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Decision No. 89449 OCT 3 1978 

BEFORE, THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the MAtter of the Application ) 
of SAN DIEGO GAS & ELECTRIC ~ 
COMPANY for Authority to Increase 
its Rates and Charges for 
Electric, Gas and St eam Service. 

) 

Application No. 58067 
(F'iled May 15, 1978) 

I ' 

(See Appendix A for appearances.) 

INTERIM OPINION AND ORDER 

H-10 

On August 24~ 1978~ the City of San Diego (City) filed a 
Motion for an Immediate Partial General Rate Reduction in this 
proceeding until such time as San Diego Gas & Electric Company (SDG&E) 
esta.blishes a Supply Adjustment Mechanism (SAM) balancing account 

4It on the ground that the record shows that SDG&E is currently earning 
an overall rate of return above that level authorized by the 
Commission .. 

City alleges that SDG&E is enjoying huge profits from gas 
sales to its electric department (G-54 sales) in excess of the 
quantities estimated by the conpany and the staff for 1978 and 1979. 
City further alleges that although the Commission issued Decision 
No. 88835 in Case No .. 10261, requiring the establishment of an 
~ balancing account beeween June 1, 1978, and no later than 
January 1, 1979, SDG&E has chosen November 1, 1978' as the establish­
ment date of its ~ balancing account. City requests a partial 
general rate reduc~ion until such ~ime as ~ becomes effective 
for SDG&E since such windfall profits in the inter~ period cannot 
be recovered at a later date. 

SDG&E filed a response to City's motion on September 6~ 
1978.' SDG&E request's that the motion be denied for the following" , 
reasons: 
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1. The issue raised by City has been previously 
resolved by the Commission; 

2. City's motion is procedurally defective; 
3. City's motion is tmproperly filed in Application 

No. 58067; and 
4. City's motion fails to acknowledge that 

ratemaking is prospeetive in nature. 
SDG&E argues that the action requested by City would 

constitute retroactive ratemaking as City is seeking a reduction of 
future rates based solely upon the level of past rates of return or 
one element of operations without further inquiry. It is not 
necessary to discuss or to decide the retroactive ratemaking issue 
raised by SDG&E, since we a.re of 'the opinion that the staff recom­
mendation constitutes a more reasonable means of resolving the problem 
of excessive earnings fr~ interdepartmental sales than a rate 
reduction .. 

The Commission staff filed a statement of position with 
respect to City's motion on September 6, 1978. The staff agrees with 
the City ehat SDG&E is currently earning in excess, of the 9.67 
percent rate of return authorized in Decision No .. 88697 d,ue to 
availability of larger than expected quantities of natural gas for 
interdepartmental sales. The staff recommends that a better solution 
to the problem of an excessive rate of return would be to order 
SDG&E to establish fmmediately an SAM balancing account pursuant to 
Decision No. 88835, instead of waiting until November 1, 1978.. The 
staff suggests that iumediate implemen,'tation of the SAM procedure 
would ensure that the utility does not reap any "windfall" profits 
from interdepar~ental sales and at the same time protect the utility 
should it suffer a sudden downwarc:', fluctuation in gas supply .. 
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The cst~blishmcnt of t:he boL:mcing .lccounc 01"1. Octobe'.t' 15, , 
1978 will not couse ha'.t'm to SDG&E. It mDy~ in fact, be a benefic, 
l.J'n::.t.C if availoble gas volumes suddenly declined in October, r.:Lthc't' 

than in November .as now cscimaceci by SDC&E? SDG&E would be 
pro::cccccl, 

SDG&E states chat t:his is t:hc improper p':'ocecciing in 
which :0 direct the establishment of ~n SA~ balancing account prior 
1.0 J<:lnu.lry I. 1979. However, SDC&E overlooks chnt SA..'1. was <lcviscd 
':;lS a ra::cln.lking tool with the revenue rcquircmencs of g.lS utilities 
in ~i~c in view of fluccua:ing gas availability. It i~ an ongoing 
ratemaking mcchan~sm, In our recent Decision No. 89202, A?plication 
No. 57636 Sou:h.ern California C.:lS Company. , ... c autho:-izcd .:l r:J.te 
~.ncrc.:lse condi cioned upon the es t.lb lishmcnc of ~m SAM o.:J.lancing 

~ccoun: prior to January 1, 1979. All we do ~y this decision is 
order :hc cs tabl ishment: of .:m SA-v. b.:l1.:Hl.cing ~ccount in lieu of a 
possible r.lte reduction. In so doing we use SN1 as a r:J.tcm~king 
cool in the procedural conccxt of a gcn~ral race proceeding (~S was 
done in Decision No. 89202). This app'.t'oach is reasonable in that 
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. 
SDG&E's response to City's rllotion allegcc that the 

, motion is procedurally defective in that it chollenges the 
reasonableness of ~ utility's rate, which should be done in 

H-10 
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a complaint proceeding pu~suant to Section 1702 of the Public 
Utilities Codo. Th~t contention overlooks the fact th~t the 
issue was raised by a party ton general rate proceed~ng in which: 
the reasonableness of .all applic.'lnt '.$ rates have been placecl 
in issue. Ordinarily, we are reluctant to adjuzt rates bcfo~c 
completion o! a genoral r~te proceeding; that is why it is more 
desirable D..."ld reasonable to d~rect th~ establishment of ttn. SJu"'<'r 
balancing account rather than entertain and proceed with a 
possible rate rcd~ction. 

The staff·s recom~end~tion would involve only a minor 
change of '~iming in the establishment by SDG&E of its SAM 
balallcing account, ~ requirement already imposed upon SDC&l 
by Decision No. $883$, d~.ted r.by 16, 1978, in Case No. l0261 • 

. _ .. _ ..• 
Inctead of ~n effective date of November 1, 197e, os p!'"oposod 

I 

by SDG&E, the follow-ing order r~quires the e~tablishmcnt' or SDC&Z's 
S~v. balancing ~ccount on October 15, 197$. By this means, sun~~ry 

ro.te reductio:'l.s o.re avoided, ·...,hile at the same time, SDG&S is 
p~evented rro~ earning in excess of its authorized rotc or 
:oturn. We beliovo this is a reasonablo and equitable way to 
ba1anco the interests of the investor and the consumer .. 

,I', 
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Findings 
1. SDC&E may be earning in excess of its authorized 

rate of return of 9.67 percent. 
2. The primary reason for any excess SDC&E earnings is 

the unexpec~ed availability of large quantities of natural gas 
for interdepartmental sales. 

3. The establishment of an SAM bala~cing account, prior 
to the date proposed by SDG&E, will preven~ SDG&E from reaping 
the benefits of any excessive earnings frou interdepartmental 
sales, and will at the same ~ime protect SDG&E from losses 
occasioned by a sudden downward fluctuation in gas supply. 

4. The staff recommendation for immediate implementation 
of the SAM balancing account is reasonable when modified to 
re~uire implementation no later than October 15, 1978. 

5. In order to direct SDG&E to estab1~~sh its SAM balancing 
account no later than October 15, 1978, th~ effective date of 
this order should be the date hereof. 
Conclusions 

1. The motion of the City for an immediate partial general 
rate reduction should be denied. 

2. SDG&E should be ordered to establish its SAM balancing 
account no later than October 15, 1978. 

IT IS ORDERED that: 
1. The motion of the City of San Diego for an immediate 

partial general rate reduction is denied. 
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2. San Diego Gas & Electric Company shall fil~ under 
General Order No. 96-A, a revised Advice Letter Filing 
implementing a Supply Adjustment Mechanism balancing account 
effective on October 1;, 1978, or earlier. 

The effective date of this order is the date hereof. 
Dated at __ .;::Sa;;;:::i.ll::..:,.F'ran:.::.e::;:u.e:;;;:;:.::..o ___ , california, t.his htiL 

day of __ OC_T_OB.;;..;.;E;.;.;.R __ , 1975. ";). 

J ._.tt.el..... ~f~~ l.V"tN:U -.n ..... ~ ·.heSl.den1: 

~. 

~ 
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APPENDIX A 

LIST OF APPEARANCES 

Applicant: Gordon Pearce, Stethen A. Edwards, and Jeffrey Lee Guttero, 
Attorneys at Law, and John • woy, for san Diego Gas & Electric 
Company. 

Interested Parties: John H. Witt, City Attorney, by William S. 
Shaffran, Deputy City Attorney, and Chett T. Chew,-for the City of 
San Dl.ego; Graham and James, Boris H. LakUsta, and David J. 
Marchant, by Byde Clawson, Attorney at taw, for California Hotel 
and Motel Association and Western Mobilehome Association; 
Christopher Ellison, Attorney at Law, for California Energy 
to~ssl.on; w~rr~am L. Knecht, Attorney at Law, for california 
Association of Otility Shareholders; Earl R. Samale and William E. 
Marx, Attorney at Law, for Southern call.fornl.a Eison Company; 
Eric Stern, for california Public Interest ResearehGroup; Thomas s. 
Knox, Attorney at Law, for California Retailers Association; 
Jeaiine M. Baubx, Attorney at Law, for California Farm. Bureau 
Federation; Ph~lip R. Mann, Attorney at Law, for P. ~ Mann, 
Consultants; thomas J. var~o, for Federal Executive Agencies; 
Dr. Edward J. ~euner, forimself; Etta Gail Herbach, Attorney at 
taw, for Consumer Interes.t of All Federal Executive AgenCies; and 
David X. Durkin and Fritjof Thygeson, for San Diego Energy 
coal lot loon. 

Commission Staff: MaKe' Carlos, Rufus G. Thayer, and Maxine C. Dremann, 
Attorneys at law, enneth R. chew, and Bruce M. De Berry. 


