SDG&E'S system- 2 {TE 5809)w0s . Twx

. v
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Comb:.ned cycle pla.nts weresnot, cons:.deredfor»

‘Mexico bhecause Mexico is- not: Eamigiartwith this.
type of plant (Tr. 5769- =70), and’ because comb:.ned
cycle.plants tend: to:be: ‘package” rdealsiand. Mexican

] equlpment (e-g p:.pe) cou:ld“notwbe use g C'._r::‘-w’577

o

1oy?““
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It was assumed th.at the Mexa.can oil. pr:.ce wou...dzbe:;~ '
escalated at, Ll0%.- “Pex, year: from’ albase pr:.ce Qf:-
$15.92 per barrel. in. 1980, which. represents a; 10% _
prema.um for-the Mexlcm oLl (T 145"776-7*7)“- th:x.s
T was done. desp:.te o e:Alughm(z-%) sul‘fur content of ', L

"‘Mexa.can Oil (Tx.: 5778-7'9‘), L, o -“_.T’"%?‘f*,."

. .Contacts. were. made: it UL S ﬁoob.Ieﬁa.‘nd“turbn.ne

vendors to ver:.fy the feas:.bn.ln.tywof ha:vn.ng the
first Mexican power plant. on Line by De_cember‘«l982
LEX. 232, , Py 23, DxXiww 5785) wolz )”? w0 '

b ,‘ "~
IRt A TR St .’".'"":*:( —"w-‘
o 5' v LU N i

, Alﬂzoﬁgh-:the first.Mexican’ plant‘ R assumed to

come” 'on- ling. :Ln"Decem.ber,.lssZ,uethe approx:x.mate
latest allowable date where resexve naxrgin’ crn.,ter:.a
would s£illy be» me't: isnlaten 1985.%0 ('I?r.*’iﬁ3 58'01.) L

‘A\" " -
AT S g

An.. express:.on of: ..mterebt' £rom” Me:-c::.coﬁwas“féqun.red“ 3
in’ February but could 'slip until. March in-oxder o

allow time_for:site- =selectioniand’choide. S£7an® “f“_f’ CL

arch:.tect—eng;.neex to meet the Decembex: 1982: date,
.. this Texpression ot s :.nte::cs "L.wasuaefn?néd‘ *a’s“‘“_ Eh

o - ‘.“,“,.,,-,'w;”
ra le:,tter £ rom. an appropu::.ate*\fgovemment':’“‘* R

off:.c:z.a.l in Mexico stating: that’ they i iAme s
...were, interested in:; pursuing’ the's progect‘ Y
‘and ‘wanted, iwould want to 'start' negotiations-

et

on all the necessary terms and cond:.t:fon‘s“to' 7_‘“"’.:","{‘ IR

make the. prOJect 9o forwaxd.:_ (T, 5802:
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V—Wixness Je_:x &eASt.4Paerwtest;fl d as to certaln“~

\ o - :
NeN o y R TediaTs) -z- Bl N"Wcu .“)"‘,1,’”0 ')
ey e P .

fmnancxal aspects of. the‘Mexﬁcan 3:03cct as follow ‘

' - rd" n .
""1‘-"‘ "\"\ \\ "('f, ‘\"L,’_"An' _.u,.f'.). n)-«l ™
wonn Sy s

) A k7, yearnamont;za:aon'perlod~to pay off the
loan forwthewﬁmrft“Wexzcanaplant(Tr.,5831
" EX..:267 . -Table ITT=2 . e “6320-21) ;. ‘the
amortization schedule is based on- everal
n~poteut1alwtypes.o£.£1nanc;ngvmnc1udlng
© suppliers credits and was doveloped.xn
dxscuss;ons:wmth'Bank“of‘Amermca;jnayments
L';;n the«schednlewshownwanEx Q6T TableﬁIII-
- are skewed towardiithet earlv»years;“but may be -

more evenly distributed in the final plan:(Tx: 6305)-'ﬂfj‘f~

thisnwould makeothe presentfvdiuc oL ¢ydnues”
requixed: J.owc...«.n.'fzs.t '{Kﬂi<£“Jf“'“‘3,”wv%
Summadthae (lUT=R ”“‘-"'-'.":’"' v
). Nb,d;fférence~xnvrlskoexlsts betweenJSDG&E s
P Lm~buylng sower: fxomOMexmc0hor bumldzng*a plan
o themselves (Tr. 5858) S ‘ B

. " e
-c"\f‘"’.’ i .,_/.,,.,.A‘C it \-Ale A’.J

T 008, debt £znancxn9;;s &ssumeaﬂ
ey RV ol s A

;IEA*~S'workmngAto,arrange~fundxng for“th P e
. -and, o, establish: aufin&nczﬁl‘synd;cate‘whmch Wlll‘“"\

ralse the money (mx.ysasg)*”j;bho ) fhu.

The term of thc loan.wxil Bet dﬁrectiy tmed to
the texrm of the Purckase power. contract. s;nce
~ultimately: the'supplmerSaof«the~£xnanq;ng wlll‘“
look £O SDG&ET ST creditiosi(Ty) “6“306;)“u HIC R

o m\'y-a, o v\ {_"."‘ n’ . ’“).g!.) :")X.CA "MO-L ‘-“’ _‘ .

provzdcd ln.Exh;blt 275wﬁmab1e~11 14 -(See“Appendlx BJ“}
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tlme of the letter ofﬂlnterest“from*Mexmco was shmfﬁed to
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KFAB’Pinancial~Ana;xsmsﬂgp 'L‘bgﬁc;i*mio“ﬁﬁtg:~

H‘v-n-p- :

oo e, s AETRXL LES: technxcal analysxs of“theavarlous*resource

4 e -

plans, KEAE performed xts ‘znanc1al analyshs;'wrhls“f nanclal

analys;s was. preceded by ay val;datxon offsnc&EAswplnaRCLal”'“-‘”

‘a souxce of funds. (Ex. 232, p< 45%~*The:treatmentwofwwofﬁxng

TN Wltnessvde St, Paerwstated under*cxoss-exam&natmon~ 

L TN # oy

that the i;gures Ln-the fmnancmal tables‘pxepaxedv

‘ {;F, andVS$GDCr1ter1a;
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A A ‘x s « 1;..,., WG ."” :
waswpemtted hexe.u,, Ay _' ,“»:u' w,‘«‘v‘lp Bormy ‘ ‘“ w‘* "
. A . . s . AT

plansp (Ex-m232,4‘p’. 46) 'rh:v..SJana ysms»assumed*that -_;SDG&D“""":T,‘ ‘
- o v T T ao
\requestedvrate 1ncreascs :;n" :.ts current‘ *

,.heme.rgency xate rel:.ef anola.cata.onv oy May-"l“ 19 78,3”‘5&133:3 :.ts i

- ...annua:L ratewa.ncreases"‘thereafter.' 2 -?-3'. :
232 suggest;.nq tbat CANALR: ""’compound ~e“1ec=tr1c "raté‘::’hmc*eas’es:‘“:f. 1"‘\

- oand, wannuaL compound’ a.nczeases ».Ln* operata.ng ~expen.>e<'“pex" & “’r“"

., kilowate ‘houx a::e'-lower» £or »Plan‘* 'F andJ“Pla.'ri"S th
R. However, M:: de ~St.:- Pae::, bothz ln 'f:est::mon“ |

.. and: subseo;uently A Exhibit 2'69) performed ‘a: pree-em:' vai‘t:e’ ” .
analys:.s; at-.a> 10% da.scoum::- z:'a.u,‘.:e‘w =fox’ﬂ revenues~ a:equa.red‘*’diider* s
all th.ree pla.xxs He-,concludecl that**whxle’ there we::;-e-'_f‘
in, certa:.n f:.nanc:.al paxamete::&”among» 'thev ca:seS* ‘z.n*‘dolla.r' -
numbersh ,these- da‘ferences wexeb :L'l :m~ percentage tcrms“ ‘“fﬂ -
He furthez; stated that the planm.ng aseumptn.onc'“used"*t:hemselvcs

had uncerta:x.ntn.es which - were at lea t as. great “* (Tm",’"v.‘fsféf_:’fé?) ,

e Mr.-,de St.wPaer 'then concluded thatf'w :.n look:.ng a.t oo

'w

n{a.’-

ir*’clos"
these plans. (‘I‘r. 5340) :
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T et de St. ‘Paexr aiso s;ated ohat debﬁ covérage¥
e e Lol

D o A

ratios are hmghex.undec Plan‘ thaqulanss buﬁ that both
represent s;gn;f;cant lmprovements,overuthe presenx sxtuatxon;"”

Page 47 of Exh1b1t5232 shows?substantxally lower

”‘“:‘ \\\\\ N el VLT \.« Mlaw"n& ‘

“[HUnder cross-f"
_‘.‘ i e ‘wl \n.\mm.‘.i"

v dm"make Rlan&%*”‘
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Jrequ;,ed under Plan S. Mx. de St ‘Paex. stated on ‘the’ record
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%hat it would thus be easier to sell stock from“Pl

. N g .
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.especlally under txght market: condmtlons.

A&)“ Unr:«h. l«‘;‘w.—’),p (.)»4 '\..} ,\H ) ‘y)’ imf

de~$t. Paexr’ sponsored several other exh;b;ts
durzng his testxmony as.follows.
;Ex.-262) SDG&E Proposed Plan CR w Whtklns)

267 Prepared Testmmony of Jerry M. de St
‘ Paer w.:-"'.a ,:. 'Avr";ﬁ b rw)* 14 O:: ob.nk:}-..) J_-»..w ,'.o‘a"/\

269 ”'Electrmc*Revenue CompagasonwAnaly31s L
Between Cases R, S, an& F (1977-86);_1
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:esolut;on of any. envxropmental_con'erns, and
timely PUC certmf;catmon; EEERIC :

~2)...SDGSE's retent;onmof*r

PRI

3) SDGSE's active. conduct of prel;m;naxy wo:k og'_
repowerlng ‘Station:Bn asaaﬁcontlngency“"“:“_‘.-

q.r. ‘Q ;,)..“_.
r NI RS 0 o hew
v},ru tu .

4) Joznt review by. SDG&E and ‘this Commxss;on of
SDG&E's financial and’ resource plan3~every
.Six months., (Lo allow: forfrcsponsx eness to
chang;ng cond;t;ons.u ' S
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‘*szé'hoﬁe here that theuERCDC>dmd¥§rant SDG&E a

R -3“‘ AL w‘ u
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made to the Callfornla Powex Pool but that he belxeved thatrﬁigfﬁ':“' | :
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project.
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zesolution of any envmronmental'
txmely PUC certzfmcatmonh.wd.

";SDG&E retent;onhof QO% ownershup,of"San
N?Cnofre Units 2; and> 3. “.“MT‘ e

SDG&E's-actlve conduct of prelmm;nary work on ,'
'“oontzngency ¥

e ~. Lise
‘,ﬂ»_”‘w tnt. M

Jo;nt'review by SDGSE and this Comm;ssmon of
SDG&E's financial and resource plans eve:y :
ws;x,months Lo allow for: respons;veness to T*
‘_uchangxng‘condxtxons. ks i
o Lot B0 o O
*fffwewnote‘ ere thatmthe.ERCDchdld’

Wa *.'ua W las i

Small Power'%iant Exemption fox 81lver Gate Un;tvzﬂon March l, o

W v i
A ",‘1 'u-.u

e e

1978 subject to the oondltlons¢

Ebshan RPIETOivieting ey
assure that the repowerxng of Unat 2.

. <
Goamrrohy i O DL

poes;ble futufenrepowerxng of: Unmts-a and-4'*"1t”should be

» e SO "
I RORNAY ey 'A'“J A """

noted"that KPAE :.nd:.cated under cross-exam.nut:.on that_ the

repower;ng of Unmts,a and 4 was,notza subject of“%helr study

B s UL e Ty ;).‘ ‘1"..‘4 0, I,kc.d Tom )")“""_ e

EAS N

and ‘the- ;ssue was“not~a§dressed dm thesemproceed’ngs

PV et j\" “‘"’:: ,:' (AR

certxfzcate applicat ;on for sllver Gate ”2 L. now before

. h ‘.. L1 “ r_"_. e _,),,‘;A.J o z‘.r,
e y._..'u.‘ )n‘ e )

this Cohm;ss;on.4 )
Regard;ng the six—month rev;ew process er.-KeLth

‘,.,_1‘.

- ”\--w“‘ .N - ! .;,.J..u-r.nu.u,
— ‘-imw S PRI . b\«_/ e 4»— ~ .

RS CHTNRD

-testlfled ﬁhat th;s was desxrable because of contxnulng

L
o ey \r. ‘(.\-—-\ ’\u _“‘ u“ OQ); A...\Ou \

uncertalnt;es regard;ng both the f;nanczng and’ resou:ceﬂ lans L

- o i, ;wu) .
TRRtLe 20 B L TR LN ‘~» ERETE A u"’“’“"' otk R
.

RG-S 5734) ‘and™ the chozce“of a demand forecast‘(Tr‘.S7091lo)
TH o Sednoaheds o

There were no reasons offered as’ to;why'%DG&E?w
v[ “""’Lt'.-v‘.ilﬁ. 1_;.);‘(:’ _'V‘_-‘"")un.l—l‘»)m 4".'“"' '

‘yu-.,

not retaln 20% ownersh;p oe SONGS 2‘and 3

ey |
h :.‘.Lw u.u -H.k..a‘v,_l X

NP

. L Q .- :
. . . . _.. ,i-..a o ».
ROAT g Pudobads,
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Plan R“- hecessa:y Coanthumub*“iJ“ﬁ

- r‘ﬂ-w

Y 3 _ [
1) Power purghased from‘hex;c must be*consmdered

“f;*m"‘power for Calafbcnxa power

ments. ‘ , ,
T, wj-';';‘j,\b‘::ﬁ" T -}“'Ji..abf-‘() 5
2) ol SﬁﬁEcderalnGovernmentubupportw

due“to ‘national cnergy pol¢cy.-
man andr GnLe 8 .Wt,« vd.
-~ m—-v»-r_',gu

. -
By g
n e o

3) “iTRe, f:.a:s.t siexican: nn:.tmust"-‘be"on SYine- y SR
“Dedember L, 1982. SDG&E-mustﬁexpedxtE“negotxatmons
- with' the. Government of.Nex;co.and.SDG&E,should»not'ﬁjx
.-be, reguired stoy obtaxn:a~€ert;ﬁichtemof'Publxc Con—;.f'
i venmence and Neccssmty for ;Eiﬁ nrqgcct. .
” A TERS YR ;? V‘:)" & ~"'F':‘ E AL ,_.'i-h'v - . B ,
IE) P SpGEE shoula. be permitted o make. a5"rea*ondb1%\e"”
it p;of;t"xon thc,oaleiofﬁMeﬁ "f?power” ” ’

[

.
-'\'.'.‘ 'l“iC\-“ fa b

jps ../.:.,u »~v’--

5) SDG&B.must assumegafiore&gn'e change‘
it Commlss;on st accept this. -

R
B e led -, \‘vr’w "Y& o&:b"«} '\O "H LVFJ&‘;"‘. s 4

‘Jé) ~SDGSE’ should obtain permits' necessarx to buzld @a
-transmission:linessystem tolthereast o mncrease

poollng capability, rcl;abml;ty, and - f;exlb;lat
- zn future plannmng.w§~>L»J'uﬂéwwxbux &“*?‘“f

. K R
"‘h'»..\.'." P.‘f

N SDG&E sfxotal sunkvcostsvfor»Sun&ese*t shouIdabe
“7 7 placéd in ‘plant held for future use:to the’ extentﬂm .
allowable .and,. thefxest>amortlze& ovér a“permod of

"f£ive 'to ten years.' ‘ . ' ST

.‘"IIMY'“V -‘:‘A:VJ ‘:_)Jur'-‘-" \,,‘.\.,

Pragaps

wom ok
‘Regardxng the "f;:m“ power 1ssue,

-

ERRLIY

testxfzed tha~ he belleved that there was a're ulrement 'n
L w*),.v ‘L "13;‘(‘”‘ 3‘ ' am...u

the Callfornza Powe%'Pool Agreemcnt&that‘certaln po

’ /'\ e
.r-\'ﬁ"-' ""- wamni :f’ﬂ'i.-: -JA’:«u-hﬂ-* /’*" ‘””‘"w ke bk d R

avaxlable to~the Pool and be consmdcred "f;rm

O et el ey A )Ju
Lomt n DIADALLD o o PrinTeY

o

consultatzon wnth “the Fedc xal Government.would behnecessarywto'

L r“‘\ ()"‘"‘" "'\:.)‘
h 4 wv’
me ey ey T s ST 2% :

oot

: determ;ne thls. He also 1nd1cated that KFAE,had not d;scussedgf "




':, v o
NAA‘ 1 " -

(Tr 6284 85)

e
I LN l‘.'.'»‘-‘

fy,,‘j r RPN

' Colston of‘SDG&E 1nd1cated that he had dlscussedxthe,MExlcog

an.r\*_ AUV O TS SR W Tra Tt

project w:th various members of\the Federal Government»and had

L §
: - PRI LR

rece;ved a fevorable response, ﬂ(Tr. 6285L o

"\“‘ N)
/«.‘ - -~

. Thc December 1, 1982 operatlonal date was d;scussed'

W o PR ”’ Eadlidiing

"on the record. KFAE wztness Ke;th lndlcated that L

N "? A ».-'-n

w

to be completed ln that Admlnlstratzon because there;canrbe~»

fha e o ™ v
BOTFWE S SO S R Vi

contlnuzty problems (Tr. 5719)

w2
hd " o, i

e -t -A...u A A -~

NP, \A'\',‘.J_w' T L "

W;tness Dougherry stated that be bell

>
e Va

feaszble wmth Mexlcan government support CEx.~232;mp. 23

RS TR ISRV BTG-S OIS

Tx. 5685 5802—03) but that.SDG&E couldﬁsu ta;n a. delay of

- _&,‘. o

L»m._.\': H"N“

untll 1985 if necessary. (Tr- 5801). Mr.rKelth”testlf“ed that

. l\l -A‘-"
SR Ly r YR LR \ Y - h w
L ""'""., e :

he-was not sure that a PUC certlflcate woul be requrred for%

. . et Ak
) s e Al Sa o :- vl o ,, L _“q_,,)' ),..,.a..e,«‘. it e
.‘,,_..‘ L - -

a Mexlcan plant but that thls should’ be looked 1nto:}s ltlf

T At e b W e Nl i \,\,{i’v !Ju‘ .r
[ SV U A S S AU Lo

'mlght cduse delay if requlred., , Foul oz

’ bt ML B ,-“.n,_
R A AL .nk./ RSO - Al

a reasonable proflt" on’ the sale of.Mexlcan‘power‘:

R T

J‘“ ‘\l,: w‘ ,'!n)«‘:-

(Tr. 5722). Mr. Kelth testlfled that'undezm: ;

, L\y) T ‘.' h..'f_-
ST S LR PV, L.

amount. of SDG&E s capeclty would be,assocaated,with.

DY lvm’-

‘w;., .



_:xc,

OII-4 - ga

o - ,, ‘-‘ﬁ s ,‘,,k, ,._p'u')_‘,,._ L,‘:) .&...3 .‘:w_,\'
power-quch does not prov;de earn;ngs and ‘that SDG&E s’ ﬁ;'_
: ":;:)w, DEwaLO: oL E LK -’vil‘,“’a
return’ xsweelculated‘on éhe sis of owned assets, not’
o, L A | Bluew ERGER AL I‘A:
purchasedpower'“ (Tr: 3621;22 5743)N‘ He argue& “thata’
| R @8RS SR
rcturn on purchase power woeld provrde an’ zncentrve to under-fff*
el Lamosnt vBLUT  palhTeped L ;

take"the~purehase pewe* 'angement and: that whzlthe hed

TR e

o

" A o )'.)-.. ,w-)-hu\ s nq‘/ t/c‘

ﬁo‘reasonwto~belreve”SDG&E needed ‘an. xncent;ve, helfel ;
Sl ey : AN ”m ‘UO’ '-r‘mww :
s“lnvestors‘drd*“*CTr- 5742)_ ‘ £elt: : -
“’"‘q' ' o 'k",J\-—-' il : J \.m.»"‘ OV‘.:...: .‘.) ~l it JJ"*“
lxkelv that SDG&E wourd go forward wrth the*Nex;covprOJect f”
5 s iy . 1’ .‘ o r’m,;u‘.b‘:.')""w h‘"“ ‘E‘_‘ \' ‘

wrthout such a*pro‘:t xncentlve. (Tr '5743)"

wﬁ.uv\’ Y

SDG&E subsequently”testrfied €hatﬂhe would‘hope that SDG&E

oy P A .
e e J«J\ R Eatu, m‘\pyﬂv 19

2 woulad eern“some profrt on ﬁhe sale of . electrrc‘energy”through
s Lo DA H Y L DA BIGRED
the- Mexlco~pr03ect but he dld.nothumw how thrs would be;
i '.'ZY.L; 2o Lo v L

proposed for vate-mak;ng purposes anq that sDG&gﬂhad notgﬁw’?
b e Al v np : n-wl'::a‘ 113‘_‘;"\,“‘ N MV(\("-J- I";“' B e N

pursued- the matter that ‘ar at presen€: (Tx. 7286)

. "ok v.l (-b ,"N‘L""
.- - "w" Vet ”‘)1""}.& _)‘v"ﬁv“ ;-:-'.‘3»« ?“)V” .\n Lﬁ W «uhw

v - The- transm;ssmon system to the East was-dzscussed
AN L0 =S0GE e .:Tw:m
i Wb ,,aawue 0 G ‘\.u_m, EUSEN

on the: ‘record by Mri”Ke;th of” KFAE (Tr. 5731—5732“andwby

_1 T

s “ e ¢,\ e ~..’-'!.JAA i

«M;“ Watk.ns of‘SDG&E’(Tr.-6239).“ Mr; Kerth argued that“thrs"

: :,x; BT ol gt
would~prov1de SDG&E wmth flexrbrlatyufor future .esource

% ‘,. 5 -," '-—, 4,~ R e o r'i”ill""‘. ¥ea Q ot *"JQ‘C/L

planning,;’ greater poolrng capabrlxty; and greater'reixabzlxty’
SRS s e S TR I Ty YD,
Mr. watk;ns 1nd1cated“that SDG&E would’ vzew&such an‘extensmo

',’f-“f’ e

BTN ey R N “u‘

favora.biy-. ‘ (‘I‘r 62'39)'“ RTI ,

,c,
.r’\lf('l' *"“])'\"l N

AT Regdrding'sunk eeste for Su

\~, o --_n;:r-) - ) "Q"\“ ”ﬁ-,‘)w

testlfxed that’these were rncluded.znk?AE s‘study
~W1tnessude S% Paer‘suboequeﬁtly“d

.m' b gt "')*"'”

had e treated*“* : c':c::*“ *5329-31) i 2

“2ie20e
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Plan § ~ Necessary Conditmong 29 no *

1)  Sundesert must be exempted from the 1976 z'n:.cril.ezzfr"c~
bn.lls." (Pub. Res. Code Secs. 25524 L a.nd 25524.2)

T ETOO Y I B .-J,«.u.

2)' 'SDG&B mﬁét f:.:l.e ‘And;~1:>rocecd, ‘with: 'a.ns‘ Appl:.catlon .
for Cert:.f:.ca:te (AFC)‘ :._n »a) th.me«ly xmanner befo::e the BRCDC., )

: - 3)~ .,..Thes, BRCDC 'mus't a.ccept the AI‘C: *.Eormrevxevr'
. . ..Aand,.complete; the! certa;:f:.ca;t:.onuprocess n.n
l&months. L ommiwtaeh Srelow i .

.. SDG&E; mu$t~ apply .forva. Ce.rt.xfncat’e ‘of Publ:.c )

-~ _Convenience, And-Necessity from>ithis’ COmm:.ssn.on
_--such: £hat: this is: obtamed‘*at the~ »same tzme the
. ERCDC AI-'C process.a.s completed;. B -

.y

£ rr-"-‘, ‘f_ ,;;’ _,v,m',, l_, f:"‘,n.;‘ .AL.U.,' (-‘r:\“‘ - A o .
The PUC must issue such a. cert:.f:.cate at the -
. same t:une ’tba.t the~d:‘.RCDC‘ approves t’hewAFC."'

‘I‘here was l:.t:tle d;scusba.on:"‘of 'these conda.“b:x.ons* Gn’
tha.s proceed:mg. % should be ,noted*'that"\the««ERCDc\? reccmnenczed
aga:.nst exempt:.on o,f”the Sundesert nucleax fac':. l':s.tyofronv thef'““

nuclea.r b:z.lls :m 1ts Maxch l‘;,:

on March,_ls,\_lsw. Ve _:;:--‘;:;‘". ar ‘:,‘p. gk w'_

A)u\.J",:‘.., KA L.,l.m‘vt MFLURIN Y

ERCDC S;te Certxfmqata.on ’by Apr:.l,.\.ﬁls'ISMandwa, 66 —month con

) struct;a.on and sta.rt—up schedule. (E

. 2
~.;-.-A~-.. R..-~quﬁ' o....,a -4 A.~~h—

_;.*_:-21_-_ -




% ,w“‘f .’7"-:"‘ ?‘“’,"ﬂ L'
.\.‘“,1‘_: ,..*;D oo ?mvu _';,;;r_ ) Cm.,m' e s ; :
“Likely| being the first AFC subm:.tted to SR
- the fEch,a'mmchedulwmed;~tedJ -byne mcn%:hs
SR ProPosed b.ere :z.s h:.ghlyuu:n “Jcetnyt- ,";;- _

.~they ERCDC, de:cn.dedmcxt: ~to«'tareecomme.nd‘ exempta.on
2 Ofy-Sundesent: fn:om*the“:lﬂ@-nuclear Pills. An-
:z.ts AB 1852 decn.saon -"f-I.‘;'_:_**cn: 3.

s:.nceg ERCDC regula,uons::and» @&-Warren-hlqua.st
s Act donoot: prov:.da»‘fm early? sitetwork it.is"
- unla.kely that;anys siter work' woulaﬂoccur beforc
Site Certification,: l*ead:.ng-» to another 6l, mont’-z
sl:.ppage in the- Sunctec-ert schec'iule. R

4.. 4 :L‘N:? ' u ...:‘i.uu" "‘-.. o4 n(.e,«. -.J .J;‘m- m‘\}q«

e SDG&E’ sponsoréé; “Rona“.l.a‘ W “Watki‘zi'sf:f

,,(., ‘».,,q

4 .\."-22'?
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. .Mexican pro;ect.rdsw,{:myuww~';' : ‘ L
Mr.fWathns presented Exhrb;t 261. JHe testrfled that he

nbelleved that'most utll;tles”have reserve margrns of lS'touZO%

;and that these:are. reasonable., He furtherbtestxfledmthat.

':SDG&E has temporar;ly abandoned lts crzter;a«formestablxshlng

'reservc margrns and. rs usxng a 10% rcqulrement"asja mln;mumr-"?

xange:of: 5 to 10% and that~thls shouldubenconsxdered: nwﬂu o

determlnrng reserve margmns (Ex. 261,‘Tr. 6240)

. [ P ! e
A o
L IAEPRR P oAk

w;tness WatkanJLndrcated that-SDG&B.supplled the

‘Opt;mzstzc cOnservarron~Eorecastu(AB 1852)~used byﬁxFAE.;nflrs

These'were present.znmExhlbLtm262~wh;ch was sunsequently-sponsored

“;by KFAE- Mr,\watk;ns sponsored Exhrbzt 263 wh;chApresents,V\
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the . oPtmst:.c“ Conserva.txon Forecast (AB

R
”A

"advantagcous fox the ratepayer. H:.e»«next;m chomcewwas the' plan

'

3N

[r ” v)-v ~ "4' ,v"rrj
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fétilities. COISton sazd that SDG&E has a contract for :'t'

$5 million with Bank of.Amerxca andrMerrmllwuLynch pendxng,tttf];fﬂﬁt,*,v

- wh o
N ety At « m., ;V\ ‘..».(,J PRrORas \. bv‘""'ﬁ’ _‘-O) VAT

contzngent onmrecelpt of a favorable express;onjoﬁwlnterest

[

from Mexlco CI:. 6276, 6283)»and~approval by;

of, Dzrectors-wqx‘.‘ R Tt |
SDG&E ﬁ;rst ﬁormally suggested Jown;»stud;es wmth~mffffjft

MGXLCQ in a letter from*Robe:t.Mo::ms,,SDG&E"xpres;dent,at.[‘f'

on March 9, 1978, and.was maxkedﬁzxﬁibit 266md~%,;g!7

would contract to sell the power.v He alSO«lndlcated‘

i RS IR 3',?:'\’ ek e ST Tevi A S e P
mlght be totally or partlally respons;ble for the engxneerxng Lo

e gt b \,,,Aw.: ‘.

eyt ’u) ,.'-"“
'“‘“"" MOeDes ¥ "'“'"““1’1-“ e “'_"‘J».*-J '!,fvl . O‘ .VJ IR

constéﬁctaon of’the plant or its superv;sxon; 7&Tr. 6281)

- - . i . ' ' ‘t N -.!r “ ’ e
B ‘f‘-"’r"\" s J By S AN ART ,,.4‘: P S SR Ao N*) "):J -, \.n T

‘N'W;thess Célston then stated that SDG&E‘would,preferf

T go buy only énergy from Mexzco but would ‘s

W ."' "
A”.A N R T J‘.... .,w'v‘ i

capaé;t& S£° denled the ab;lzty o bul d it s own| géheratmohi

i AR s
bt ﬁ‘:{,‘!c s
'

plant (Tr. 6282 6293, 6294).. Mr Coloton'aléé state

i = . l. rﬂ. e
—— - 71” ..:’_ "L.)h‘ M'."h‘ \N‘ w' ~

that” even zf Plan F or Plan (e g. Sundesertrzcameq nt be g
- . . s ':‘, xf_,‘ ('5”" N
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. e e T Tt B i vt LI A e
ol o Lmin :f' Lot U ~L«.-ud Fas ’

non o ¢ .

e

"‘We ':'L.k pursue: ?the *Mexz.co pro: ot -w:x.th ’“’"W GG
vigor regardless of which planiis adopft:edﬂ’tg ’
Sl :.u('l'::c. “6’.2-“‘8‘3% %EHD r~.~«;’~,*:uv..u i '*o 24 "‘N:x’“

,\

~'~,nr-\\ oy u,.v

SR

3: "

- '-f"("*

SDG&B o pursue- ~the~ Mex" 2% prog’ect" .‘.t*would‘ R by ,él'ef:.m.tlo

N-\Arll S
a

.ﬁr“626“5 )

become parﬁ" of! the- 'pool-:.ng agrecment*. ."‘*(‘I‘r

an g mte pnc
B By R

r---.m»

ry
rgy*

a.nd"‘th cag:ed&_'-* i

and w:.th* the Deparmenf 'of h ‘Ene at:"tﬁeyh:.ﬁd:.

A,

Comah T e - YRR A

FENT S‘»i.:.\.. n..'/f.ar\ A V] _..L w "J'-\ 1. W A A A i
‘ ‘ When asked if SDG&E would have gny contxo
SN LA Gy AR S e i N K IR
' ava;labxlaty of capac;ty or. energy and mazntenance s¢C el
] R -W“, . i ‘.J,r, "-"_\‘)4 i h:""""k,“"q“" ’l :" .,«\...uv unJ-.o-A‘ R B
o M. ColstoanALd these were poznts offcontgactua} negoti‘tlons.‘ff‘
; S u.,v.;.;'“w WRNCR vodd Lun PRI Sl stey LT RLOW B L D
N but tha.t SDG&B'S :.ntent:.on was to include. :.ncenta.ve for: keepa.ng o
S CUTRBAG MLG JLALAW DU RIS A.u\,:’*:cv' W B N 7 Ntk
fuel costs 1ow, avan.lab:.l:.ty h:.gh and maa.ntegance ‘prope;:»r‘l}(‘
GO LTIy AWS B L DLl 0 RGN N
perfomed. (‘I‘r., 6287) .
crowenl R L c.” & :‘\.q;-:_‘:.,u;rf,«‘




longer permod would be preferable, wh;ch.Mr deHStWMP ex‘

Y maiat m.'\.\..,‘.

1t was amortxzed, another eeuld be bu;lt.N He also”statedwthat :

-t w

be expected capacxty ﬁrom the f;xst‘plant moﬁbe avazlable under”' 

’)A“‘ w‘tud'««

cheaper becauseuN l) the faczllty_can beebu"'t”faste g

A e

wzth less 1n£latmon ;mpact, 2) Mexmco\haswflexzbillty'ln,theﬂ

Ry i.\w.—-\ o M

;prxce at whlch oxl 15 dellvexed to the

only buy.power from Mexlco ;f the energy”‘3~cheaperhthan“th

w PR ] o \‘w-—

-.s,.\

He adaed ,hat hc saw Sundesext as SDG&D s~onlywv1ablc[alternatzve‘ T

to the Nexzcan pla;t in., thessame t;me frame

SN R AP AN ! m VX ARN

e M. cOlston was, f;nally aoked«byxcounselﬂfo

Cohe e e N K -.t\&

‘,Comm;SSLOn how. ;ealmstmc—he felt it was‘:o\

e -.'

Mex;can pro:ect.% He,:epl;ed-‘

"The project schedule that we- have 1dent1£1e&,,u”“
is a very real project and it will, def;n;tely
will happen if thelPre51dent of Mexucowwantsawv
1t to happen.-' (Tr- 6289) K o
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,...,,.. e

g RS & IS Y
COMSS:LO"& Staf.g.w . “J,:."i'v-,"\'.'}'.:.uw' iR ..u» e «v‘ Wi ".}C. .ﬁ ,T“h

= - ,q.m.‘ e e o
Ea R The“Comm.ss on staff sponsored only one wn.tness, W:..x.l:.am

e -.whrv? y e ! «-y»‘uv ;;*»::;""“.f;"“""\"' V leu......‘.f'.' =

R. Seataed ‘ Stalder’ prevented‘ on exhn.b:Lt (Bx. 260) TR

- - --a‘-, i "rrv'uu (N»'\ '
Thrs ’exh::b:m:“ presents cr':z.ter:::a‘ for the developméné"'of

e w,4 wa-A g,"'-}z,ﬂnh'&vdk

costs* o“*Memcan power‘ x«rl'z*.u:hJ are o‘étn.m:iﬁs‘t:.d- "‘i‘ﬁffé’dﬁ'ﬁéd‘é‘? o the L

T o

admttedly “pessn;mz. st:.c‘ ‘assuxrptﬁbns’ "used‘ by'

4""" Mhgee’ I.VJ.m

s
KFAZ.. " It includes
e ' ‘ e

Lowex cap::t:al costs: ‘for’ mné‘fegcﬁ’.‘f:an- power ‘p émt ( .:-‘)

4

. )
n-«n“,‘ oy \'4 > o ﬁ,,‘k

K- ‘longer ‘amortn*.zatlon &:er:':od’ "’(‘25" years ‘: 'Exnd‘ ‘a “Iower cost of

::es:.dualw‘fuel o:.l"‘($16 4‘O/bb1" A '9'1932 esca’iata.ug at:.LO- perl

. (uf\'-ﬁ»n "(\f‘ .

yéaxr therea*"'ter) VD:. : Stalde:: sub.-,eﬁuent"ly reva.ew

¢! e u(v -~

\ .
calculat;onr} o:.f' ‘the"capa.tal costs o“"” the Mexn.can powe :

xxsd.ng the’ low end“ of the‘“‘rangc‘“ of* data p?cesented ‘by Mr

N ...(-,

Dougherty‘ ’of KFAE :.n‘“h:z.s ‘Bxh:.b t 275*“ '.l'ab.'l. ‘"rr 1.3““ :rha..,"

latter calculatn.on' result’ed’“ :.n ‘a. cap:.ta”l coét“ o‘fw:$657/mr

P 'vf\f"

Both of" these are below M:r:. ‘Dougherty s“'own ‘estn.&nate o S&OO/‘KW
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As noted sugra, there have been 4 days of hearxngs 1n

oo asy "“"i u.‘ A\v\. o ;\u m e

Off’i' These days'have focused largely on 1) the presentatlon f"

s £ Ay w; . . - ‘,.A‘,
¥ o * ("“ ;

of f;nd;ngs made'by Kelﬁh Feibuschs'hssocmate " EnglneersvaFAE)

,q .Q-y .-f -.,..A‘u(f “

in thezr analysis and val;datxon of re'burce plans fbr SDG&E, and

2) SDG&E's response to KFAE's Plans'R,ana S und a dxscusszon of

n-u"' ot .
\th

SDG&E s anolvement 1n negotzatlons'wat 'Mexlco to purchase pcwer-.f”vv_.

There'have been certa;n central themesqupen whzch attent;on has;f~¢*-"

the poss;bil;ty and feasib;lxty of SDG&E
;purchaszng s;gn;f;cant.amounts of. capac;ty‘

et

”;'an& energy frommMexmcofbegzhnlng ;n 1ate

w\’,\‘

esource plans wh;ch
h znclude one oz twoaunlts oﬁ Sundesert

the relatzve and|absolute'financ;alvaa-enf
‘b;lxty o£ :esource plans for SDG&E-. based

4q,~ L~ ".ﬂ"v _.'v -

;e‘the flexib;lx;y*and secur;ty in-

s these 1ssuesvherexon the basms of the
l.‘(+ a0 '» i wllo e
" - r(v

re°°rd't°'53tef' ACthnﬂbx the CaI;forn;a.Legxslature not to]“”ﬁ‘
: exempt the Sundesert facml;ty from.the“l?“sj"nuclear bllls

{P RMC._Sectlons 25524.lman¢z25524‘2),»orﬁIackmof uosatmve act;on

r‘ _,, .»-\.‘: .’4_" ...,-.) Jnn\‘} ) ,.,4 ‘.h-w‘ . uf\‘?, ,(\ G " =
by thenGovernment oque lco*coule-haveam~swbstantaal xmpacty*""

,rv - o»\‘ ) “4*4"}1"- )V

‘3the vmabxrmty of'the varmous optzon ey ‘;.¢l




L _fj. e The proposecl ;mrchase of capac:.tv from Mexzco by

s ,-«V n.*». ..u) )L s ,‘;_u" ﬂ.’.'} S

SDG&E as in KE‘AB s Plan.R, appears to ‘mve the. fn::>J.:l.«-:.»w;,,,.,ig “ﬁ

i
LT . .«.g\.) P s ‘wuu.’\‘ K N:....- o C\ .,}.. 114 -.,-«u.a‘.. ‘J)

desirable: attnbutes~ ‘

- : .
.~.n At i v.A SRt ‘.', .V.,P ‘T(‘.\‘ -«.-\ «m\J

Cn.. Even w:.th uome sl;.ppage n.n the schcdulev*f e
U EGE T ‘provide’ ‘SDGSE” w:.th cpower earl:.ervﬂ" .
cand in vmaller :.ncrements than,the MOSE= .
“discussed artemative. ‘source. ‘Sund’cf'ert“‘.“_.
o Ir appears that 2 two-yea.:: delayﬁ, for the . .
Y £irst um.t could‘ e accomodated :.f‘ e
neces*ary. This flexz.b:.ln.ty secms Amport

r‘w:\‘,ﬁ R

PQ
a.-;.t given: all the uncerta:.nt:.eq aqso’c‘i“a.ted L
pxesen_t : utilityvr:.p&bannfing. = l\ N :
AT (e X IRTOCT D5 \

Ve PR
-t -Hu»&‘m » L R ] .
T -{"\ Thopon s, f'-' ,- - l "'

,_,f?{cgqrc'fdﬁ‘.%g:‘.’ftom,‘the KE’A‘E f:.nanc:.al analys:ns
“the Mexico option requa. es,, substant;ally -
less -external’ f:.nanc:.ng ‘and“sale of’ common

_stock ,;z.n the 1978-86 t:.me frame than Plan s or'f

~‘4. o A

*thn coupled w:Lth t‘he rccommended htrans-f ’
.mission l:.nkage to the Dast, th:.s plan’
‘ r ;_.versa:“ty ani grea.ter rel:.aba.l:.ty
) ;j, of supp‘l:y for‘ °D€&E"- o

"
v iU
\ J cr -.-»u a8 ,,\-. u»« . !

mented‘ as proposed " wh::.ch. .a\\ll parta.es seem
- cons:.ae:: preferable to 10% margin :.f
the’ \aclde& cost’ burdcn is” ot too great.
) _KFAE_ did not pcrfoxm an. analys:.s of the co.‘t
"of ‘the’ add:t:.onal 5% reserve margn.n dinoo
 Plan R, but. 2 brief .rev:.ew of “their preﬂent
value ana‘ly..,:.s suggest° that :.t :.c' ‘ot

SDG&E s ‘mce‘Presa.dent» COlston» .hasundh.cated
- on the record 23 .;trong commmtment on the pa;:t

Mexican - ca.pac:.ty and/o,r.‘ ene ngf‘ i

A hw.Aml‘ﬁ ,-ku(,-....wﬂ*l L&
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dom:and growth progectn.oxis for Ba.ja. Calz.f- :
ormia (the proposed s:.te) prov:rde« an.
_indication that, at.least for the’ period

. over.which: the:debt: is.amoxtized, the power

- would: be: committed .tor SDGSE. Furthemmore,

- we: £rust: that: SDGSE,” Bank ‘Of: America,

'Merr:.ll Lynch et' al" would“ :not enter :.nto

such-a’ venture w:.thout conf:.dence and

g substantn.ve assurances &a.t the power w:.ll

" be prov:.ded to SDG&B who- w:.:LJ. pay off the
debt by purchas:.ng it. '

‘“v‘.«“\ ‘-

purcha,se of ?capac:.ty from Mex:.co.-"fu:;“], o

R purchase mustv be of capaclty, not: just
.energy, . toﬁmake Mex:.can. power a v:.able

o } element of a: resourcewplan.

SDG&B must ‘have assurances r{ preferably a
substantial measure oOf" control spelled out .
. in the purchase contract. it. negot:xates o
, that th Mex:.can plant (s) w:.ll be. operated’
L relxably and with an.adequate capacity .
L factor,pand ‘that.maintenance-will be’ sched—
. uledrat times. which downotw ‘coincide’ wzth
e t:.mes of Lpeak“ demand“byw SDG&E cu tomers.

- power from Mex:.co muét "no ‘ost nore. tha.n
the price at. wha.ch SDG&E could produce it ‘
:.tself tak:.ng ::.nto acoount the problems of
SDGSE ‘bringing :uts own plant on: la.ne dur:.ng ol
the same time frame. Substant:.al n.ncent:.ves
must be prov:.ded in. the purchase contract‘ t
keep przces down .

The: letter from the. Mex:.can Government o
(Ex. 266), while expressa.ng :.nterest at th'
level of the’ Pres:.dent ‘of: Mex:.co, is not a
statement of :z.ntent to proceed with, the

proaect :r.t ra.ther n.nxt:xates;? "a ser:.es of




he : R
Looonaimonan i no qu 2Em oEm '
stu&ies and analyoe andﬂsays that upon
‘ thelx” completlonaSDG&E s,p:oposed pro;ect
, wmll‘be consmdbred"'i;' o
wHIVOTE (ekin, SOnohay wns) I o ‘
SJ““‘The m;lestonef”proposc&’by“KFAE and :
by secondedfby*SDG&E's ‘witness’ Colston 1nc¢ude
--agreementhﬁnwprxncaple»by Apzil l, 1978
e and sehe agtualzs signingof aiwcont tract
_ﬁby , August: lnsl918mw1thff1nanc1nq comm;t—-
ments. beg;nnlngmonMScptember Ls1978.
Ry our'understaﬁalng that ¥his: schedule
= Cmust be’followed ALYLYT élosely 1nvqxdcr
RE AR intrease” assurance” that 1t will 5o
conmpleted: andt brought on-13%e, w;th all
due speed. It therefore" appears that .
consmdexableﬂand,;mmedzatebprogress mnst
be made in further negotiations among the ‘ﬂ; 
.parties, (SDG&E,ﬁzﬂAqﬁtbc fznanc;a4~synd¢ﬁ4y-vn
“Ccate; the' Government of Mexico) . inm .oxderi £o -
. have cons?rucﬂﬁgq beg;n byﬁJanuary 1 1979.3 .
).".4 g At Th i e X
't Wewairetfuxthier ConcernedanoRt: recexv&ng
assurances: thaty thewsecondotWOQWexlcam
units will be built as. they*would be

- agxeedwtoﬂafter»thewfzrstwpaant ;su
‘ undemay»q ¥ -\,w gm

"
b e
i e ...w... ,J .u.-vn

-t -n. “yn ’y ,‘»\-. -4(:'; '" " ‘
capacx y”‘romUMexlco AS only avaxlable

ing’ the-amortization” Qermod of the.loan

o and ‘TEothis 1s~on1y~1n*the*range of 15- 17
Si. Years, :SDGEErmust begint ‘planning. early for
-;newwpowcr toibe availablefinvthe time framc
followmng ~terminationiofsthesMexican: con- '
tracts that SDG&E can finance without: .~ . ..
requ;rxng extraordlnary rat 'relmef £rom;*
thls‘cOmm;semon. SR S

b g
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sPlans S and P -

the Sundesert facxlaty- Y&an F, whalevpreferred‘by'SDG&E

et
5 "\Aw

ancludes 2 units-at Sun&esert whzle the ERCDC s Deceﬁber 21

1977 NOI decas;on only approved.the‘firs% unlt.

d;-.,d - . : w"-w "\ W B
- e e
SN ”,, e LT A

‘decisaon also GAIy approved ‘a one-thard sharevln the-pro:ect.‘a

=,
- .‘ ROt i
Va e t' ‘d K

for SDG&E unless the company could demonstrateAthat at‘could

'.',.’(‘4 . ‘fl,,u.v

£rom this Cdmission- {We,willjdiscuss:thispfimancialiviabila:

B! Y /,‘-w--"-‘.,,.

Calafornaa State Legaslatﬁre from the 1976 "nuclear balls"

Do sE 0 oy oy ' T PR e “r 3 N.L». 'L
i ~‘~_4,g,..,~ A L e b d e e &)A hup‘« -«n- + oo E e

”The ERCDC recommehéed aga;nst such. aa exempt;on in ats

) Vi W - o
NI SR ’\

AB'1852'decision. whc State»Senate—subsequently approved

A Lt PR R v e Sl ‘;'\".'- PN T Ul TN b TP S

. s 2
nh‘.o\.a mV ’!..n.n.-m

o, exemptxon for Sundesert under SB, 1015. but the State Assem-f'

'.;r,..- \J.J.Iq o ibaty g“.,.,: bt ]

would appear +o severely hamper’SDG&EWsw Ians‘to'proceed wmﬁh

.lmﬂ"ﬂf’ﬁ(‘“ﬂ fl""f)

theJSundesert*prdject;. of~course, receapt of‘sudh an empt;on'ffa

"
¢.- “'u’}"\r [ ("‘('"- iln“
u P o . 3 % ! v
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magor fanancaal and other dbstacles.y
Tamang is an Lssue wath Plan F‘af,
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L e uL M.\- NRFLSVINPA o o )d &'J,“‘OP‘ et

ln.kely_,_ Sjundesert Um.t 1 :.s delayed by a.year.,,oz' or;.._ i :nt ﬂc_p e

':_ LY. L..u'u.u,.}.f ~\- RN




OII-4 = 2B/ ga'i.,

:]_

-

v e A A A

margm mnmum w;th, J.a.ttle« ease ..hereaf terr. fnm::_themoxe"

f;nanceal vxabzlztv of both Plansﬁsiahdfﬁ depends o:aSOVGS;z and

---}‘N;.wm)'\..rlu - - e

"3 comang on-lzne on time to-expand SDG &E 'S rate base~by

IOV QzAT i TRuL :::*w.,r,;vo-*cer, .mo f'o..:,.z:,u.. ‘
half billion dollars. Slzppage in the" SONGS schedulewwlll result
Swe orfy . omiooxods Huiaseono’ s hovenggs »’mﬁ'ﬁ,\Ou-A.L ‘

:ui éemands upon - ratcpayers .foz: add:x.t...onal" revenue requ:.rements.

N Y
AT I 'ﬁ(v‘gﬂ’\(*v,. \'Nl"“""o"'*‘ l’)'\"d

= \“ 'J‘Lastly; both Plan%”%yahd F”m

.

reserve ma::g:.n*and'“ thus~ are" qomcwhat”‘ :.nflex

schedul:.ng s.'l.:..ppage

of one un;t at’ Sundesert and 300 MW?xn‘

u\.‘lb.‘-.anf" P - =

for a bﬂgher (20%) reserve margmn (Exhxblt 263) ‘However,rno‘e?

= ™
. bd‘m.n WL Ty '-\./' Rt 'A'-J,kvm) M ..u,).'-.t o wodaid

‘.:.nanc:.al analys:.s was. avaa.lable to detemne whethe"\ this plan
L NOLICIaRe ro'~»m;¢m;_hzr‘~e~¢~wrwoeu~ “3ﬂ",§

was fz.nahcn.ally v:.able for SDG&E.

- .-'m."’
k--.wﬂl P ..‘,.. * 1Y

P
R us«\.,. JJ‘”N . J-.r»!i\.r’w.m e

F:.nanc:.n “ang " Costs £o Rategayers |

- ...» [CSEI Y b
R -'rhcre wa's cons:«.dcrable d’a.scussn.on. of ﬂue relat:.ve and

'a.bsolutem..n.nanca.a,r v:.a’ba.’ 'lbf"P‘lans~’ w}?’ '“5" d ‘s;.f ' . X:é’”'aéﬁ'érted

.evaluat:.on cr:.ters.a.,., ,Wb.:x.le .hese,cr;.\t

e e et Al A N

to be reasonable, KFAE's 4’:.nanc:.al anal

AR ECIGRY ”‘L'“'4 fof o Rt --_"C AN .'.,.n T o ) . “ Jv\..-.u. Wrat xSt ) |
would ::ecea.ve by May l, 1978 a.ll m:s reques ed rate rel:.ed:‘ :m
' '-« ploeTeds '..‘.JLr.JD o LA ,..»C:“J:)' M.»(';.,....... .A.CIU. S

the e-mergency rate request (Appl:.cata.on Nos. 55627-»9 “‘w:.th’_ - -

eyt Y "'7‘\" T y . ow"'ﬂ*‘_}. S ».:u vﬂmgkmdv R ‘

wh:..ch “this oIIr has been :.dated and the full ::equest :z.n e

n'i— n

SDG&E‘s new general rate~ case‘ (NOI 3} by J‘anua::y 3
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is uncér axn whethex’ the Comm;ss;on wlll lssue a decms;on~by

Januaxy L, 1979 Ln NOI 3. The Comm;ss;on has not yet 1ssued a_“

‘:decxszon on»thenrehearlngwof Applxcatloanosd"55627 _5562&

andussszg,, o=t should.be&noted that\SDG&E earned xts~auﬁhor1zed;ﬁf

‘rate of return Ln 1976 and-exceede& ut54au€horizedf eturn,mn

wthat thexe: w;ll*be nondelaywbetween«the 2
time SDGLE incurs ;ncreasea rate base . _f
s e L andoperatingicoststandtirate relzef,ﬁlfe- pa
' ;nstantaneous ratemak;ng.Jf,_ o :
St m VAT e il s oy Suoclh It 2. L3S G
2. that SDGSE's common stock will sell at e
.oriabovesbookivalueiandstheleffective ““‘,N§H)‘
interest cost of bonds will be 9% during .
the pcr;od 1979-1986.“:30»~Vvd “51?“'"4 e

i o W
e na\d—. o Ay

‘u !

Impl;ed in. the Comm;ssxon SJrecently*adopﬁed ’”“'“ﬂhfl

regulatory lag., program Ls that each»utxi;ty 1s#cxpected to

flle applxcatlons forwgeneralorate relmafmthhhno greatergda

frequency than‘every tw0wyears;‘ Due tc the;r capmta1~1ntens;ve ‘Hn‘-V~-7

“' RS
‘natuxes, however, Plans S and o would rcqu;re the COmm;ssmon'to e

i

et s .

PRI

mgrant substantzal genezal rate relxefcxo San,Dlego ’nueach\and

every forecasted»year Based on\xhzsvfact alone4~91

I ,....,M..l bt e = IR

o ; .‘ wtw:‘r ;") ‘ﬂc"‘"fQ“\-rﬂ'
S are~1nfeas ble‘from”a ratemakang standpo;nt.wf 5 3‘"
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‘SDG&E .ouxs ve. add;tzonalwequltyﬂcapmtal under favorable
| T A S T o e Yot GRS R e SRS O AT CIIEG") i

terms dnring the balancegof“lSYSJNWWeAzndlcated‘1n przor

~ £ 4 o
- L,F'...ﬂ Yy ') o 'U " f.t.)..l m\J(..tb

decxs*ons our concern about the abml;ty of SDG&E to £Lnance

: Ty fon
. 4.-.‘).- ,.-.JW P olrgch "Oh"n.c':-’ ARG Ry Wb J.f:l' ]

any. new elect:xcalagenezatxng capac;tyvconsxstmng'offa smngle

: £ e C e e e B
= .-'.:.::J i ol m.‘\.aqv’ﬂ u../t."ob- - Qo :’ﬁa-.‘u- Wk Aagi T

large unxt ana cautloned SDG&Echatamttmayﬁnot,be"provxded
with rat eﬁlncreases~solely¢fo:wthat purposf*—‘;
‘because theqcapxtal~cosrs ofuconstructloﬁ”

St ’ v
Py - v~
GG T \.. it u‘v’ "‘VJ .,Lf,ﬁv

[t \,vr's'cw)j oo

Iaview 'of both'the econom;c advanﬁage of mafhtalning

reasonable rate levels and flnanc;a;rconstxa;n¢s,On“”5¢_-*

raising capitalt-fox construct;on, i€ Is ‘essential that:
SDGSE: restricts new facilities to. the. m&nxmum necessary
to provide adequate’ service. - Rcductxon in' reservg.-,_
margins can prudently be made if SDGSE: and ‘the- other-
California electric: ut;lxt;es wxll expand onmutual -

assistance arrangements'.and further utmlzze.zntert;esﬁ{{w"

. e .
. '




" A

' '.-o. *I""
‘ ’-’\"P‘ ..,‘ ).,4 e v ke

ST A u'*erv 1.—-} e ‘—d’.‘wH‘

h‘not SDG&E when the- Mexlcan power plant’becomes

R Cei b g e sy »,;,Ju." oy
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\Qper§txonal the costs wxl’ be the subject oﬂ~ECAC - oh,hqulfV"v

ar - < “ .’i\.-n
COATTVOT DSOS DD .1)‘yq

. prqcecdzngs- “cacyprocedures providemﬁoxmrecovcry~ofdpur~

N

,chased power: costs on a eemz—annual bas;s and ut:iize““a”balan—'”

cung'account>whmch*ailows-SDG&“ to> ecover”doxlar fbr dollar

128 "‘" "u’\.v"‘\: l' wf'.‘J.‘ -hmo‘-(h W’(“",b‘(‘
1ts“costo‘-Therefore, the r;sxs of' txme delayq in" recognxzzng
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o ‘._...«*C‘—J-. P St O:} ,u .-ﬂ.._"‘nl\'«‘ ] wkkm, o

1ncreased c6 é% wouldlbe m;nxmzzed under Plan R.w\
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he ablllty of SDGSE to'sell its stock at or abovc
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bodk value is *nfluenced by many~factors beyond the“cqntrolrof
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ly 90% of xts book value. Thls is"the’ h;gheot ma;ket{

e, re
PR -Awan‘ \.,.A e

ratxo for SDG&E s~common stockﬁsanceT197zﬂ,~IfiLn~the future_the
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number'of shares than hhat fOrecasted'“'Thms'wbuia résult“;n
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well as\xncreas;ng SDG&E 'S dlvrdend requ;rements. Thls woula
ot "ﬂ‘* F 'r!“ :,")....;u»“ ""': "“ i .“4-7-"'.:"‘,./ R ,.uf.’\lf. “"\Jﬁ
;mpact on the’ company s alreudy tenuous forecasted casha

g RRE f.u a-,:,‘_.__o:’nw

position. - Plan’ R offerswless rlsk of allutlon and reductron ;n

oy e v mw,»,,w oy E
'.‘-_'to“‘. J.S:‘suednls R

substantlally les

KRKB also assumes.that the,effect;ve cost“oﬁfbonds to :}o ﬁf\‘”

- . ity

/4“

SDG&E‘w1ll rema;n at 9% throughout the'entxreﬂforecast perrod

T .-‘

(1979 86) :f the cost of debt rzses s;gnmficantly above‘thrs
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eI et T ST T .40-" W

level, SDG&E would Have greater drffmculty ln both plucxng'the

awe B o . i
Aur s/ -..‘»(:: w(-.« v. hi.m,‘ H ‘th :

bonds and meetmng forecasted 1nterest coverage requlrements, ;,~
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- Plan R-would prov;de greatér m&égzh‘of coverage than ‘eithex: Plun f,jg,'*~

,“ ' S

.

Ihls Commrssmon has tradltﬁonally‘aurhoruzedrp:°spectva,_«- N

\

_rates wh;ch allow; but“do”nou guaranteé,ﬂtho uxrl;ty anﬁopportunrty ‘

A P et n ,}.1-...:".

to earn 1ts authorrzed rate of return.t A real possmbxlzty SO
| "-Commlssmon s
. R ;v_ . ¢ju-'l‘uu¢(/ ) \‘?:)hy o |\'/‘"""“O""‘ A iy e AR
regulatory latrtude will cease to exrst.L Plan R PIOVEdeo&th¢f , 

. . Mo M MY wr“” '
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-greatest degree of flexibxllty for both the Comm;sSion and SDG&B.

b
lp o wum'r-, - P o 7"‘ “

L Plan Ry - based strmctlywon*‘rnancrai an&“ratemak;ng consmderations,

'-of ers the best assurancc that SDG&E[wlll~bci

deV1ate £rom lts long cstubllshedxregulatory pract;ces.;
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of. thc th::ée plans under: d:s.ffe::cnt assx.j.mpt:.ons ::ega.rd:._‘
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"eln.e..- However, our: analys:.s of the recor

shows that-

. : -
anal e T :
'-"‘» L S \,J., ,..\ DR PO DU J..'n, e _u.)a .-~v‘n \QA‘-A\‘-«P

a. ' Plan R requires. one-third le5° exte:mal
Lo creelifinancing andionly ! about Y60y SF 'the“"‘s.nc‘:ease
in common . stock: requ:.red by Plans S and, «F et
These Yfactors wounld always make > *Plan“‘R‘“’“ e
favorable under no::mal .capital maxket: - L
uncertalnty_ N ," o ...J-.JU.LD(‘I.» . ):»’\\‘-‘)(‘! e .‘\Ll‘.AJ,’.A..u B

o Plans "S:-andm? &-bm.ng ‘"very ~cap:m:al :.ntens.wc,
;mJ.:Lu.xeqm.re:*subStant“:.alx«ann‘ue.l rate. rela.ef

to maintain desirable. financial ratlos, L Vm“
o makingitiem a.’n.:ﬁeasa.bro. undcm “t:hc Com..a.s.,n.on s
: 'aaoptcd“:::a-temakmg »v:ra.c“-n.ce o EREa

‘ Plan R prov:.de"‘far.,less rn.ch ‘o’ J.nvesto:s

R than: Plan: Frow:S i ‘P‘lans:‘ “and SV :.nvcstors
o putiaprlargeranobntsiiof ‘Capital  over: ‘the ‘con~ ey
struction period for.Sundesertiwhich are not:
recoverable until the uncertainl. date ‘when. thc
plant is) oPeratn.onal. ‘With Plan ®;. SDG&E puts
no cap.ztal at risk in advance: of" rece:.pt of o
power from Mexico. Furthérmoxe, once’ the' SR

Mexican -facilities are ‘operationaly,: all costs’
would be recovered scm:z.—annually through”"ECAC,'
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w1th xts balancmng account, m;nlmlzzng the"
risk of time delays: .and assur;ng dollar ‘
for dollar rec exy, s

s e e,
,.,,*,,,C i s -

" time frame contemplated Plan R lb the}on;y reaource”plan«pze-ffg“

or ;s ROt completedflnwthc

alternatzve.‘ o e §
B i Even ;f one or both un;ts of,Sundesertfqggﬁq"

Thus,rlmmedlate pu:sulukgfﬁméxﬂcaﬁ°['”7”
o \)., . P hateald v . L [ "."," R

| capaczty Qoﬁlo Stlll be des;rable.

0 e - il t“v.; A
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8. Comparlson of! the varxous est;mates fo:q

parable costs for the constructl nrof KFAE s Plankghwhen.con-;' 

D “
v o ,__, : . .
I NN RTINS R . ‘
o "‘v'v“' ~'_,4,,~‘-:./..u t‘;;' T '

“trasted thh comparablc cost est;mates for R;ans Fwandmswlead.

& ‘
. Ted mOLTRAmNGD and a Suwdels

DT R .«-l

to the conclusion'that‘if the proposed Mexucan plantﬁwere“

! -ty « g . ).~ *wim !
T FNNASEI B W il S

constructed w:th;n the range of costs., ln the record toydate,N ‘

] e ]
S, ek " ,_,g,.‘.,»4~A

g PR _A

‘such costs would be reasonable., c1early3more detaxledwestmmates”ﬁ“

. b2 Petda oo e
J.. o et ‘_- "y IO ,,t:.\.vydv '_ j il i

ity o

muss awamt the outcome of jOlnt studxes;between gD'&B_and the
Goverhment of MQXICO as noted xn the lette; oftMarcg' ‘

..—.'.ﬁ
DGl L

(Exh:z.blt 256)
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9. SDG&E is comm;tted to pursuxt O,

[ e it 4\ o WS - uua-l
3 o [N
. p..........-u«: - .
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lo. fhe Government of Mexaco has exp ed,;nterestmman

-

pursu;ng the'Mex;co progect but Qts‘madevno”forma

,‘“. o ’-. -
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could be °°mPlet¢d'§nd'Operat;onal by the end off*” r
1982 ..v-, T T . v

: o Wy,
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2.

hegotxatxons among SDG&B, "IEA,. f;uanc;al partmes, and

wie ‘-vw,y -y g W )
e To R e '..*10 S

. &*
‘Government*o"Mex;co must be _mmedmatelv accelerated aﬁd solmd

-

: if'
o -».(v \'JJJ ‘-.-u.ql 'J.J (10../ »JN\./V
xf»the~f;rstVProposedwmexlcan uuzt is. to‘be onfllne by the end of
l982,_ I

», .
'f.n.y"oJ T hn. "‘\..“Y.
Byl

..L ...Aw

Ths s“appears to requ*:c an agreement ;n prmnc;ple thhmn
. “‘Jvn‘ud’u‘n.a
two to elght weeks from the date of th;s order”

Cand eqmmencement
A "" 1\"""“\&. ='3f‘i0 Q"w L
Seon struct;on‘by January, l979. _

. e b DTS fﬁﬁif‘ ?f”“'&“ﬁ“
.w_l3. e SetunT prmce per k;lowatt ho

gl vxﬁigdpk?cv S ‘“:BL bagk
-stﬁll»undcr-ncgotiatxon and

is: Comm;ss;on would st;ll have'to
5.4 f'(., \.-\“")\-)l "‘\.. .haf--:o::c b ”\-'\’&" ”"‘"’..J'.;Cvﬁ,":} ‘

w»-\-,n
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I3
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." . -‘.f""‘-""\“v"' “’_“‘, »\_-;‘ v‘ql,d‘.i" ‘Av
~ the sale"of eower’purchased fiom Mex;co, thlswls an’ extraordlnary»
‘ - ‘w"’""“.-“ oy j l

andwurprecedented request and'mus

{ ixbei Sn e nued .,,.1;)4
t be given all- due analy 3

4', .n r*'\j‘ -

g
YRR n‘..q ﬁ'HJO
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of«- bulld;ng x” transﬁ;ss;én lzne syetem'to the Axlzon“fborder a
proposed by KFAE, ;nclud;ng lmproved relmabllltv,

% ! o, 75,
- ‘-‘n»,-\ -yrv ’ L. Yo7 H .
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16. Rapld act;on ms aes;rable]oﬁ the part of”th:s Comnms*on
- - “"f“ y/)'\- . A()

f’,'unrw um -Mv

the

ux- purchasedvfrom,Mexuco
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13'3DG&E'S‘App11catmon for a»Cextlflcate of Publlc Convenience’ an
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Necessxty'for“thc repowex;ng of Smlver Gate Unmt 2 and‘by part;es
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provzdxng'fhe approprlate envzxonmental pexmits_fqr thm pro:ec
ey m o '/‘m” :
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"#g;? repowerlng Stati'n |
3. pool;ng or purchase’optlonsrmade
available by the proposed trans- -
m;ss&on lzne-ta Arizona W= .pfi-u

v
Fae AL Ay LRI Pt ’JJ.»A‘ f.l..

Furthermore, we' expect tbe recor& to{bevexpanded in Phase II to

A ]

.;,q i .J‘ o ..Mu

Intermounta;n Power Pro;ect (IPPY.

- v.. s..u-u"ul‘; o

F— weln P pite
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19. The sem;-annual rev;ew-of SDG&B s resou;ce and flnanclale'

Ly o
-t DS o ...“ . ol K A".‘ u,u..m-np-lu I

plans seems reasonable~g;"en*the"unceftamn§§’surroundxng these

plans and-should” *consxdered“by thls‘éomml551on for SDG&E.;

RGN S e VSR

'uwzof In ‘view of'thg above*fxndxnge”f'heIComm;sszon would be

*
A oa et e e .L-u _,\Y .,,:«.4.-

actlng lmprudently on bghalf oﬁ

¢

‘.

the. company that cont;nued~expéh&1tures*on the Sundesert facmllty

A operatlonal..
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Sundesert prOJect’resultxng from.th;s order-wzl be*consxde‘
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in SDG&E's next general rate case (NOI 3>:
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the‘ratepayers lf ;t d;d not*advmseg '"""
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LT IS ORDERED that-,

= : g
I S IO YA ey .._‘V..«u “e«\ ‘V).Og_} %! 1‘
e :

ﬁHﬁgdfﬁ‘wlﬂ; Sap D-ego gag and‘flect:;q,Companyrsnallmpursuc wmth

;ncruased cffort xts ne

- n’ou D \I- il =

capacity subject tgathc.‘ollow;ng condzt;onsq~f U" _
a) that the’ punch%sehpowe: conmwact contazn
the following in’ order tolachleve an; accept—‘
able cabaczry,ﬁac Lo g uw¢*°¢¢rf
1D Danpeota v +-'*‘: waliove R ERREE
provasions £orpanvacceptable ma;n—‘ ‘
tenancd sehédule and for aud;tlng S
theﬂma;n*enaqpe o es;nbllsh,conmpgﬁ“wxgmfel'
- ‘formance with the “schedule. -
oo ""m"i..d@uﬂ SN hr‘$£¥JALUTOC :wﬁ,“ﬂoﬁ,
Xi)™” provmsions,for ‘design’ and\opcxatzon_,w
o O o th@ facml*ty.xnmo:degwbu wdmmanamwxv
' '”acceptable *elzabilxty.: - e

“,x_,‘.

RIS e woivos Douno-imon oo

that the" cost of Mexléhn ﬁg%cr be‘%easonablc A

~Mwﬁww,and that,uho contract contamnmgncent;ves-~mu"w"
- "$0 maintain d redsonabre price. -In:ithis: :

. xespect, SDG&E would,bavewto,xecenve—ultgm&.qw
approval £from. €this’ Commission as: to the gust-
pess-and reasonableness, . of «the,cost;: of: powex
purchased from Mex;co under. the: fznal contract.k‘
e ‘\,W A M““ ',. ”0 \u{n‘.«\)rdnccrnw-'_“ln BN ‘,‘ .
thht“cvcry cffbrt 58 Fade % o have at least . oo
the.f;rstuMexxcan,un;twon—lmnewrﬂa NI ¢~03 ol
by the end of 1982. . This will
xequ;xe,cons&dcrablewand,;mm@dxateiprogresswﬂ

““’1n ‘further negotiations- -among: the’ partxes S
~“,.‘re¢ult;ngnxn an. -agreement (in - :mncx emWLthlnw'W-‘
T twe” o elght weeks from “the ate o sxgn;ng ot,}
this oxder -and,, thcwcommenccmentcoﬁuponstru o
txoa by January l, 1979._3___ : REO

" W - 1 byt gy (O
2 fatoud Sy AL ~0 File 3% O-M‘A - O AT BT 'm
.

SDG&E éhall keep the. COmm;solon regularly 1nformed of'

‘.‘1:“ . re :.L” m)-r‘ f -LQ,@;{ ‘:‘/UU "’”‘”“"ubc"m.«_. g
the progress of 1ts negotlatmons, ;nclud;ng all mllestones;i‘

"‘;.'; :I‘fm "J

” i w»wvl ! ,.,

in Exh:.b.;.t 275, _'I'a.ble ‘:f-lf.’ |
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3. SDG&E shall commence dzscussrons wmth the members

S s " A Nt e
-*._,-. _..v... 1.‘...4 - -_ , b i "\"w w

.he Celx‘o nia Power Pool tordetermmne theaacceptabllxtyxof@f;f"

capacr y purchased from_Mexzco as‘"fzrm" power-

Craded wdadt oy X IR

._ﬁé}{ SDG&EAshall contrnuc d;scuss;ons thh the.Federal

Energy Regu atory Commlssmon (FERC);“
Adm;n;stratlon, and other approprmate agencmeeregardlng’

addztdonel perm;ts requrred for.. ;mplementet;on,of;

i «\. . ..v,-».ﬁ_-'., s.-J-u ELRTR

pro:ec:t.f; : PR SR NG

JQ;F? SDG&E shall contlnue‘to:analyze~andupursue¢the concept

\\'u - LR T Rah Al b

burld-ng a transmessron lxne system.to the‘Ar;zoua*borderwas;‘

LJ\J

geothermal development plans 1n accordance wzth thls, SDG&B“jfffu ”

shall lee sem;-annual reports w1th th;s Comm;ssmon commencxng

June 30, 1978 as to its gecthermal development efforts-;.;f"‘"

7. SDG&E shall subm;t to the Commrss;on staff a proposed"fs\

procedure for the revrew of 1ts resource and flnancx'l:plan _
semd-annually or on some other permcdrc bas;svwlth1n~45 days?(
of the date of thxs order.{\ | “‘:'_ d*_ "wud“ i

8; ' SDG&B shall present to the Commzssron an updated _
analyszs of the advantages, drsadvantagcs, costs, and status
of progress regard;ng the repowcrzng of Srlver Gate Unrts 3
and 4, South Bay and Statzon B w;th;n 90 days of the date ofx

this dec;szon.- The Comm;ssmon w1ll look rntOrthese alternatlvesq
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9. SDG&E §h ll'flle anJ‘ncccssary bt bplemeﬂ;al data :ar”*

\ h.) l‘. ", o IL) a C 1 : ‘.;
the~ cousmdc:atmon o“sunk costq reIatea to s a‘ a:

esert rpsult ng.
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Ch;ckerxnb & Grego-y, by C‘Hayden Amos and X
- ©Allan’J. Thompson,- Attorneys. at Law,-and . o . 0
-~ John H.~WQy, for San Dzego#G s & Dlect:xc‘_g‘k~”

Company. : :

John W. Witt, City. Attorncy,.by WlllLan S.,
Shaffran, Deputy City: Attorney ney, ~fory heu
C:ty of san Dicgo; Etta Gail Hexbach and:
.Charles J. Mackres, Attorneys aﬁ.Law,wﬁor; :
the Department of: Defense, "on behalf .of thei.
consumer interests of all. Pcde:al Execut@v o
Agencics; Allen. B. Wagner, Attornev at Lam .
for Unxvers;ty‘of’c£1xf33nla, Glen o S

-Sullivan, Attorney at Law, “for® CaImEornia
Farm Bureau Federation; David. X-\Durumn b
- .and.Eric Stern, for Caleorn;a*?ub&a@z'

. Interest Resecarch Group of San Diego- B
County; George Gilmoux,. andﬁJohnathom-,,.g
-Blees, by Cynthia Mblendy,"or the”
California Energy Resources. uonservatmon,
-andiDevelopment Commission: and’Morrison s
‘Foerster, by T. Bruce Dodge,. Attorneyi o

ot JLawy for Keith Feibusch Associates:

" Engineers, interested partlcs.::j‘~-.‘
Rufus J.. Thaycr and Walter.H..: KQSSinCkm‘uﬁeﬂh-ﬂ R
S At:orneys at Law, fbr the Ccmm;ssxon sta f,gE_
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A. 55627; A.. 55628 A. 55629
D. 88697 . & . L
Commiseiouer‘Richard~D;7Greveile'

Commissionex Claire T. Dedrick:

-

we dn.ssent.,. :

we quote from the majorlty opmnxon?
"Qrdexr R<4genmng Proceedlng

¥

its. current fxnancxal needs- The order stated that the Comm;ss;on

forecasts and sales.

OIX No. 4, an lnvestlgatron Lnto the future resource plans'””“

of SDG&B, was 1ssued concurrently‘wmth the order reoPen;ng BT
Applxcatrons Nos. 55627, et al.

OII No. 4 was heard on_a common
record w1th the reopened applmcat;on proceedrng.

Public he&rlng in the consolldated proceed;ngs was held'"'”””

before Adm;nlstratlve Law Judge Mallory ;n San Dlego onZJanuary724vr" ‘]
25, 26, a.nd 27, February 15, 16 and za, and March 1, G,\andy'v?“, 1973. SR

(M:meo pages 2 and 3 )"

To clarm that OII No. 4 and the reopened rate proceedlng”

can, or should, be treated separately zn the face of“the*abov
language is absurd-_ .




A. 55627; A. 556287 A. 55629
D. 88697 o

San Drego Gas and Electrmc Company (SDG&E) bas pleaded
that it w;ll be unable to frnance on: October 31 19782'absent

addltnonal rate relxef.‘ They do so ln the face of a;mnd—lQ??

decxsmon that allowed a 13 percent return on equ;tyvnnd ha resulted

to date in earnrngs above~tbe level authorlzed.‘ Its abrlmty, :

1nterest coverage to Lssue $30 mrllxon]wortb of preferred o
stock in February of 1978 and approxzmatelyv$50 mnllxon

of debt, together wrth a $30 mdlllon sale:'f ‘d_‘w S
stock, 1n Apr;l of 1978. Its rnterest coverage wmll,;le.‘"”'{

u'ldequ&te J.nto ml.d-y&ar (Majorxty Oplnl S “‘

("...
.

Findings 7 and 8“b£;thefh'”'ﬁ" o
f?i Thms proceed;ng was reopened to consrder‘
the need fox addltzonal revenues to prov;de the requrred f;?“:HH
two—t.mes int erest coverage precedent to tbe Lssuance
of $50 mrllmon of flrst mortgage'bonds Ln October 1973.,J[
58- SDG&E agrees that if the sale and lenseback
. of Encina 5 is. successfully concluded nnd that the trnnsfer
takes place on or- about November l, 197& the proposed :
lssuance of SSO mrllmon f;rst mortgage bonds in. October 1;f1

1978 wnll not be necessary.e

e
e
it
o
L
1

l

and 10 11 percent return on common egu;ty.; Th;s ls the company '

whose mnnagement has some $100 mrlllon 1nvested ln Sundeser

4;'




55627; A. 55628; A. 55629
88697 - e

A

‘and whlch is a ma;or partxc;paut in San Onofre Un;ts 2 andf3 e
to the tune of approxxmately $210 m;llmon. What the Comm;ss;onVﬂ

done today once more pulls SDG&E‘s chestnuts from the fzre“

a@ewnere the responsxbxllty of management commences and ends?{fjﬁjg‘ |

We, as a regulato:y body,can only prov;de a benefmczal atmosphere‘ﬁf;jff*

for the regulated ut;llty.. Th;s we have certaxniy ione.for

SDG&E'on nore than oue occasmon. xts shareholders‘and‘the“

f;nanczal cOmmunLty, 1n lxght of such 2 favcrable atmosphere, must\jﬂ?fﬂvc

theu lcok £o manegement.fcrgpicpet,acticu“7]we?cénuOEﬁc3n£f  _?H"”'*

“\_- M‘", \7"‘)
:

The abort;ve decis;ou ln OII No. 4 held todaA

San Franc;sco, cal;fornxa R
Aprxl ll, 1978 ' a




