Decision No. SI8S7 - BN 161979
BEFCRE THE PUBLIC UTILITIES COMMISSION QF THE STATE OF CaAL

In the Matter of the Application
of SAN DIEGO GAS & ELECIRIC
COMPANY for Authority to Increase Application No. 58067

its Rates and Charges for Electxic, (Filed May 15, 1978)
Gas and Steam Service.

A.? plication No. 55627
iled April 16, 1975).

And Related Matters. Appli.cation No. 55628
(Filed Apr:.l 16, 1975)

App licati.on No. 55629
(Filed April 16, 1975)

(See Decision:NG. 89449 for- appearamces.)

INTERIM ORDER ON MOTION
FOR PARTIAL GENERAL RATE INCREASE

San Diego Gas & Electric Company (SDG&E) filed a motion on

Cctober 31, 1978 requesting partial gemeral rate relief in the amount
of $59.9 million for the combined electric, gas, and steam departments
effective Jamuary L, 1979 based upon 1979 test year results of
operations. SDG&E alleges that the granting of such relief in a timely
manner will provide SDG&E with tke amount necessary to enable it to
maintaic 2 minimum degree of finanmcial integrity im 1979. SDGE&E further
alleges that it is clear from the record in this proceedimg that it will
not achieve its last autaorized-rates of return of 9.67 percent for elecr,:-ic.
and gas operations (Decision No. 88697) and 9.50 percent for steam
operations (Decision No. 87639) in 1979 without substamtial rate:xelief
commencing Januwary 1, 1979. '

X SDG&E's application was tendered umder the Com:.ssion'

_ . Regulatory lag Plan adopted by Resolution No. A~4693 dated July 6,
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1977. SDG&E filed its Notice of Imtent (NOI 3) on Jamuary 23, 1973 which
was supplemented by a £iling on February 14, 1978 containing some
revisions to the materials tendered in the initial £filing. NOI 3 was
accepted on Maxrch 8, 1978 with the sapplication being subsequently f£iled
on May 15, 1978.

Pursuant to the Regulatory lag Plan a prebearing conference
was held in Sen Diego on May 26, 1978, with hearings for public witness
_testimony being held on Jume 13 and 14, 1978 in San Diego before
Administrative Law Judge Tomita. SDG&E's presentation began on
Aagust 1, 1978 with 45 days of hearings on the evidentiary phase of tais
proceeding. The matter was submitted om November 21, 1978 subject to
the £iling of late~filed exhibitc and the £iling of concurrent opening
briefs on December 26, 1978 and concurrent closing driefs on Jamuary 1ll,
1979. '

Complete showings om all issues were presented by SDG&E and
the Commission staff. In addition, rate design testimony and exhibits
were cubmitted by California Retailers Association (CRA) and the
Federal Executive Agencies (Federal Agencies) and rate of return
testimony and exhibits by the Califormia Association of Utility Share-
holders (CAUS). These parties, as well as the city of Sam Diego (City),
San Diego Emergy Coalition, and Califoxrnia Farm Bureau participated
through extensive cross-examination of the various witnesses.

Position of the Parties
On Motion for Partial Genmeral Fate Relief

General

Arguments on SDG&E's motion for partial gemeral rate relief
were heard on November 21, 1978. Statements of position were presented
by SDG&E, the Commission staff, City, Federal Agencies, and CRA.
SDGSE's Position

In £filing its motion for partial general rate relief, SDG&E
relies on the following language contained on page 41 of Decision
No. 88697 dated April 1ll, 1978 relating to the reopemed proceedings in
Applications Nos. 55627, 55628, and 55629:

"In the event that the f£inal rate adjustments
resulting from the proceeding im NOI 3 are mot

-2e
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effective on or before Januery 1, 1979, partial
relief will be considered in that pzocéeding."

SDG&E alleges that in determining the appropriate level of rate relief
for 1978, the Commission specifically contemplated that additiomal rate
relief would be forthcoming on or before Jamuary 1, 1979 in NOI 3
(Application No. 58067).

SDGSE contends that under the Regulatory Lag Plan, a final
decision is not contemplated umtil May 1979; therefore, it was necessary
for SDG&E to file its motiom for partial general zate relief since it
was evident from-the zecord in this proceeding that SDGLE would mot be
able to earn the last authorized rates of return for its several
departnents in 1979 without substamtial rate relief beginning January 1,
1979. (The staff estimates a 7.57 percent return for the combined \//

departments and the coupany a 3.05 percent return for test year 1979 at
present rates.) '

Of the $95.5 million total increase in rates requested in

this application, SDG&Z, in its motion, seeks partial gemeral rate relief .
of $59.9 million based om the followinzg:

Million
Dollaxrs

Revenue increase based on staff
recommended 10.l4 percent rate
of return and PUC staff basis of
revenues, expenses, and rate
base revised for known charges

In addition to the $40.7% million,
SDG&E requests that the revenue
effects of the following
additional items be recognized
and authorized in the decision for
partial gemeral rate relief:

a. Inclusion of Sundesert
site related costs and
the unamortized balance
of non-site related
costs in rate base

Fuel expenses for sales
to the Department of
Water Resources (DWR)
in excess of purchases
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¢. Reversal of staff wage and
productivity adjustments L.

Additional Revenues
Requested 19.

Total Partial General Rate Relief 59.

*The $40.7 millior figure in the motion was revised
downward to $3:69 million by SDGEZ based on further staff
adjustment to rate base disallowing Sundesert site
costs included in plant held for future use,

.l.__‘}'"

SDG&E,. in requesting $59.9 million iz partial general rate
relief, states in its motion that both staff and company cost of capital
witnesses have supported the concept of beginming rate relief as soon
as possible and in sufficient amounts. SDG&E further alleges that
failure to gramt sufficient partial rate relief would xesult in
fluctuations in its earnings anc would adversely affect its ability to
finance in 1979 and 1980 both as to cost and ability to issue securities.

SDG&E argues that the Commission must not be deceived by the
good earnings experienced by the company through September 1978 as these
results were due to 521 million of G-54 profits (Sales to Electric
Department) representing mearly S50 percent of total earmings, beihg
flowed through to earnings which no longer will be available effective
October 15, 1978 with the implementation of a Supply Adjustment
Mechanism (SAM) balancing account as of that date.

SDG&E argues that it is proper in this proceeding to grant
partial rate relief using the 10.l4 percent rate of return recommended
by the staff in this proceeding, as no other party had put in affirmative

Tt ssmpd e vmaar

 evidence supporting ‘any lowe¥ Tate of return ratnér thad using ‘the’

last authorized rate of return or return on commen equity used in other
situations where the staff's rate of return recommendation was not the

lowest. Using the 10.l1L percent rate of return together with the staffl
estimated revenues, expenses, and rate vase figures for test year 1979,
SDC&E argues » revenue increase of 336.9 million would be required.

SDG&LE further argues that its rate of return witness nas
testiflied that a $34-37 million increase for 1979 would not be sufficient
t0 enable it to meet its coverage requirements for its second issue

of debt offering late in 1979 and make a common Stocxk issue
-4-
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scheduled for mid-1979 difficult. It would, however, be able to sell
the first bond issue scheduled in 1979 because the coupany could reach
back and use historical earmings to support such issue.

Considering the inadequacy of rate relief under tne minimum
standards using last authorized returm on equity or by adoption of staff
recommended rate of return in this proceeding, SDG&E requests additional
revenues in the amount of $19.2 million. SDRE argues that the $L.L
million requested to offset DWR sales in excess of purchases is justified
by the Commission!s allowance for similar expemses to Pacific Gas and
Electric Company in Decision No. 89316 dated September 6, 1978. Om
disallowancecof staff wage and productivity adjustments amounting to some
$4.3 million, SDG&E takes the position that the Commission has often
allowed recovery of the full anmual effects of a wage increase in the
test year and that the productivity adjustment proposed by the staff
results in a double pemalty to the company.

. SDG&E argued strongly for imclusioncof the Sundesert site
related costs and the unamortized balance of the nom-site related costs
in rate base. SDG&E argues that this issue,as well as the previous
two issues, was thoroughly developed in this proceeding with all parties
having an adequate opportunity to cross-examine witnesses and to offer
affirmative evidence and that the Commission could address these issues
in the decision for partial gemeral rate relief. .

SDG&E, in its motion for expeditious determination of the propexr
ratemaking treatment to be accorded the Sundesert expenditures filed
on October 10, 1978, has alleged that umtil the ratemaking treatment

£for these expenditures are resolved it will not be able to obtain a

qualified opinion from its independent auditors because of the significant
number of dollars which are being deferred on its books. SDGLE axgues
that inclusion of the revemue effects of the Sundesert expenditures in
this proceeding, togethexr with the other previously mentioned items,
will emable SDG&E to obtain sufficient revenues begimming Jemuary 1,
1979 to meet the minimm fivancial critexrion for 1979.

SDG&E states that it has fully demonstrated that its actiozs

in regard to the Sundesert Nuclear Project were prudent and certainly
not contested by staff witnesses as being imprudent.

-5-
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Position of the Commission Staff

The Commission staff takes a dual position on SDG&E's motion
for partial general rate relief. The Legal Division opposes the motiom,
whereas the Operations and Finance Divisions indicate that they have no
objection to granting a partial general rate relief under certain
conditions.

Legal Division opposes the granting of the motion on the
ground that: (a) Under the Regulatory Lag Plan such motion is
premature; (b) there is no necessity for such relief at this time; and
(¢c) SDGSE is request;ing rate treatment of fouz: items in its motioxn
which are contested issues.

The Operutions Division and the Firance Division do mot oppose
SDGSE's request for partial rate relief based on Conclusion No. 2 in
Decision No. 88697. The two divisions reccmmend that 4if the Commissiom
authorizes a partial rate increase,it should be based on an updated
9.95 pexcent rate of return which produces the 13 percent return on
common equity authorized in Decision No. 88697 and by use of staff's
test yeaxr 1979 estimates of revemues, expenses, and rate base.

City of San Diego's Position

City opposes the motion for pertial general rate relief based
on SDG&E's current level of earxnings which exceed the return authorized
in Decision No. 88697. <City further argues that although the profits
of the G-54 sales will no longer be flowed through to earnings after
October 15, 1978, conversely, the full effects of the $15.2 million
increase granted in April 1978 will not be fully reflected in 12 months’
ended earning figures until Maxch 1979. City also argues similar to
the Commission's Legal Division that partial gemeral rate relief umder
the Regulatory lag Plan should be considered only if the decision draft
appears not to be available prior to 10 months from the date of f£iling
of the application.

City further argues that SDG&E has a histoxy of coming before
the Commission under the guise of financial emergency and obtaining .

rate relief. City requests that if amy rate increase is forthcoming
. that no increase be made inm G-54 gas rates.

-6-
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Position of Federal Azenciles ‘

Federal Agencies oppose the motion on the ground that SDG&E
has not shown finmancial emergency and that the f£final decision in this
application will meet the time limits set forth in the Regulatory
Lag Plan. It also argues that SDGSE seeks inclusion of contested issues
in its motion for partial gemeral rate relief, which is a deviation from
past Commission policies for interim wate relief. Federal Agemcies
recommend  that the motion be demied; however, if the request for interim
partial rate relief is to be considered, it recommends that such
increase be limited to an amount which would enable SDG&E to only earm
its last authorized rate of return. ' :

On the issue of rate design, Federal Agencies recommend that
such increase be made on a2 uniform percentage basis in orxder not to
distort the existing differential in rates between classes established
in the last general rate case. '

Position of CRA

CRA argues against granting of pertial gemeral rate relief

in this proceeding because: '

a. %1{ is not in accord with the Regulatory lag
an;

b. It does not meet the exceptions by which
partial rate relief was granted in other
proceedings;

The magnitude of the increase requested is
unprecedented;

Decision No. 88697 hardly provides any support

fg; granting interim partial relief at this
tlime;

The argument that SDG&E will not earm its
authorized rate of return during test year
1979 is mot a valid reasom; and

The uniform cents per enerzy unit increase
proposed by SDG&E would prejudice the interest
of those parties such as CRA whose primary
interest is in rate design.

Discussion
The Regulatory Lag Plam schedule specifies that at Day 225
. "The Executive Director, after comsultation with the appropriate divisien

-7
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directors, shall give a status report of the proceeding to the assigned
commissioner together with a joint opinion as to when & draft decision
is expected. If the draft decision appears not to be available prior
to ten months from the date of £iling the application, the Executive
Director end the appropriate division directors shall recommend to the
assigned commissioner whether to consider granting a partial general
rate increase or decrease." The hearings on this application were
completed on schedule with concurrent opening briefs and closing briefs
to be filed on December 26, 1978 and January ll, 1979, respectively.
It is further anticipated that the draft of the £inal decision based on
test year 1979 will be ready on February 26, 1979 (Day 285) in accordance
with the Regulatory Lag Plan. K

While parties opposing SDG&E's request for partial relief are
correct in stating that the Regulatory lLag Plan schedules are being met
in this proceeding, it is, however, also true that the Commission in
Decision No. 88697 did indicate that it would entertain a motion by

.SDG&E for partial rate relief should a Decision on NOTI 3, subsequently

received as Application No. 58067, should mot be forthcoming by
December 31, 1978. In including such language in the declision, the
Commission was aware of SDG&E's continuing need to resort to substantial
equity and debt financing in 1979 and 1980, and also aware of the
problems the company has been and is encountering in meeting its coverage
requirements even after resorting to such non-conventional financing as
sale leaseback transactions to defer the issuance of securities.

We are also aware that SDG&E's earnings for 1977 and the
12 months ended Scptember 1978 have been above the last authorized rates
of return. This, however, has been due £o large profits from G-54
sales which no lomger will flow through to earnings on and after
October 15, 1978 with the implementation of the SAM bazlancing account.

Although various parties have argued that no increase should
be granted because SDGA&E has not made 2 showing of financial emergency,
it should be noted that in granting partial general rate relief

financial emergency is not a preféquisite for granting suckh relief. .In \”/,

general, we grant partial general rate increases on those revenue _ . _.i

o

-

-8-
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requ;rement *tems in nnicn substantially all magor parties ‘nave been
In agreement and, therefore, do not address contésted issues that
~should-be reselved-after—frll_deliaration—and—detaileddiacuesion.

Since it is apparent that a final decision camnot be amticipated
to be forthcoming until some time after February 1979 and before
May 15, 1979 (4n accordance with Regulatory Lag Plan schedule) and also
considering that test year 1979 will be partially gone before a final
decision will be forthcoming, gramting of partial general rate relief is
reasonable. We will authorize the granting of partial gereral xrate
relief in the amount of $33.7 million for the combined departments. \///
This increase will enable SDG&E to earn a 9.95 perxcent rate ¢f return
on rate base and a 13 percent return om common equity, the last authorized
return on common equity. We will, at this time, also reject SDG&E’s
request for additional revenues relating to DWR sales, Sundesert
expenditures, wage and productivity adjustments, and the higher return
on common equity as such matters are substantial issues in this proceeding
and on which the Commission should have the bemefit of the views
expressed by the various parties in their opening and closing briefs.

In rejecting SDG&E's request for comsideration of these other
items, we are not umindful of SDG&E's problems relating to finamcing
and the value of obtaining umqualified opinions from its independent
auditors; however, we are of the opinion that important issues like the
Sundesert issue which are precedent setting must be thoroughly comsidered
before the Commission arrives at its decisiom.

Rate Design Comsideratioms

We are aware of CRA's concern that granting of partial gemeral
rate Increase may prejudice any restructuring of rates. We have also
considered the Federal Agencies' request that the increase be spread
on a uniform percentage basis to all classes in order not to distort the
existing differential in rates umtil full comsideration can be given
in the f£inal decision as to the appropriate rate structure £oO be
adopted based om the record in this proceeding.

Both SDG&E and the staff have recommended that <pe electric

e

. increase granted be spread on 4 UIiford cents per xWa basis. T T

- A e b e cm o wmp e TE A e il Sy 5 .
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This will recuire spreading the increase to all sales exclusive
of lifeline sales ana DWR sales. Public Utilities Code Section 739
rrecludes any increase in lifeline rates uatil the éverage system
rate increases 25 percent or more over the Janmuary 1, 1976 level
and such level has not been exceeced nor will be exceeded dy the
32917'millioﬁb/increase irn Jurisdictional sales that we will authorize \//
in this decision as partial rate relief for the electric cdepartment.
This will result in an increase of 0.326¢ per kWh for all electric \/’
sales, exclusive of lifeline and DWR sales as set forta in Appendix A.
3oth the stafl and SDG&Z have recommended a gas rate
design based on priorities of use. We will implexent tzat design
in this decision as a coatinuvation of our policy as expressed in
the recent Decision No. 89710 issved December 12, 19783, in
Application No. 57639 of Southern Califormia Gas Company. For
the gas department we will authorize a differeantial increase to
residential users varying froz 2.2 perceat to 30.6 percent and To
nonresidential users in priority classes 1 and 2 a 4.2 percent
increase. Users in priority classes 3, 4, and 5 will receive 2o
increase. The increases are as shown in Appendix A of this decision.
Tae increases in gas rates will result in a revexzue iIncrease of
$9.38 million. '
Tor the steam department we will establish a commodity
rate of $6.047 per 1,000 pounds for Schedule 1 and $6.107 per 1,000
pounds for Schedule 2. The rates will result in a revenue increase
of $189,000.

Tables illustrating the autihorized rate design for the
gas and stean departments are set forta dbelow.

-~

1/ Fuel oil additives of $1,061,4L00 eliminated from electric -

production expences since Decision lo. 89630 allowed such
costs under ECAC.




TAELE L
San Diego Gas & Electric Company

Gas Departnment

AUTHORIZED RATE SPREAD
Test Year 1979

Present 1/ : Authorized
. Volume -B-l?-TB Rate: Revenue : Rate : Revenue Increase
M Therms: &/Therm : M$ S/Them = ME . s ME e &

(1] QD L3 ]

2,451 $1.2600 $ 3.1 %00 $ 3.4 8 0.3 9.7%
5,4k0,057 1.4000 7.616.1 ‘1. hoo 7,616.1 - -
- e T19.5 -3

- 52.6 | 55_,8 . 32 62

Ter IR (L.L.)
Sch. GS ' 1,798 9 1,837.6 38.7 2.2
Seb. GR, &M .1860 Lo,3u7.6  1,038.9 2.2
Tiler II R . 2146 7,599.6 8,676.2° 1,076.6 1L.2
Ter IXI R 3 10,482.8 13,206 0 2,723.2 26.0

Tier IV R .2500 . LasL.T .7 20.6
Subtotal T 'ﬁé:;—'s-?, Sr:lL._l' ':;'82

ONRESTDENTIAL
- Months e
CF-l L.k 482.%
152 '

GR=2 . -
CN-3 600 - -
R 60 - -

Subtotal - 4824 424

Commodity .
N-1, . 133111"1‘ 3:-}328 8 32}'660'2 1;331 4
GN=-2 1373}"'3 3:139-6 o 3 ,,..O 133 L
GN=3 23,837 5,847.2 3 5;3“7-2 -
GN=-k 1,34k 329.7T . 29,7 -
Subtotal 171,665 - 40,645.3 42,110.1 1,404.8.

Borrego-Alpine - - 21.4 - 22“' 7 1.3 6.1
. Total Retail 535,504 120,088.9  .2380 327,509-0 T7,320.7 6.1

INTERDEPARTMENTAL

GR=5 1,94k 2500 L86.0  .2500 _:ues.o -
Total Seles 537,45 120,675.9  .2380 127,995.6 1,320.7

Service Est. Ch. 179,646 6.500¢ 1,167.7 6.5000  1,167.7 -

Misc. - - 172.9 - 178.1 5.2 2.0
. Total Revenue 2/ - - 122,015.5 -~ 129,3%L.k  7,225.9 6.0

1/ The 4=17-78 rate does not Include the effect of the tax cost adjustment clause (TCAC).
The revemue effect ineluding TCAC results in an increase of $9.8 million.
2/ Total revenue does not imclude 1% surcharge to the city of Sex Diego ($!:»53,700)

-u_




TABLE 2

Sen Diego Gas & Electric Company
Steam Department

AUTHORIZED RATE SFREAD EXCLUDING ECAC

Increase
Authorized 2 . % -
Ter : Rate :Revenuc:Revenue:Increase

1%/ 35) ) —ENEE) (W) (SME). OB) . U8)
Schedule 1 ' ”

Customer Momths $6.70 5 5.1 $7.8% $ 6.0 $ 0.9 1T.6%

First 100 Mib/mo. 1.2096  50.9 l.643  75.% 2h.5 48.1
Next 100 Mlb/mo. 9756 23.8 1.643 0.0 16.2 68.1
Next 100 Mb/mo. .. L8413 15.1 1.643  29.4 7 1k.3 kT
Over 300 MId/mo. 6 6658  79.7  1.683  196.6  116.9 1L6.T

Subtotal L8022 174.6 L.6T2 3uT.L 172.8 99.0

Schedule 2

Customer Months 6.78 A T.9T .1 - -

Pirst 100 MIb/mo. LI 14207 13 L.6% 19 6 4.2

Fext 100 Mib/mo. &0 .5852 - 1.659 1.k .6 75.0
Next 100 Mib/mo. 650 8497 6 1.659 1.1 .5 83.3
Over 3200 Mlb/mo. 380 6725 3 1.659 6 .2 100.0

Subtotal 3,000 1.0333 3.1 .70 5.1 2.0 6.5
Motal 210,800 12TT.T 352.5  174.8 98.%

1/ Based on tariffs effective January 1, 1978,
vhich does not include the effect of the
tax cost zdjustment clause (TCAC). The
revenue effect, inclulding the TCAC amounts,
results in an increase o2 $189,000.




TARLE 3

Smbicgocu&mecencdompuw
Stean Department

DERIVATION OF COMMODITY RATE

1-1~78 Rete Authorized Rate

Bese : ECAC : Commodity Base : ECAC :CCommodity

$0.815% a0k $5.209%  41.643  $h.lok  $6.04T
8236 L8 5.276 1.650 LA 6.207
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Income Taxes anéd Ad Valorem Taxes

By Decision No. 89048 dated June 27, 1978, the Commiczsion
granted limited rehearing as to the Lssue of »roper treatment of
income taxes in Decision No. 88697 in Applications Nos. 55627,
55628, and 55629 to be consolidated with the hearings in Application
No. 58067. Both the staff and SDGLE offered testimony and exhibits
as To the appropriate method for caleulating investment tax credits
0 be used for ratemaking purposes. SDG&E's tax witness Miller
testiflied that flow-through of Investment Tax Credit (ITC) earned
under the 13971 Revenue Act at 2 rate greater than 50 percent vio-
lates IRS Code Sections 46£(2) and (&) and Temporary Regulation
Sec¢tion 9.1 theredy Jeopardizing the additilional investmens tax
credits available under the Tax Reduetion Act of 1975.

The stafll witness examined the IRS code provisions upon
‘which SDGLE relied to support its position and did not agree that
the language therein clearly and convineingly demonstrated the
interpretation of law that SDG&E set forth. Accordingly, for %he
purposes of this decision, ITC will bde limited to SO percent of the
tax 1liability plus the rateable flow-through of the excess 1I2C
generated by the 1975 Tax Reduction Act. Income tax expense computed |
with this limitation will be made sudject to refund pending final
resolution of this issue.

The revenue requirement increase authorized herein reflects
the recently enacted 46 percent federal income tax rate for corpora~
tlons effectlve January 1, 1979 (ER 13511), and the reduction in,
ad valorem taxes resulting from the adoption of Article XIII-A of
the California Constitution.
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Findings
1. OSDGXE's general rate i 2 application was filed in

accordance with the provisi ! .ission's HRegulatory lLag
Plan for major utility general rdopted by Resolution
No. A-4693 dated July 6, 1977.

2. Tne final day of wne hearing was held on Novemver 21, 1978,

t waich time arguments on SDG&E's motion Jor partial general rate
reliefl was heard. The matter was submitted subject o receipt of
concurrent opening briefs on December 26, 1978, and coacurrent reply
oriefs.on Jaauary 11, 1979, all in accordance with the scheduling of
the Regulatdry‘Lag Plan. .

' 3. The Commission in Decision No. 88697, relating to tne
reopened proceedings in Applications Nos. 55627, 55628, and 55629, did
state that it would entertain a request for partial relief if a.
final decision on Application No. 58067 (NCI 3) was not forthncom ing
by December 31, 1978.

L. It is obvious from Finding 2 that altaough Application

No. 58067 is proceeding on schedule with the Regulatory lagz Plan that

final decision on this matter will not de forthcoming until some
time between March 1979 and May 14, 1979, waich would be well beyonu
the beginning of the test year. S
' 5. SDG&E has enjoyed the beneflits of substantial profits from
C-5L sales in 1977 and for the nine months cended Septemdber 30, 1972
in the amount of 317 million and 321 million, respectively, but which
will not be available to be flowed through to earnings in the future
because of the adoption of the SAM balanecing account effective
QOctober 15, 1978.

i

6. SDGSE has demomstrated that it needs partial gemeral rate
relief in the amount of $33.7 million in jurisdictional zales, which,
based on staff revenue, expense, and rate dbase figures, will enable
SDG&E to earn a 9.65 percent rate of return on rate base for test ’
year 1979 with a related 13 percent return on common equity authorized
by Decision No. 88697. Tnis will require a $23, 685,000 inerease in
electric rates, a $£9,834,000 increase in gas rates, and a $129,000
increase in steam rates, or a1 ll.4 percent, 8.2 percent, and 115
vercent increase, resvactively,.

~15=-
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7. In computing Income taxes for partial generzl rate reliel
we will limit ITC to 50 percent of the tax liability plus the
rateable flow~through of the cxcess ITC generated by the 1975 Tax
Reduction Act. Income taxez so computed should be subject to
refund.

g. The increases in rates and charges authorized herein are
reasonable as an initial phase of this proceeding, and the present
rates and charges, insofar as they differ from those prescribed
nerein, are for the immediate future unjust and unreasonadle.

9. It it reasonable to authorize SDG&EE to increase electric
rates on a uwnlform cents per KWh basis for all zales cxeluding life-
line and DWR sales, gas rates in accordance with Table 1 above, '
and steam.rates in accordance with Table 3 above for the purposes of
this interim partial general increase. |

10. All other unanswered motions and 1ssues will be addrecssed In
the final decision including the additiZonal izsues relating to Sun~
desert expenditures, DWR sales, and staflfl wage and productivity | 7
adjustments which SDGLE sough® £o have resolved in this decizion on
its motion for partial rate rellel. ‘

1l. Because there is an immedlate need for the rate relief
veginning in early 1979, the following order should be hade effective
the date hereof.

Conclusions

L. SDG&E's motion for partial general rate increase should
be granted subject to refund in the amount of $33.7 million on V//
jurisdictional sales based on staff's test year 1979 estimates of
revenues, expenscs

t

and rave hase and a cost of capital using the

>
last authorized return on common equity of 13 percent and an updated
rate of return of 9.95 percent.

2. The increase should bYe granted subject to refund to the
extent that Income tax expenses are computed limiting Investment
Tax Credit %o 50 percent of the tax liability. ;
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IT IS ORDERED that:
1. After the effective date of this order, San Diego Gas &

Electric Company iz authorized to Tile the revised rate schedules
ttached to this oxrder as Appendix A, and concurrently to withdraw
and cancel 4ts presently effective schedules. Such f4iling shall
comply with General Order No. 96-A. The effective date of the
revised schedule shall be four ddys after the date of filing. The
revised schedule shall apply only to service rendered on and alter
the effective date thercofl.

2. The increcase authorized herein shall »e subdleet to refund

at 7 percent interest to the extent that income tax expenses are
computed limiting Investment Tax Credit to S50 percent of the tax
liability.

The effective date of this order 1s the date hereof.

Dated at Ban Francies , California, this /LG
day of JANJARL ,

Commissioners
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AFPENDIX A
Page L of 3

Eectric Depoartment

Applicant's electric tariffs exclusive of lifeline and DWR sales
chall be revised to provide for aa increzce of‘o.326*per xWh fordxl{§§§\ v//
electric salecs. ' oo
The adopted 1979 test year summary of earnings reflectc
estimated reductions in ad valorem taxes resulting from tnoe passcage
of Article XIII-A of the California Constitution. Accordingly,
the current TCAC rate can be eliminated upon the effective date of
the applicant's tariflls authorized herein. Any over- or undercollec-
Tion resulting {rom rate decreases or estimated tax savings adopted
nerein as compared to actual tax savings, when known, will bde: |
reflected in the balancing account estabdlished pursuant to OII
No. 19, and corresponding rate changes can be made as appropriate.
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Gas Department

Applicent's tariffs, rates and charges are charcged %o the level or
extent set forth in this appendix.

1. Tariff Rates

Per Meter Per Month
Schedule CR, GM, G5 Lifeline ‘Nop~Jifeline
‘ Rates Ratex

m”m& mge ...........;.................-.. a.m a'm

Commodivy Chaxwe .

First OL therms, Per theIM sesecssscscccsans $°.3_9°°;/ $0.2450
O'VCJ.' 162 thems’ w thm tosonsrsavssevesse , - -2%

1/ 10% camodity rate discomnt for
Schedule GS lifeline sales.

Schedule GN=-l

mtma mge I‘.....-..........-.'............
Campodity Charge, Per tREMM coevsceccnccasrecons

Sehedules GN-2, GN-3, G-k

Schedule CN-5
Camodity Charge, Per tEeImM coecccrvcscsscscccss

Schedules GI~L and GL-2 and special comtracts to be
increased cammensurately.

Schedules GC, G-40 and G=54 are cancelled.

Reviszed tariff sheet lenguage shall conform %o Table 2, sheets 1 through 1)
of Exhibit No. 7 (Proposed Rate Design and Tariffs, SDGEE-T).

The sdopted 1979 test year sumary of earnings reflects estimated reductions

in ad valorem taxes resulting Iroz the pagsage of Article LXIII-A of the
Califormin Constitution. Accordingly, the current TCAC rate ¢can de eliminated
upon the effective date of the applicaut's tarilfls authorized herein. Any
over~ or wdercollection resulting from rate decreases Or estimated tax savings
adopted herein as compared to actual tax savings, when kmowz, will be reflected
in the baloncing account establiched pursvant to OIT 19, and corresponding
rate changes can be made as appropriate.
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Stean Depumedt
Applicant’s tariffs, rates and charges are changed to the level or
" extent zet forth in this appendix.
1. Schedules 1 and 2

8. Tayriff Rates Per Meter Per Month
Sehe L Sck. 2

%m me -.'-.'.......-..-......-‘;.‘-...... $7.89 W.W
cmty me’ w l’m m. LEEL X XK AR LN LN KL L LR &4 %.&7 $6'-:-°7

Special Conditions

L. Energy Cost Adjustment. An Energy Cost Acjustment, as specified
in Section 7 of tie Preliminary Statement is izncluded iz the above
camodity charge. The curment Energy Cost Adjustment 1z §  # per
thousand pounds of steam. .

# $L.UOL for Sch. L and $L.LU8 Zor Sch. 2 (as of Jamuary L, 1978);
adjust to reflect rate effective on the date of this order.

Preliminayy Stotement

7. Buergy Cost Adjustment Clause (ECAC). Revise in accordance with

Appendix A, Exhivit 31 (staff report cm rate design and teriff revisicns)
as corrected.

The adopted 1979 test year summary of eernings reflects estimated reducticms
in ad volorem taxes resulting froam vYhe passage of Article KIIT-A of the
California Constitution. Accordingly, the ¢urrent TCAC rate can be eliminated
upon the effective date of the applicant's tariffs authorized herein. Any
over- or wdercollection resulting from rate decreases or estimated tax
savizgs sdopted herein as compared to actual tax savings, when known, will

be reflected in the balancing account estadlished pursuant to OIT 19, and
correspording rate changes can be made as appropriate.




