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Q.~I!lQ.~ 

I. PRE1 .. IMINARY 

• 

San Diego Gas & Electric Company (SDG&E) seeks authorization 
to increase its rates by approximately $112,660,000 for test year 
1979. This amount was subsequently modified, based upon circumstances 
which developed during the course of the proceeding and the updating 
of expense estimates to a gross increase in revenues of approximately 
$95.5 million. The net operating income sought in this proceeding is 
estimated to produce a 15 percent return on common equity as 
calculated for financial purposes (16.55 percent return on common 
equity on traditional ratemaking return on common equity) and an 
11.27 percent return on weighted average rate base. 

After due notice 48 days of hearings were held before 
Adcinistrative Law Judge K. Tomita during the period of June 13, 1978, 
through November 21, 1978, in San Diego including two day and evening 
sessions for public witness test~ony on June 13 and 14, 1978. The 
matter was submitted subject to receipt of concurrent opening 
briefs on December 26, 1978, and concurrent reply briefs on January 11, 
1978. 

Opening and/or reply briefs were received from SDG&E, the 
Commission staff, the City of San Diego (City), California Retailers 
Association (CRA), the Federal Executive Agencies (Federal Agencies), 
California Farm Bureau Federation (Farm Bureau), California 
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Association of Utility Sharehold,ers (CAUS), and San Diego Energy 
Coalition (Energy Coalition). In addition, the State of California 

E~~r~? R~~~ur~~~ C~~~~rv~~t~~ ~~d D~~~l~om~~~ C~mMt~~i6d (~nef~ 
Commission) filed a Statement of POSition on September 22. 1978. 

Ielating to the issues of Sundesert NucleaI Power Project (SundeseIt) 
site-related costs and the merits of SDG&E's conservation program. 

Although this application was initially identified as 
Notice of Intention (NOI) 3, this is the first application to be 

filed and processed entirely under the Regulatory Lag Plan. SDG&E 
tendered its NOI on January 23, 1978, which was supplemented on 
February 14, 1978, with certain revisions. The NOI was accepted for 
filing on March 8, 1978, with the application being filed on May 15, 
1978, based on a 1979 test year. Hearings were held and concluded 
on schedule with the Regulatory Lag Plan and concurrent opening and 
reply briefs were also received on schedule with the Regulatory Lag 
Plan. We are now ready for decision. 

II. PUBLIC WITNESS STAm.'1EN'!S ~"D lOR TESTIMONY 

Public hearings were held at San Diego on June 13 and 14, 
1978, in the afternoons and evenings to provide SDG&E's customers 
with an opportunity to present statements and/or testimony on the 
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rate increase filing. Statements opposing the increase related to 
the inability of the poor and senior citizens to pay proposed 
increases; that management inefficiencies were responsible for the 
company's financial problems; Sundesert expenditures should be borne 
by stockholders and not by ratepayers; and that SDG&E should be required 
to recover higher costs by improvement in operating efficiencies.11 
In addition, two members of the Farm Bureau testified on their efforts 
to conserve energy, that cost escalations were forcing sale of farms, 
the need for time~of-use rates, and the difficulties in passing on 
increases in costs to agriculture. We will consider all of the above 
comments in arriving at our disposition of this application. 

III. SDG&E'S PRESENT OPERATIONS 
SDG&E is engaged principally in the business of generating 

and distributing electric energy in portions of ·San Diego, Orange, 
~nd Imperial Counties; purchasing and distributing natural gas in 
a portion of San Diego County; and producing and distributing stemn 
in a portion of the City. SDG&E estimates that the population of the 
territory served as of December 31, 1977, was approximately 1,806,000, 
of which approximately 818,000 resided in the City. SDG&E expects 
to add over 80,000 new electric and gas customers during the years 
1978 and 1979, which will be an above average growth period. 

In addition to its three operating departments, SDG&E also 
owns the following three subsidiaries: Jatapul Corporation, a 
subsidiary used for property acquisition purposes; New Albion Resources 
Company, used for purchasing and developing natural resources;and 
Applied Energy Incorporated, a subsidiary used to engage in engineer
ing manufacture or acquisition and assembly of equipment and facilities 
for the production and application of thermal energy to meet individual 
customer applied energy requirements at the point of production. 

!/ Community Energy Action Network forwarded petitions cont~ining 
approximately 1,700 signatures opposing any rate increase for 
Sundesert expenditures. In addition, the formal files contain many 
mailgrams, letters, and petitions received both before and after the 
hearings opposing any rate increase to cover Sundesert expenditures. 
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IV. PARTIAL GE~RAL RATE INCREASE 
On October 31, 1978, SDG&E filed a motion for parti~l 

sener~l rate relief in the acount of $59.9 million based on test 
year 1979 and to become effective January 1, 1979. According to 
SDG&E the requested increase would provide the amount necessary to 
enable SDG&E to maintain a minimum degree of financial integrity in 
1979. 

The $59.9 million was based on $40.7 million of additional 
revenues required to enable SDG&E to earn a 10.14 percent rate of 
return recommended by the staff rate of return witness, the lowest 
rate of return recommendation made in this proceeding, and by use of 
st~ff revenue, eh~ense, and rate b~se figures; $4.4 million for the 
inclusion of fuel eh~enses resulting from sales of energy to the 
Depar~ent of Water Resources (DWR) in ~xcess of purchases; $4.3 
million for the reve~ue effect of the reversal of staff wage and 
productivity adjustments; and $10.5 million for the revenue require
ment effect of the inclusion of Sundesert site-related and unamortized 
balance of nonsite-related costs in rate base. 

o 

The Commission in D.89857, dated January 16, 1979, granted 
a partial general rate increase of $33.7 million for the combined 
operations to enable SDG&E to earn a 9.95 percent rate of return 
(using updated cost of capital) and a return on common equity of 13 
percent, equivalent to the return on common equity last authorized 
in D.88697, dated April 11, 1978, in Applications Nos. 55627, 55628, 
and 55629. The $33.7 million increase was based on staff estimated 
revenue, expense, and rate base figures with all controverted issues 
to be resolved in this final decision. 

V. RATE BASE AND SUNDESERT 
General 

Rate base in this proceeding assumes a prominent pOSition 
of importance because of che opposite positions taken by the various 
parties as to the proper rat~king treatment to be accorded the 
abandoned Sundesert expenditures of approximately $90 million. 
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In addition, the parties differ as to rate base treatment of the unamor
tized gain on the Encina 5 generating facility: sale-leaseback transaction, 
the inclusion of certain research and development (R&D) projects in rate 
base, the exclusion of certain sites from plant held for future use, 
and the appropriate working cash allowance. 
Sunde s ert 

According to SDG&E's witness, Ronald Watkins, Sundesert· 
was initiated in 1972 based on the anticipated need for nonoil-fired 
base load capacity in the mid-1930's. Nuclear generated power was 
considered the preferred technology as studies undertaken at that 
time indicated that nuclear generation was substantially less costly 
than generation by oil or coal. Although SDG&E,in early 1972,sti11 
retained hopes for building more nuclear units in the coastal area, 
it had become apparent with the qualifying of the Coastal Initiative 
for the November ballot that siting of major generating plants 
further inland would decrease the probability of meeting regulatory 
disapproval. For these reasons. SDG&E commenced studies on the feasi
bility of building a nuclear reactor in the' California desert. 

\ The OPEC oil embargo in late 1973 and early 1974 and the 
mandated conservation measures adopted during the oil shortage 
supported the soundness of the decision to implement a nuclear base
load facility and also the desirability of reducing SDG&E's reliance 
on oil. 

The oil embargo resulted in a dramatic increase in the 
price of electricity, adversely affected the economy of the San Diego 
area, and the inauguration of vigorous conservation programs. These 
factors resulted in a reduction of energy consumption of approximately 
15 percent below the levels expecte~ based on historic patterns. 
With the reduction in growth rate, SDG&E was able to abandon or 
delay certain planned gener~tion projects. 
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In 1976 in :esponse to the requirements of the Warren-Alquist 
Act, SDG&E submitted a new electrical energy demand forecast to the 
Energy Commission. This demand forecas~as revised in response to 
the Energy Commission's order of January 12, 1977, was adopted by 
the Energy Commission. 

In June 1976 SDG&E filed its NOI for approval of a site and 
related facilities,for Sundesert with the Energy Commission. In 
the NO! hearings the Energy Commission's staff found that SDG&E 
needed additional base-load capacity in the mid-1980's and the 
Energy Commission, in its decision on the NOI, found the need for 
additional capacity in Southern California and approved the Sundesert 
site for multiple facilities and approved the NOI for one of the Sundesert 
units: 

The Draft Environmental Statement issued by the U.S. Nuclear 
Regulatory Commission (m~C) and the U.S. Department of Interior for 
Sundesert sets forth the following NRC staff conclusions: 

a. SDG&E had adequately accounted for the 
impacts of energy conservation in preparing 
its load forecasts. 

b. Based on load foree:ses
i 

the major participants, 
as well as the group co lectively, will likely 
have a need for additional generating capacity 
in the mid-1980's. 

c. Considerations of national policy and fuel 
reliability make it desirable to meet this 
need for generating capacity with nonoil
fired base-load capacity. 

On May 3, 1978, SDG&E issued a press release stating that 
the Board of Directors had decided to suspend all work on Sundesert 
except for those steps necessary to reserve the site and water rights.;' 
for future use in meeting the electric energy needs of Southern 
california. Reasons given for the cancellation of the project were 
the language contained in D.88758, dated May 2~ 1978, in 011 No.4, 
in which the Commission stated that any continued expenditures on 
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Sundesert could be rec~ptured only if' Sundes~rt is ultimately operational 
and also the failure of the legislature to exempt SDG&E from the 
requirements of Public Resources Code Sections 25524.1 and 25524.2. 

In line with this action, SDG&E requested the NRC to complete 
the licensing effort toward issuing the Final Environmental 
Statement. Such Final Environmental Statement was issued in October 
1978 in which it states, "the NRC staff concluded that the proposed 
site is a suitable location for a nuclear power station of the general 
size and type described in the applicant's Environmental Report •••• " 
It further requires tha; when SDG&E decides to proceed with the 
projec~ further evaluations will have to be made for any change in 
plant desi~as well as information to permit reevaluation of the 
need for the plant and consideration of alternatives as well as other 
conditions. 
SDG&E's Position 

SDG&E presented three witnesses who introduced exhibits 
and testified on the different aspects of Sundesert including the 
need for the project, choice of nuclear generated power, regulatory 
and licensing events, cost and accounting controls, and the rate~ 
making treatment requested for Sundesert expenditures. 

SDG&E's showing was gear~d to demonstrate that SDG&E's 
management was prudent in its inception, continuation, and termination 
of Sundeser~and therefore its request to have site-related costs 
of approximately $47,500,000 included in rate base and to have noo
site-related expenses of approximately $42,800,000 amortized over 10 
years with the unamortized balance of such expenses included in rate 
base is a reasonable ratemaking treatment to be accorded Sundesert 
expenditures. 

SDG&E's witness, Dennis Lougea~ testified that of the 
gross $106.6 million recorded and estimated total expenditures for 
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Sundesert, participants' reimbursement of $13.3 million had been 
used to decrease the cost of the project; $1.3 million of costs 
associated with the Water Treatment Demonstration Facilities were 
t:~nsfer=ed t9 R&D; and $1.5 million of expendieu:es relating 
to the Sundese:t southern transmission corridor was transferre4 
to the Eastern Interconnection P:oject, a project designed to transmit 
power generated in the Imperial Valley geothermal fields to City 
and to provide an interconnection with Arizona and other "eastern" 
utilities. He further testified t~t although SDG&E had expended 
approximately $5.7 million for the purpose of obtaining nuclear fuel 
enrichment contracts to assure the licensing agencies that an adequate 
supply of fuel 'Would be available when required, it has been unable 
to sell these contracts because of the numerous cancellations of 
nuclear projects in the past few years by utilities. 

After elimination of transfers and reimbursements, SDG&E's 
investment in Sundesert was approximately $90.5 million,which was 
further reduced by $.2 million to eltminate expenditures incurred 
by SDG&E on SB 1015, a measure to exempt Sundesert from the 
requirements of the two nuclear fuel cycle laws. The net investment 
in Sundesert of approximately $90.3 million was segregated into site 
and nonsite-related expenditures to conform to the terminology used by the 
Commission on page 8 of D.88697 in which the Commission stated, "If 
Sundesert is canceled, a reasonable basis for recovery of the expense 
incurred by SDG&E to date would be to amortize over a five-to-ten 
year period the cancellation costs consisting of nonrecoverable 
development and regulatory expenses; to consider the Sundesert site 
as plant held for future use; and to include in rate base the plant 
siting costs. This issue is reserved to the NOI 3 proceeding." 

Based on the above, SDG&E defined site-related costs as those 
costs associated with purchasing the land and qualifying the site as 
a viable power plant location and nonsite-related costs as those costs 
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not directly required to acquire and qualify the site. Included in 
the category of site costs are all costs related to the acquisition 
of plant and water rights, lands, rights-of-way, alternate site seudies, 
site access studies, geotechnical studies, meteorological studies, 
socio-economic studies, seismic studies, ecological studies, water 
studies, transmission corridor studies, and other site-related 
licensing and environmental activities,including less obvious costs 
as preliminary engineering and design activities that were required 
to support the site-related licensing effort. SDG&E accumulated 
some $47.5 million of costs under the site cost category. 

Included under the nonsite-related cost category are costs 
related to equipment procurement, unrecoverable fuel enrichment, 
and engineering and design activities other than those required to 
support the site-related licensing effort. SDG&E further 
points out that the majority of these expenses were also associated 
with licensing activities, but were not necessary to acquire and 
preserve the site. For this reason expenditure associated with the 
Preltminary Safety Analysis Report was treated as a nonsite-related 
expenditure as the report focused on the suitability of a specific 
nuclear facility on the site and was not considered necesS3ry to 
acquire and preserve the site. SDG&E's estimated total nonsite
related category of costs is approximately $42.8 ~illion. 

Under SDG&E's ratemaking proposal, the $47.5 million site
related costs are included in rate base in the test jear and the 
$42.8 million of nonsite costs are amortized over a lO-year period 
with the unamortized balance of such costs being included in rate 
base. SDG&E states that both categories of Sundesert expenditures 
must be given rate base treatment to recognize the carrying cost 
of money on the investment made on Sundesert. 
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Commission Staff's Position 
The Commission's accounting and engineering witnesses did not 

take any basic opposition to SDG&E's classification of Sundesert 
expenditures between site and nonsite-related categories nor 
challenge the prudency of SDG&E's expenditures relating to the Sundesert 
project. the staff accounting witnes~ howeve~did make the following 
recommendations relating to Sundesert eA~enditures which were 
adopted by the staff rate base witness: 

a. Allowance for Funds Used During Construction 
(AFDC) be disallowed as a recoverable cost 
to the extent that the associated costs are 
not included in a project that results in 
construction. 

b. Interest billed to the participants of the 
Planning and Feasibility Agreement which 
exceeded the AFDC related to those billings 
be used to reduce the nonsite costs SDG&E 
is seeking to recover through amortization. 
This will result in a $247,130 r·eduction 
in nonsite costs. 

c. Public relations expenditures charged to 
Sundesert which do not conform to 
Commissio~ ~~ll~~ as stated in D.86794\ 
in Application No. 54946 of Southern 
california Ed.ison Company (Edison), be disallowed 
as a recoverable cost. this adiustment 
would result in a £ur:her $508,890 
reduction in nonsite costs. 

d. Estimated expenditu%es :cor certain political 
and related activities ,should be excluded 
fram'site-related costs. 

The staff of the Operations Division recommends that no 
site-related costs be included in rate base as plalt held for future 
use on the ground that there is no definite plan for use of the site 
within a reasonable time. 
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The staff~/ relies on the following description contained in the 
Uniform Syst~ of Accounts for Account 105, Electric Plant Held 
for Future Use: 

"A. This account shall include the original cost 
of electric plant (except land and land 
rights) owned and held for future use in 
electric service under a definite plan for 
such use, to include: --
(1) Property acquired (except land and 

land rights) but never used by the 
utility in electric service, but 
held for such service in the fucure 
under a definite plan, in electric 
service ••• 

"B. This account shall also include the 
original cost of land and land rights 
owned and held for fu~~e use in electric 
service under a plan for such use, to 
include land and land rights: 
(1) Acquired but never used by the utility 

in electric service, but held for such 
service in the future under a plan, ••• " 
(Emphasis added.) 

The staff contends that for determination of ratemaking .treat
~ent in this proceeding the Sundescrt land and land rights and other 
electric plant costs are not separable; that of the $47.5 million 
site-related cost~approximately only $20 million can be associated 
as bare land or water rights land costs; therefore, since the majority 
of the costs are not land or land right costs, the stronger of the 
two plantS held for fucure use requirements should determine whether 
the total $47.5 million should or should not be included in rate 
base. The staff further recommends that SDG&E should keep track of 
any cost incurred to hold the site and request recognition of such 
costs at some future time when a definite plan for the site is 
established. The staff also contends that requiring SDG&E's ratepayers 

~/ Staff in this section excludes the rate of return witness Czahar. 
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to bear 100 percent of the return on such plant if included in rate 
base is ludicrous since the Energy Commission's approval of the site 
limited SDG&Efs participation to 33 percent of the plant. 

Of the $42.8 million of nonsite costs SDG&E is seeking 
to recove; the staff of the Operations Division recommends that 
$38.9 million be amortized over a lO-year period with no rate base 
treatment of the unamortized balance. The staff contends that its 
position is supported by prior Commission decisions, most notably 
D.87639 in Applications Nos. 55627, 55628, and 55629 in connection 
with SDG&E's abandonment of the Kaiparowits project. The staff, moreover, 
contends that disallowance of AFDC and nonrate base treatment of the 
unamortized balance would represent a fairer division of Sundesert 
nonsite expenditures between ratepayers and shareholders. In 
addition, the staff contends that inclusion of the unamortized balance 
in rate base would mean that the ratepayers would bear the entire 
burden of Sundesert with no risk to shareholders, thereby leaving 
the shareholders in the same position as a result of an unsuccessful 
project as with a successful one. 
Staff Witness CZahar's Position 

Staff rate of return witness Czahar did not agree with 
the Operations Divisio~ staff's position that Sundesert expenditures 
should be excluded from rate base. On Exhibit 55, page 22, he stated: 

"It is my opinion that, should. the Cotmllission exclude 
the approxiQately $70 million of Sundesert costs 
from SDG&E's rate base and at the same time adopt 
a rate of rerum of between lO.04 percent and lO.24 
percent, the ability of SDG&E to meet the mintmum 
financial criteria necessary to attract capital 
at reasonable rates and to support its credit would 
be materially jeopardized." 

He further testified that at a min~ SDG&E should receive rate base 
treatment of the Sundesert site-related costs and also either have 
a 5-year amortization period for the nonsite-~elated costs, or if 
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a lOwyear amortization period is used, SDG&E must be put in the 
same position as if such costs were amortized over ~ years. 

Witness Czahar further testified that from the viewpoint 
of historical precedents, although carrying costs on abandoned 
projects have not been approved in the past, considering the materiality 
of those expenses and SDG&E's current financial position, the 
Commission could take a different point of view in this proceeding. 
Witness CZ~har stressed the importance of SDG&E earning a 10.14 per
cent rate of return on a one billion fifty million dollar rate base 
or an amount very close to that rate base figure if SDG&E was 
going to be able to attract capital at reasonable costs. Mr. Czahar 
further recommended that if the Commission is going to recognize 
that the Sundesert properties are the basic c~use of SDG&E's financial 
problems, it should do so by inclusion of such properties in rate base 
rather than in setting the authorized rate of r~turn. The Legal 
Division disagrees with Mr. Czahar on thi~ recommendation. 
City's Position 

City contends that an amount of $650,000, representing expendi
tures in connection with AB 185~was monies used to influence the 
decisions of public officials and should no: be allowed as Sundesert 
expenditures recoverable from ratepayers. City further contends 
that no ArDC should be recovered for site-related costs since no 
construction work ~as in progress. It takes the position that of the 
total $47.5 million site-related costs, the Commission might want to 
waive its usual rules on plant held for future use and include 
$17.9 million in land and land rights ex~ense, excluding the specu~~tive 
$2 million SDG&E estimates will be needed to complete the Bureau 
of Land Management's exchange, that any future sale of the property 
at a profit must inure to the benefit of the ratepaye~ and that, 
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should SDG&E not have a definite plan by the next rate case, to 
disallow such amounts from rate base. 

As to the remaining $27.6 million expenditures classified 
as site-related, City contends that such costs are neither eleetric 
plant nor land and land rights an~therefore,do not belong in plant 
held for future use but should be considered for inclusion in rate 
base when the plant becomes used and useful. 

On nonsite-related costs of $42.8 million, City supports 
the staff recommended figure of $38.9 million which includes the 
disallowance of AFDC and the $508,890 of public relations expenditures. 
City, however, further recommends that nonsite-related expenditures 
be reduced by $4.7 million for nuclear fuel enrichment contracts 
1.mtil SDG&E has shown that it has at'tempted to persuade the Federal 
Government to reschedule the first fuel delivery ~nd thereby retain 
the value of the oontrac~and that no recovery of this $4.7 million 
be allowed until the contracts are terminated some time in 1983. 

City also concurs with the staff that interest income in 
the amount of $247,000 collected from participants i~ excess of the 
ArnC charged for the expenditures on which participants reimbursed \ 
SDG&E should be used to reduce project costs. It also takes a 
position similar to the staff that the unamortized balance of nonsite 
costs should not be given rate base treatment, since suCh re~lt would 
be grossly inequitable to the ratepayer and an abdication of the 
Commission's duty to protect both the ratepayer and the utility, 
constituting a reversal of the Commission's historic treatment of this 
type of expense. 

City further recommends that the tax effect of this amorti
zation should be taken into account in arriving at SDG&E's federal 
and state income tax allowance. In addition, it concludes that if 
the Commission believes that it is compelled to make a choice of 
allOWing the unamortized balance in rate base or a shorter amortization 
period, it should choose the latter. 
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Federal Agencies' Position 
Federal Agencies support the Operations Division's position 

on the ratemaking treatment of site-related and nonsite-re1ated 
Sundesert expenditures. It agrees that site-related costs should not 
be given rate base treatment because no witness has revealed a definite 
plan for usage of the site. 

With respect to the nonsite-related project costs, Federal 
Agencies recommend a lO-year amortization of such costs because 
of a l3ck of a specific finding of imprudency on the part of 
SDG&E. It supports the e~clusion of AFDe and exclusion of 
public relations expenses from recoverable costs similar to the 
staff rate base witness. It further takes a position against rate 
base treatment of the unamort,ized recoverable nonsite costs. 
Energy Coalition's Position 

Energy Coalition contends that Sundesert was t.mlawful, 
uneconomical, unnecessary, and unproductive; an~therefor~both site
related and nonsite-related costs should be excluded from rate 
base. It further contends that ratepayers should not be charged for 
those nonsite-related expenditures which were incurred subsequent 
to the passage of the Nuclear Safeguard Laws in June 1976. 

Energy Coalition contends that Section 25524.2 of the 
Public: Resources Code clearly prohibits the construction of any 
nuclear power plant unless Energy Commission finds and the State 
Legislature certifies by majority vote that there exists a federally 
approved and demonst~ated technology for the permanent disposal of 
high-level nuclear waste. It contends that in view of the st~ong 
language of Section 25524.2 and the well-documented failure of the 
federal nuclear waste disposal programs, SDG&E should have known that 
construction of Sundesert would not be allowed. Instead of canceling 
or delaying the project, Energy Coalition argues that SDG&E impru
dently accelerated Sundesert e~pendieures when it was obvious under 
any prudency test that on June 30, 1976, the legal restrictions con
tained in Public Resources Code Section 25524.2 could not be met. 
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Energy Coalition also raises the issue of the economic 
nonviability of Sundesert and SDG&E's decision to pursue such a 
projeet as a further example of managerial imprudence. It argues 
that finaneial nonviability would not have existed with non-nuclear 
generation alternatives. It points out that because of the long time and 
enormous c~pit3l requirements necessary for a nuclear facility, SDG&E was 
compelled to seek inclusion of 50 percent of construction work in 

progress and a 16 percent return on common equity in Applications 
Nos. 55627, 55628, and 55629 in order to finance the project. This 
not only represented an unprecedented return on common equity for a 
major gas or electric utility but would require a major deviation of 
traditional Commission ratemaking policy of not allowing nonoperative 
construction work in progress in rate base. 

Confronted with the above problems in connection with 
Sundesert, Energy Coalition contends that prudent management would 
have pursued an electric resource plan consisting of aggressive 
conservation/load management and moderate commitments of capital for 
combined cycle generation and geothermal development. Therefore, 
it recommends no recovery of Sondesert expenditures; but if allowed, 
only those nonSite costs incurred prior to the passage of the 
Nuclear Safeguard Laws in June 197~and site costs only when a definite 
plan for use of the site is determined. 
Energy Commission's Position 

On September 21, 1978, Energy Commission mailed its Statement 
of Position in Application No. 58067 to all parties of record. The 
statement addressed itself to the issue of the inclusion of Sundesert 
site-related expenses in rate base and the merit of SDG&E's conserva
tion programs. 

!he Statement of Position addressed itself on the position 
taken by the Commission staff that approximately $45 million of costs 
for the Sundesert Blythe site should not be included in rate base 
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because no definite plan exists for use of this site within a reason
able ~~e, as follows: 

"'I'his assertion is contrary to our decisions 
on the Sundesert Notice of Intention and in 
the AB 1852 proceeding. Those decisions 
indicate that the Blythe site is desirable 
for either a nuclear vlant or a coal plant 
in the 1980's or 1990 s. 'I'hus, it is 
p:uden'C supply planning and in the best 
interests of SDG&E's ratepalers for the 
Blythe site to be retained for such future 
development." 
The Statement of Position further concludes that: 

"'I'aken together, the S\mdesert Notice of 
Intention decision and the AB 1852 pro
ceeding do not foreclose the use of the 
Sundesert site in the foreseeable future. 
On the contrary, the Blythe site has been 
found suitable for a nuclear facility 
and, given expected and quality improve
ments in the area, it may accommodate a 
coal-fired facility. It is prudent 
supply planning to ensure the site is 
available for either future use. If· 

Discussion 
General 
Of the various parties to this proceeding, only Energy 

Coalition questions the prudency of management in connection with 
its Sundesert expendieures. We have carefully reviewed the ~ecord 
in this proceeding to determine whether the record will support such 
a finding of imprudency conside~ing the expected needs and available 
alternatives existing at the time management had to make its 
decision. We fin~ ~imilar to our treatment in the abandonment of 
the Kaiparowits and Sycamore Canyon Project~ that SDG&E's management 
actions to proceed with Sundesert and subsequently to abandon the 
project were not imprudent actions considering the circumstances that ~ 
existed at the time the decision had to be made. 
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We are concerned with the increasing magnitude of the 
abandoned costs and also the frequency of abandonments which we 
find must, in part, be borne by the ratepayers and stockholders. 
We are also concerned with the increasing burden being placed on 
the stockholders who in the past invested in utility ptocks as a 
reliable income stock with some growth possibi1i;ies and with very 
little risk. 

In the case of SDG&E and Sundesert, we are referring to 
preconstruction expenditures totaling $106.6 million. Of that 
amount, $13.3 million has ,been recovered as participant reimburse
ment; $1.3 million transferred to an R&D project; $1.5 million 
transferred to the Eastern Connection Project, and leaving some 
$90.5 million in unrecovered costs in Sundesert awaiting th~s 
Commission's decision as to the amount and methodology of recovery 
which will be authorized by this Commission including 'the question 
of carrying costs. 

Although the,re are Commission. precedents for the ratexr.aking : 
treatment of abandoned projects, the magnitude of the abandonments 
considered in the past in relation to the size of the utility is 
nowhere comparable to SDG&E and its Sundesert Project. Certainly 
the $6.1 million cost involved in the Sycamore Canyon Project and 
the $3.6 million cost allowed on the Kaiparowits Project abandonments 
are many folds smaller than the $90.5 million involved in Sundesert. . 
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ArDe Issue 

The staff recommends that no ArDC be allowed on any 

project cost that does not result in construction. It bases this 

recommendation on the fact that allowing recovery of AFDC, as well 

as other construction costs, from ratepayers places too much of 

the burden on the ratepayer with li~tle or no sharing of the risk 

, i 

by the stockholders, thereby leaving no real incentive for management 

to avoid expenditures on projects which are highly speculative and 

unlikely to receive the necessary regulatory approvals. 

While we recognize that AFDC is as valid a project cost 

as any cash outlay for labor or equipment, and we also believe that 

the risk of disallowance of all expenditures because of management 

imprudence is suf~icient as a threat to ensure that management will 

exert great care before embarking on questionable projects, we 

must carefully weigh any decision to deviate from our past practice 

of disallowinq AFDC as a recoverable cost on an abandoned project. 

Although it is arqued t."1.at no AFDC should be allowed when there is 

no construction, we are not only concerned with conforming to past 

co~~ission accounting practices, but also with equitable considera-

tions. SDG&E argues, correctly, that even if the commission 

should adOpt SDG&E's recommended treatment for Sundesert costs, the 

shareholders will incur a loss equivalent to the carrying cost of 

money for the perioa of May 19i8 until a decision is issued in 

this proceeding in 1979, but we are concerned from an equitable 

point of view whether the placing of such a light burden on share

holders as opposed to the burden placed on ratepayers represents 

a reasonable balance. 

After due consideration we will adhere to our longstanding 

policy on AFDe by disallowing AF~C accumulated in connection with ~e 

Sundesert project as a recoverable expense for SDG&E. It would be 
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inappropriate andureasonable for the investors to realize a capita

lized return on funds invested to date on this uncertificated and 

now indefinitely deferred proposed project. AFDC covers the investors' 

risk~aproject is undertaken and carried through to completion. 

~~en ~ proposed project is terminated, anQ siting and site-related 

costs are included in plant held for future use and/or amortized, 

it is proper to exclude the AFDC allowance for investor risk 

because the project did not come ~v fruition. 

Consider3tions of equity also strongly support the dis

allowance of accumul~ted Sundesert AFDC. While recognizing that 

SDG&E's promotion and development of the Sundesert project was not 

L~prudent, the Commission finds itself neither disposed nor entitled 

to shielQ the utility's investors from all risk associated with its 

new plant investments. Ratepayers ought not to bear the entire 

burden of a failed project, and certainly not to the extent of 

providing a return on funds invested therein. 
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Excess Interest Billed to Participants 
City ~~d Federal Agencies support the st~ff recommend~~ 

tion that interest collected from participants in excess of 
ArDe rel~ted to the participants' billings in the amount of 
$247,130 should be used to reduce the nonsite costs SDG&E is seeking 
to recover through amortization. Since we are not per.=itting 
SDG&E to recover AFDC from the ratepayers, we are of the opinion 
that it would not be re.'lson.lblc to use this additional intere'st 
recovery of $247,130 to reduce recoverable expenses and, therefore, 
we will not adopt the staff recommended treatment for this item. 
Sundesert Public Relations Expenditures 

City ~nd Federal Agencies supported the staf·f 
recommendation that Sundesert public relations expenditures 
which did not conform with the Commission's policy relating to such 
expenditures in D.86794, in Applic~tion No. 54946 of Edison, 
should also not be allowed as a recoverable expense. We agree 
that the staff's reasoning is appropriate and, therefore, will 
exclude $508,890 of public relations expenditures from Sundesert 
nonsite costs. 
Political and Related Activities Issue 

The staff recommended the disallowance of an estimated 
$200,000 of Sundesert expenditures for legal advocacy and lobbying. 
Since SDG&E excluded $201,000 of similar expenditures including $41,000 
of payments to Lowenstein, Newman, Reis & Axelrad (a legal firm 
involved in connection with SB 1015) which SDG&E conceded was properly 
chargeable to Account 426.4, Expenditures for Certain CiViC, Political, 
and Related Activities, a below the line account not chargeable to 
ratepayers, we will exclude $160,000 instead of the $200,000 recommended 
by the staff to eli~nate duplication of this one item. 
Adopted Sundesert Expenditures 

Table I sets forth the adopted site-related or nonsite-related 
Sundesert costs. 
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!ABLE I 

AdoEted Sundesert Project Expenditures 
(Dollars in Millions) 

• 

Total Site.relnted 
Estimated Sundesert Investment 

(Ex. 41, Attach. B) 
SDG&E Adj. to Exclude 

-SB 1015 Costs 
Adjusted SDG&E Cost 

Adjustments Adapted AFDe on 
Nonsite costs 

Exclude Legal Advocacy & 
Other Lobbying Exp. 

Exclude Public Relations 
EX?enditures not Meeting 
D.86794 Standards 

Tot~l Adopted Adjustments 
Adopted Sundesert Costs 

Site-related Costs 

$90.5 

.. 2 

90.3 

(5.1) 

(.16) 

C.5) 
(5.76) 

$84.54 

$47.7 

.2 
47.5 

(2.0) 

(.16) 

(2. 16) 

$45.34 

Nonsitc 

$42.8 

42.8 

(3.1) 

(.5) 
(3.6) 

$39.2 

We have considered the arguments offered by the various parties 
and have concluded that for an equitnble treatment 0: these expendieures 
it is prope~ to include $45.34 million in plant held for future use 
8nd include that smo~~t in rata base. While it is true that no 
definite plan £0= the Sundesert site hus been finnlized as of the 
las: hearing date in these proceed1ngs, the record is clear that 
Sundesert is a valuable site potentially usable for either nuc1c~r or 
coal-fired generation f~cilities. It is rcason~blc to anticipate 
trAt generation facility pl~ns for the Sundesert site will materinlizc 
in the foreseeable future. 

Although the staff recommends that if the Commission is to 
consider rate base treatment of Sundesert site-rel~ted costs, it 
should be limited to 33 1/3 percent of such costs AS SDG&E's ratepayers 
would benefit from ooly 33 1/3 percent of any project developed on 
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such site. We do not agree. If the site is developed in the late 
1980's or early 1990's, it is reasonable to assume that any participant 
would be required to contribute to the construction costs as well 
as the past carrying costs, the:eby reducing the burden on SDG&E's 
ratepayers. Moreover, should SDG&E not be able to use the site, we 
will require that all g~ins from sale of such site inure to the 
benefit of SDG&E's ratepayers. We believe that the staff rec~
mendation to not include sitc-rel~ted costs or li~it the 
inclusion of site-related costs i~ rate base to 33 1/3 percent are 
not realistic or practical solutions for ~ growing utility with 
an already high level of AFDe and which is confronted with continuing 
interest coverage problems. 

We believe ou: trea~ent of including the entire site-related 
costs in rate base is realisti~particularly in this era where 
environccntal concerns make it difficult to find acceptable generation 
sites and where the lead time necessary between planning and completion 
of generation facilities continues to increase. . ' 

Cur inclusion of site-related costs in rate base wi:l be 
subject to review in future general rate proceedings to determine 
whether continuation of such policy is reasonable under the circumstances 
exis~ing at such ti~e. 
XonsitP-r~lAted Costs 

Of the $39.2 million nonsite costs we have a~opted in tnis 
~roceedine, all parties, exclu~ing ~nergy Coali~ion, agree in principle 
~hat recov~ry of these costs should be PQrmit~ed. SD~ requests a 10~year 
amortiz~tion of these expenses to spre~d the bur~en and requests that 
the un~rr.or~ized balance be included in rate base. The staff engineer 
~n~ $~a~f counsel support a lO-year amortization bu~ ~trongly oppose 
rate base treatment. Staff rate of return witness Czahar recor.~ends ~s 
a minimum a 5-year amorti=ation and if a lO-year amortization is adopted 
that SJG&E be ,laced in the S.;l,me positior. as if Ctr.'.ortization was over 5 
years. City ani Federal AgenCies both agree with ~he position ta~en 
by the staff rate base witness and the ~t~~~ c"~n~ol. 

~:ihill? we are cObniz~nt of the carryin; costs 0 f money, ,on the 
one h~n~. for any project or cost not given rate base treatment; 
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on the other hand, we are also concerned about the burden we are 
placing on the r~tepayers to pay for ~n abando~ed project. While 
the burden on the sh~reholders is substantial, the burden on the 
ratepayers is also substantial. We believe that adherence to our 
past practice of allowing recovery of abandonment costs from 
ratepayers whi~e denying rate base treatment is an equitable 
solution ~o a difficult problem. In addition, in denying rate base 
treatment of the unamortized nonsite costs, we will adopt a 5-year 
amortization period r~ther than the 10-year period recommended by 
the staff and certain other parties. 

In our adopted ratemaking treatment for these Sundesert 
expenditures, we would note that meeting desirable environmental 
goals is costly even under the most ideal conditions. We 
place SDG&E on notic~ here that the Commission will scrutinize 
carefully all aspects of any projects which may be abandoned in 
the future to assess the prudence of SDG&E planning and decision
making. 
Other Rate Base Items 

Working Cash 
SDG&E, in its initial showing, requested a working cash 

allowance of $18,314,000 for test year 1979 of which $16,416,000 is 
assigned to the Electric Department, $1,832,000 to the Gas Department, ' 
and $66,000 to the Steam Department. These amounts are the staff's 
working cash figures adopted in D.87639 in Applications Nos. 55627, 
55628, and 55629. SDG&E revised its request in its rebuttal 
testi~ony to $39,033,720 by adopting the staff's working cash 
figure in this proceeding, and by modifying or correcting those 
staff computations which SDG&E alleged were erroneous. 

The staff and City sought to strike Questions and Answers 
12 through 21 and Attachments I and II of Exhibit 80 as being 
improper rebuttal testimony, but were overruled by the administrative I 
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law judge. On December l~ 1978, the staff filed a motion with the 
Commission requesting reversal of the ALJ's ruling. The staff's motion 
was supported by City in its reply and op~osed by SDG&E. 

\ 
j 
I 

Considering that we ~re not adopting rate base treatment for the 
unamortized Sundesert nonsite costs, we are not inclined to adopt SDG&E's 
request for recognition of unamorti~ed Kaiparowits and Sycamore Canyon 
abandonment costs in rate base. However, in connection with SDG&E's 
contention that the Encina 5 lease was not treated consistently with 
the staff treatment of other long term leases, we agree with SDG&E 
that appropriate treatment for working cash allowance for the Encina 5 
lease should be determined by deducting the l~g in expense payment 
from the lag in revenue payment. Using SDC&E's figure in Exhibit 80, 
we are of the opinion that the staff working cash fi~re should be 
increased by $1.2 million. 

In connection with SDG&E's allegation that staff wor~g 
cash allowances for federal and state income taxes are deficient 
because of improper lAg periods, we are not convinced that the record 
in this proceeding adequately supports SDG&E's contention that the lag 
days used by the staff was incorrect in that it was based on the same 
assumptions used by the Commission in D.87639 in Applications Nos~ 
55627, 55628, and 55629 and also adopted by SDG&E in its original 
shOWing. 

While the staff contends that SDG&E's working cash should 
be based on SDG&E's initial showing in its applications, we do not 
believe adoption of an out-of-date working ~sh figure is justified 
when a more eu--rent working cash study has been prepared by the staff. 
We will adopt the staff's working cash figure modified by $1.2 million 
to correct the inconsistent treatment given to the Encina 5 lease 
and further modified to reflect the expenses we will adopt in this 
proceeding. We will also deny the staff's request to overrule the 
ALJ's ruling to admit Questions and Answers 12 through 21 and Attachments I 
and II into evidence because the evidence is material to this proceeding. 
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Other Rate Base Dif£eren~es 
Staff and SDG&E differ in their estimates of R&D 

investment included in rate base. SDG&E used a higher 
end-of-year balance; whereas, the staff used a weighted average 
figure as it does for all rate base components. SDG&E's witness 
testified that the use of an end-of-year figure for R&D was based on 
the trea~ent given to the Niland Geothermal Test Facility in D.83675, 
dated October 29, 1974, in Application No. 5394~ and, which in his 
opinion, was meant to provide an incentive to SDG&E to stimulate R&D 

projects. !he staff oontends that such treatment was an error and 
that recognition in rate base is sufficient incentive. We agree 
with the staff and will use a weighted average' figure for R&D 

invesonents in rate base. 
Staff and SDG&E also differed as to the tax treatment of 

R&D investments in rate base. Staff witness O'Donnell recommended 
that the net after-tax portion of the R&D investment be included in 
rate base. SDG&E argues that 0.87639 did not provide for such treat
ment and that there was a danger of duplicative tax deductions for this 
item if Mr. O'Donnell's recommendation is adopted. We agree with 
staff witness O'Donnell and will adopt a net of tax R&D inves~nt 
in rate base in this proceeding. No duplicative tax deductions will 
be t~ken for this item in our adopted income tax computation. 

The staff made further adjustments to rate base by recom
mending the exclusion of $875,000 from Electric Department plant held 
for future use and $44,753 from Gas Department plant held for future 
use. The staff contends that SDG&E has no firm plan for the various 
items contained in Exhibit 51. SDG&E contends that there are plans 
for use of the various items, mostly land parcels, but that the 
plaus did not show a need prior to 1985. While we are of the 
opinion that with the escalating cost of real estate in California, 
it is prudent for utilities to acquire land parcels for future 
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utility use ~ell ahead of such anticipated use date, it appears from 
the record in this proceeding that the information provided by 
SDG&E to the staff was rather sketchy. On the other r~nd, we believe 
the use of a 1985 cutoff date by the staff is somewhat arbitrary 
in light of what we have allowed in other proceedings. For the 
purpose of this proceeding, we will adopt as reasonable one-half 
of the staff's recommended disallowances. We expect a more careful 
study of these items in the next proceedings, especially by SDG&E, 
to clearly support the inclusion of such items in rate base. 

We will also include in our adopted rate base a $4,500,000 
addition to rate base due to a revision in the estimated cost of 
the Encina 5 plant sold. The staff objected to the inclusion of 
the $4,500,000 in rate base made by SDG&E in revised Exhibits 85 
and 86 as material not previously included in the rate base 
testimony. Considering that we will be accepting a revised lower 
cost figure for the Encina 5 plant sold and thereby recognizing a 
larger gain from the Encina 5 sale which benefits ratepayers, we 
Are of ~he opinion that recognition of the $4.5 million in rate 
base as Encina 5 plant not sold is reasonable. We will, therefore, 
deny the staff motion to strike portions of Exhibits 85 (revised) 
and 86 (revised). 

Our electric rate base will also recognize the cancellation 
of the Heber Geotherrwal Project by excluding $2,562,000 from R&D rate 
base. We will 3QOpt as our test year 1979 rate base the staff rate 
base figure modified as indicated in the preceding paragraphs. 

VI. RESULTS OF OPERATIONS - SUMMARY AND ADOPTED RESULTS 
SDG&E and the staff have est~ted SDG&E's 1979 test year 

results of operations for the Electric, Gas, and Steam Departments. 
The following Tables II, III, and IV present the final SDG&E and 
staff estimates and our adopted test year results of operations for 
the Electric, Gas, and Steam Departments, respectively. 
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Item 

TABlE II 

San Diego GalS 8. Electric Cc=pany 
Electric Depart=ent 

. . 

RESULTS OF ~~~TIONS 
Test Year 1979 

• 

(A) (B) (C) CD) (E) 
(Dollars in Thousa.nds) 

Revenues $208,243.8 $208,243.8 $208,243.8 $ 264, 28l. 5 S 263,852 
E.:x-:.enses 

.?:'oQuction 
T:'::s.."l.:sm1 s~1on 
Distribution 
Cus'tocer Accts. 
Markcti::lg 
.A&G 

Total 

\lage AdJust::lent 
Productivity AqJ. 

Total 

~e?rec1at1on and 
Amort.i::3.tion 

TllXe s Other Tban 
Incoce 

Federal Inco~e Tax 

ToW. Expense 

!et Oper~ R~venues 

Ra.te 0": Return 

Statt: Exh1 b1 t 81 

36,876.8 
5,467.5 

14,429.5 
8,,692.2 
1,876.1 

?7 ,006.9 

94,349.0 

(2J625.5) 
~310.0) 

91,,407.5 

12,170.5 

862.8 

704 .1 

109,953.1 

109,953 .. 1 

39,502.7 

13,343.9 

l,5l2.0 

7,032.0 

171,343.7 

36,,900.1 

916,228.0 

4.03~ 

(Red i'igure) 

Co.: ~~bit 86, Rev18ed 12-20-78 
-28-

40,340.5 
5,467.5 

15,169.4 
9,002 .. 9 
1,960.8 

27,7S7.S 
99,698 .. 9 

99,698.9 

43,248.8 

13,343.9 

(366.5) 

(3,615.3) 

152,309.8 

55,934.0 

874,327.1 

6.40"'"' 

40,340.5 
5,467.5 

15,169.4 
9,076.2 
1,960.8 

28,845.0 
100,859.4 

100,859.4 

43,248.8 

13,343.9 

4,572.5 
9,665.7 

171,690.3 

. 92,591.2 

874,327.1 

10.59% 

40,245 
5,281 

15,169. 
9,07b 
1,961 

28,822 
100,554 

100,554 

43,221 

13,329 

4,569 
9,656 

171,329 

92,523 

873,743 

10.59% 
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TABI.E III 

San Diego Cas & Electric Company 
Cas Department 

RESUL~S OF OPE.~~IONS 
~est Year 1979 

At A~ust 25 z !278 ~~tes 
. Item St3!'t Com]28.& : AdoEte<i 

(A) (B) (c) 
(Dolla.rfl in 'l'housa.tld [l) 

Revenue~ $120,160.7 $120,160.7 $120,160.7 

E;:Penses 
Ga.:; Supply 77,754.2 77,754.2 71,754.2 
Storo.ge 804.6 l,028.0 916.3 
Transmission 82'7'.l 860.1 843.6 
Distribution 8,252.0 9,l23.0 8,855.9 
Customer Acco~ts 5,096.8 5,365.7 5,362.l 
Mark.eting l,25l.l 9,l26.4 2,Ol3.4 
Me; 10a2O •1 10 z818·2 lOzL.7Q.3 

Total 104,305.9 ll4,070.3 106,224.8 

WQ.8e AC.justl'llent (1.105.9) 
Procluct1v1ty \1l9.0) 

~otal 103,081.0 ll4,07'6.3 106,224.8 
Depreciation and 
A:nortization 7,469.5 7,477.2 7,469.5 

Taxes Other ~han Income 2,871.4 3,098.4 3,098.4 

Cali:. Francl:l1se Tax (1l4.5 ) 1.0 (420.5) 

Fed.eral Incom.e To.x ~69~.bl ~.o ~2:116. :n 
Total ~ense 112,ol3.6 124,655.9 114,255.7 

Net ~erating Revenues 7,547.1 (4 z422 02 ) 5,905.0 

RD.te Bace 140,041.5 l40,906.0 11..0,34;.1 

: 
:Authorized 

CD) 

$1:341799.4 

77,754.2 
916~3 
843.6 

8,855.9 
.5,38l.l 
2,013.4 
10.e22~ 

106,587.4 

l06,587.4 

7,469.5 
3,098.4 

864.4 

1:<117.2 

119,936~9 

l4,862 .. ,5 

140,:45.1 

Rate or Return 5.391> ( 3.19)~ 4.2J$ 10.59~ 

(Red F1 gure ) 

Sta.tt: Exhibit 81 
Co. : Exhibit 86, Revised l2-20-78 
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. . 

TABLE IV 

San Diego Ge.e & EJ.ectric CQmptln,Y 
Stcom Depo.rtment 

RESUL:I:S OF OPERATIONS 

:I:ect Year 1979 

• 

. . At August 2Sz 127S Rates 
Item . Staff : CW-V : Adrcted :Authorized: . 

CA) B C) CD) 
(Dollars in :I:housanCls) 

Revenues $163.4 $163.4 $163.4 $363.0 

~en~es 

P:-od.uction 107.8 llO·9 107.8 107.8 
Di~tribution 64.8 64.8 64.8 64.8 
CUStomer Account~ 1.4 1.4 1.4 1.4 
f.M; 46.4 42.0 4~.5 47.6 

:I:ota). 220.4 226.1 217.5 221.6 

Wage Adjustment ~w~ 
:I:otal 212.3 226.1 217.; 221.6 

Depreciation and 
Amortization 36.4 36.4 36.4 36.4 

To.xes Other Than Income 21.9 22.4 21.9 21.9 

C::l.l.itorni<l. Franchise Tax (92E) (10.2) 7.4 

Federal Inccme Tax ~4M"~ ~4B:7~ 33.2 
:I:otaJ. ~enses 214.4 284.9 216.9 320.5 

Net Oper~ting Revenues (51.0) (121.5) (53.5) 42.5 

R~te Base 402.4 ~3 .• 0 401.8 401.8 

R:l.te of Return (l2.67)% (28.72)% (13.32)% 10.58% 

(Red Figure) 

Staff: Exhibit 81 
Co.: Exhibit 86, Revised 12-20-78 
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VII. RESULTS OF OPERATIONS - ELECTRIC DEPARnfENT 
A. REVENUES 

Revised Exhibit 86 indicates that staff and SDG&E are in agreement 
on test year 1979 revenues at present rates for the Electric Department of 

$208,243,800. These revenue figures reflect the impact of last year's rate 
reductions follo~"ing 'Proposition 13 and exclude 3.11 revenues related to ECAC ... 

B. OPERATING EXPENSES 
Production Expense 

The st~~~ a~J ~~~ dlff~~ ta Ea~tr 2§tiill4t@§ ot te~E 
ye4~ ~979 ?roduct~on ~xpens~s by $5~S4l~900. The major area of 

differences are discussed in the following paragraphs •. 
Account 500 - A1r Pollut::i.on Control Study 

SDG&Ets estimate was based on a £iv~-year amortization 
of total anticipated expendieures on this study necessary to meet 

the requirements of the Clean Air Act. The staff based its estimate 
on a five-year amortization of amounts actually expended for this 
study. SDG&E contends that amortization of expenditures incurred 
beyond ene test year is proper, especially when such expenditures are 

mandated by legislative or regulatory authorities. We will adopt the 
staff estimate modified to include amortization of the esttmated 1979 
expenditures of $400,000 for this study, or 3 test year estimate of 
$225,100 for this expense. \ 
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Account 50S - Operation Electric Expenses 
The chief area of difference in this account,was for operator 

training expenses. SDG&E's estimate was developed by t%ending the whole . 
account, whereas the staff trended the applicable subaccount and made 
aejus:~c~:s where necessary to reflect changee condi:ions. We will 
adopt the staff estimate of $1,956,400 as reasonable. 

Account 505 - Water Environmental Amortization 
Consistent with our treatment of Air Pollution Control 

Amortization, we will adopt the staff estimate for this subaccount 
which allows amortization of estimated costs to be incurred in the test 
year. 

Account 507 - Rents. Encina 5 Lease Pavment . 
Staff and SDG&E differ as to this expense category on the 

trcat~cnt 0: the interim rent in developing. the net gain on sale of 
Encina 5. SDG&E argues' that.since the sale was completed on Au~st 24. 
1978, AFDC had ceased to be capitalized and that it had sta%ted to incur 
interim rent as the carrying cost of the plant. SDG&E reduced the gain 
on sale by the ~.oun: of $1.3 million to reflect interim rent for the 
balance of the third quarter of 1978. The staff disagrees with SDG&E's 
treat~ent of interim rent,8s provision for interim rent was made in 
D.88697. We agree with the staff that no deduction for interim 
rent should be made in calculating the gain on the Encina 5 
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sale. We will adopt a $9,401,000 figure as the reasonable rent 
allowance for Encina S. 

In connection with this transaction, the staff further 
recommended that the unamortized gain relating to the Encina 5 sale 
be used as a rate base deduction. We will not adopt the staff's 
recommend3tion in this particular situation, 'as we believe SDG&E's 
coverage problems are troublesome enough considering disallowances of 
certain Sundescrt expenditures, ~nd the adopted nonrate base treat
ment of Sundesert nonsitc expenditures. This treatment will share 
some of the bene:its of low cost financing obtained by the Encina 5 s~le 
leasebac~ transaction with the shareholders. 

Account 510 - Maintenance Suoervision and Engineering 
Consistent with our ndoption of the staff's estimates for 

Account 50S for training expenses, we will also adopt the staff's 
estimates for Account 510 which treats maintenance training expenses 
in a similar manner to Account 505. 

Account 511 - ~~intenance of Str~cturcs ' 
'SDG&E based its estioates for this account on a trend of 

\ 

dollars of maintenance expense per barrel of storage capacity. SDG&E 
claims that this methodology has the effect of leveling estimated 
cx~enscs for 1979. The staff was critical of SDG&E's methodology on 
the ground that only 40 percent of the expenses related to maintenance 
of oil storage facilities and the remaining 60 percent to maintenance 
of other structures. 

The staff's estimate was based on 1977 level of expenses for 
this account escalated to include material eost inflation and labor 
cost increases. While we do not agree with SDC&E's methodology, we 
are also of the opinion that the staff's figures are deficient in that 
they includ.e no allowance for Encina 5 or the waste water treatment 
plant, nor do they properly reflect the increased emphasis being placed 
on SDG&E's heat rate improvement progr~. We will adopt, as reasonable. 
the average of staff's and SDG&E's estimates, or $1,697,600 for our test 
year estimate for Account 511. 

-33-



• • A.58067 et al. km/fc 

Nuclear Power Production Expenses 
The staff's estimate for this group of accounts of $3,103,300 

is $83,600 lower than SDG&E's esti~te of $3,186,900 due to the 
elimi~tion of a 7 percent wage increase for test year 1979 included 
in these accounts. SDG&E's figures are based on 20 percent of the 
operating expenses of San Onofre ~uclear Generating Station and based 
on Edison's estimates in its rate increase Application No. 57607. 
Since we have included the 7 percent wage increase in 1979 expenses 
for Edison in D.89711, we will adopt SDG&E's estima,tes for this 
expense c~tegory for test year 1979 as a reasonable test year 
estimate. 

Gas Turbine and Other Power Suoolv Expenses 
The chief area of difference between the staff and SDG&E is 

in Account 549 (Miscellaneous Expenses) and Account 553 (Maintenance 
of Generating Equipment) in which the staff.'estimates are lower by 
$32,100 and $305,900, respectively. Staff and SOG&E differ as to the 
n~~ber of major and minor overhauls estimated for the test year. 
SDG&E based its estimate on use of a five-year trend with scheduling 
adjustments for the number of yearly overhauls, based on one overhaul 
for each 8,000 hours of anticipated operation per generating unit. The 
staff averaged the number of overhauls for the, as expected, year 1979 
with the number estimated for the 1979 test year by SDG&E in developing 
its test year estimate. We agree with the staff that SDG&E's method 
tends to overstate overhaul expenses for the test year; on the other 
hand, we find that the staff estimate failed to sufficiently consider 
ine=eased overhaul expenses due to new facilities. We will increase 
the st~ff estimates by $10,000 in Account 549, Miscellaneous ~~enses, 
and by $100,000 in Account 553, ~~intenance of Generating Equipment. 

The difference in Account 549.0 of $160,000 relates to the 
South Bay Combustion Turbine Amortization. SDG&E included this amount 
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as a part of gas turbine expenses, whereas the staff included the 
amount in the depreciation and amortization category. We will 
adopt the staff's treatment and adopt the staff's estimate for this 
account. 

Non-Energy Cost Adjustment Clause 
(ECAC) Undistributed Fuel Expenses 
The staff made adjustments to these accounts to eliminate 

the cost of fuel for sales to Dw~ in excess of SDG&E's purchases 
from Dw~. SDC&E included these costs in ECAC Application No. 58263, 
as well as in this proceeding, to make certain it will recover these 
costs. Decision No. in Application No. 58263 has 
resolved the issue as to the appropriate ratemaking forum for recovery 
of fuel costs relating to excess DWR sales by refusing to authorize 
SDG&E to amend its ECAC tariff to enable recovery of such costs 
under an ECAC filing. We will, therefore, include such costs for 
recovery in base rates. The only estimate in this record for test 
year 1979 is SDG&E's estimate of $4.2 m~llion based upon estimates 
provided by DWR. None of the parties to the proceeding challenged 
the reasonableness of this estimate. We will include such 
estimate in our adopted figure of $8,590,900 for non-ECAC fuel expenses~ 
Transmission Expenses : 

Staff's estimates for Account 561 (Load Dispatching) and 
Account 562 (Station Expenses) were lower than SDG&E's estimates by 
~567400 and ~4470007 respectively. These differences are due to 

differences in estimating methodology. SDG&E trended these accounts 
for the years 1966 through 1975 and extrapolated this data to obtain 
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its base value for 1977 and from this figure made its estimates 
for 1978 anc 1979. SDG&E argues that this method eliminates the 
problem of 1976 data which w~s considered nontypical because of the 
substantial reduction in force which took place toward the end of 
1975. The staff used recorded data from 1973 to 1977 and after 
adjustments for unusual items developed its estimates. The staff 
contends that inclusion of the more recent data makes the staff's 
estimates core reflective of the trend of SDG&E's expenses in the 
transmission and distribution expense categories. We will adopt 
the staff's estimates for Accounts 561 and 562 for our test year. 
The staff and SDG&E agreed on a $2,133,200 estimate for Account 565 
(Transmission of Electricity by Others), which include $169,111 
for wheeling charges. 

Account 570 - Station Equipment and 
Account 571 - Overhead Lines 
Staff's estimates for these accounts were $143,100 and 

$145,400 less than SDG&E's estimates. We believe that the staff's 
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methodology produces a more reasonable estimate of expenses for I 
these two acco~nts for test year 1979. 
Distribution Expenses 

Account 583 - Ooeration Overhead Line ~~oenses 
The staff's estimate for this account of $868,100 is 

$40,500 lower than SDG&E's estimate. The staff contends that there 
is no indication that SDG&E considered the increase in underground 
customers and decrease in growth rate in overhead customers in 
making its estimate. SDG&E argues that such trend was considered 
by its use of a 10-year trend study. Based on the record, we are 
not convinced SDG&E fully considered the increase in underground 
customers ~nd we will adopt the staff estimate as reasonable for 
this expense category. 

Account,587 - Customer Installation Ex~enses 
The staff made an adjustment reducing SDG&E's estimate 

by $122,600. The staff contends that SDG&E's estimate did not 
adequately reflect the improvements in customer investigations and 
adjustment procedures. We do not agree· with the staff's or SDG&E's 
estimates and will use a per customer cost estimate of $1.65 instead 
of the $1.60 staff figure in developing our adopted expense of 
$1,367,300 for test year 1979. 

Account 588 - Miscellaneous Distribution Expenses 
The difference between the staff's estimate and SDG&E's 

estimate for this account of $128,700 is primarily due to the 
disallowance by the staff of $85,000 included in SDG&E's estimate 
for additional efforts in the existing manual mapping and records 
service expense category. SDG&E has failed to convince us that 
this additional allowance is justified. We will adopt the staff 
estimate of $994,300 for this account as reasonable. 

Account 593 - Maintenance of Overhead Lines 
The staff's estimate for this account of $4,012,900 is 

$740,700 less than SDG&E's estimate. The difference between the 
two estimates is mainly due to the methodology used. The staff 
contends that its approach more properly reflects the decrease in 
growth rate for overhead customers, and the increasing growth rate 

for underground customers. SDG&E argues that the staff methodology 
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ignores the effect of the 1975 layoffs resulting in the deferral of 
maintenance. We do not agree with either estimate as reflective of 
anticipated test year conditions 3nd adopt, as reasonable, an average of 
the estimates, or $4,384,000, for this expense category. 

Account 593 - Overhead Lines Preventive' Maintenance Program 
The staff's esttmate for this program of $36,000 is $54,000 

lower than SDG&E's 'estimate of $90,000. The staff's estimate is based on 
the amortization of overhead line preventive maintenance study over a 

five-year period~ whereas· SDG&E included the estim3ted expenditures for 
the study in 1979 as the test year expense. We will adopt the staff 
estimate as our adopted estimat~ as this study will provide future 
expense savings and should be amortized. 

Account 594 - Maintenance Underground Lines 
The staff's estimate for this expense category was $655,300 less 

than SDG&E's estimate to arrive at a test year estimate that is reflective 
of expected conditions. We will treat this 3cc:ount similarly. to our 
treatment of Account 593 and average the two estimates to arrive at an 
adopted expen~e'of$l,839,500 for this acco~nt. 

Account 594 - Underground Line Preventive Maintenence 
The staff adjusted SDG&E's estimate for this program from 

$916,000 down to $213,000. The staff amortized the esttmated startup 
cost of the program of $349,000 over a five-year period and further 
recommended that only 20 percent of whatSDG&E has requested over 
and above the startup costs be authorized. The staff argues that 
implementing a preventive ~~intenance program of the magnitude proposed 
by SDG&E is unwarranted considering the past record of declining cost 
per customer for the maintenance of underground lines. SDG&E argues 
that the declining cost was largely due to the staff cutback in 1975 
and that a 20 percent allowance would reduce the effectiveness of 
SDG&E's program. We will adopt the staffrs estimate for this account as 
the reasonable allowance for this program. If SDG&E can show the cost
effectiveness of this program, we will reconsider this matter in a 
subsequent general rate C3se. 
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Customer Accounts Expense - Electric, 
Gas. and Steam Departments 

SDG&E's estimate for this expense category of $14,802,700 
exceeds the staff's estimate by $1,012,300. Of this total,$427,100 
relates to an amount included by SDG&E for uncollectibles relating to 
ECAC revenues which would not be recoverable if the uncollectible and 
franchise allowance included in ECAC rates is limited to 1 percent. 
The Commission has resolved this issue in D. in Application 
No. 58263 by allowing full recovery of uncollectibles and franchise fees 
relating to such revenues; therefore, we will adopt the staff's estimate 
for Account 904 <Uncollectible Accounts). .The other differences 
relate basically to differences in estimating methodology. We are of 
the opinion that SDG&E's estimates are more reliable than those of the 
staff and will adopt SDG&E's estimates with the exception of Eleetric 
Department uncollectible~ and after reducing Electric and Gas Departments 
estimates by $6,000 and $3,600 to reflect estimated savings from the 
installation of a new telephone system (System for Administrative 
Response). The adopted Customer Accounts Expenses by departments are: 

Electric Department $ 9,002,500 
Gas Department 5,362,100 
Steam Department 1,400 

Total $14,366,000 
Marketing Expense - Electric 
and Gas Departments 

The staff's estimate for this expense category is $8,679,300 
less than SDG&E's estimate. The difference is due to the staff's 
disallowance of all conservation expenses (totaling some $8,807,000) for 
implementation of D.88SS~ in Case No. 10032, and the transfer of 
$127,700 relating to the School Energy Education Program from Administrative 
and General (A&G) Expenses to Marketing Expenses. As discussed 

i~ Section ~ Conservation, we will adopt the staff estimate for 
test year 1979 marketing expense~ adjusted to include the $846,985 
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authorized to be funded by D.90308 in Case No. 10032 for the insulation 
incentive program. Consistent with Finding 23 in D.90308 we will 
require that funds authorized for the insulation incentive program 
which are not expended for this program will be subject to refund 
upon termination or completion of the program., The adopted expenses 
for the two deparecents are: 

Electric Department 
Gas Department 

A&G Expenses ~ Electric, Gas, and Steam Departments 

$1,960,800 
$2,013,400' 

staff's estimates for this expense category are $27,006,900 
for the Electric Depar~t, $10,320,100 for the Gas Department, and 
$46,400 for the Steam Department and are lower than SDG&E's estimates 
by $5,471,000, $498,SOO, and $2,60~ respectively. 

Account 920 - A&G Salaries 
Account 921 - Office Supplies and Expenses 
The chief difference between staff's and SDG&E f S estimates 

is the disallowance by the staff of certain.public relations and insti
tutional advertiSing expenditures. The staff disallowed all public 
relations expenditures which failed to meet the criteria set forth by the 
Commission in D.84902, PaCific Gas and Electric Company (PG&E) and reaffirmed 
in D.86794, Edison. Similarly, all institutional advertising expenses 
were disallowed by the staf~again based on Commission policy established 
in the prior mentioned decisions. SDC&E disagreed with staff and 
presented witness Richter to testify on Exhibit 10, Report on Public 
Relation~and supports its public relations programs as meeting the 
criteria set forth in D.84902. Staff was critical of various public 
relations programs because they were not explicitly conservation 
oriented, finding the material more promotional than conservation 
oriented. SDG&E solicited requests for speakers,and that conservation 
expenditure should be accounted for separately and not in A&G accounts. 
While we agree with SDG&E that interpretation of the language contained 
in D.S6794 and D.84902 involves the exercise of judgment, SDG&E should 
have been more cautious in light of the language in those decisions 
relating to general conservation advertising and the need to account 
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for conservation expenses separately. We believe the staff's 
estimates are more reasonable and will adopt the staff's figures for 
Accounts 920 and 92~adjusted to include the salary of the new 
executive vice president. The increases to the various departments 
are as follows: 

Electric Department 
Gas Department 
Steam Department 

Account 926 - Employee Pensions and Benefits 

$72,620 
$27,240 
$ 140 

The staff's estimates for this expense category were lower 
than SDG&E's estfmates by $564,900 for the Electric Department, 
$245,300 for the Gas Department, and $1,700 for the Steam Department. 
The two main issues relating to this account were the appropriate accrual 
rate to be used in making the 1979 test year estimate of pension expenses 
and the use of 1979-80 fiscal year estimate for test year 1979 as 
opposed to the staff estimate based on the usage of one-half of the 
1978~79 and 1979-80 fiscal year estimates as the 1979 test year 
estimate. The ALJ permitted SDG&E to file a late-filed Exhibit 47, 
the Johnson and Riggins actuarial repor~ as of June 30, 1978. SDG&E 
filed with such report as Table I a revised estimate of penSion plan 
costs,which was objected to by the staff. We agree with the staff 
that such new estimate is inadmissible under the Regulatory Lag Plan 
and will not admit Table I attached to Exhibit 47 into evidence. 

Staff witnesses Rayburn and Goalwin supported their estimate 
of a 12.73 percent accrual rate and SDG&E's witness Ault supported the 
use of a 13.08 percen't: accrual rate as being reasonable. Based on 
the testimony and the fact that late~f11ed Exhibit 47 shows an accrual 
rate of 13.36 percent as of July 1, 1978, we will adopt SDG&E's accrual 
rate estimate of 13.08 percent as being the reasonable test year accrual 
rate. 
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On the issue of the proper accrual period to be us ed in 
arriving at the test year estimate, SDG&E argues that its methodology 
was adopted by the Commission in its decision in Applications Nos. 
55627, 55628, and 55629. The staff argues that annualization in 
that proceeding was reasonable as the test year was half over when 
the decision was issued. We are of the opinion that test year annuali
zation is also reasonable under the circumstances for this proceeding 
and will adopt SDG&Efs estimate modified to reflect our adoption of 
st~:f's wage est~tes which are lower than SDG&E's wage estimates. 

Another area of difference between SDG&E and staff for this 
account related to savings plan contribution costs. We are of the 
opinion that SDG&E's estfmate for this expense category has been 
justified. 

Account 927 - Franchise Reguirements 
!he chief difference between SDG&E's and staff's estimates for 

this account is the inclusion of franchise fees not recovered through 
ECAC revenues. Consistent with the treatment given in D. 
to allow recovery of ECAC revenue related franchise fees and uncollect
ible expenses in ECAe proceedings, we will disallow franchise fees 
relating to ECAC revenues and will adopt the staff estimate for Account 
927 as our reasonable test year esttm4te. 

Account 930 - Miscellaneous General Expenses 
Staff's estimates for 'this account were less than SDG&E's 

estimates for the respective departments as follows: 

Electric Department 
Gas Department 
Steam Department 

$1,825,400 
$ 183,000 
$ 700 

The chief areas of differences are discussed in the paragraphs that 
follow. 
R&D 

Electric Load Management Project 
The staff's estimate for this project was $177,100 less than 

SDG&E's estimate. The staff based its estimate on e~~ected expenditures 
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fo~ the pe~iod 1978 through 1981 ~~d divided such total by four 
whereas SDC~ based its esti=ate on actual expected expenditures 
for 1979. SDG&E objects to the staff methodology as oeing L~con
sis tent with the est~ating methodology used in other parts of the 
staff study. After a review ot the record, we are of this opL~1on 
that the statf methodology produces a reasonable estl~te ar.d w1ll 
ado~t the staff e5tL~ate ror this proSr~~. 

Research ar.d Develooment 

'rhe stat'! · .... as in basic agreel':".ent with the revised SDC&E 
R&D program except for the bl~~Ket budget of $66~,Oco re~uested by 
SDG&E. SDC&'::, in it~ revised budget for 1979, excluded various 
programs included in its original estL~ates, added or revisea 
esti~~tes for cert~L~ programs, ~~d requested the inclusion of a 
blanket allotment for R&D. The net effect of all these ch~~ges L~ 
the revised budget was no dollar ch~~6e L~ the 1979 test year 
est1~ate for R&D. The staff argues that SDC&E's request for a 
'ola..~ket is unprecedented and a."1 a.tter:p'C to obtaL"l funds · .... ith no 
pl~~s to use such f~~ds. SnG&E a.r~es 'Chat R&D ende~vors change 
fre~uer.tly as sho'~ by SDG&E's need to revl~e its R&D bud;et since 
~he ti:e of filL~g. ~e ag~ee in principle that it is l~possible to 
~equire SnG&E to ar~ive at an R&D budget without any conti~gencies. 
~~ th1c period of energy zho~'C~ges ~~a rapidly chsnglng econocic, 
~olitica.l, and social events, we a:e of the opinion that a bla."'l%et 
budget of $664,000 is ~ot ~~re~sonab1e to enable SDC&E to adopt 
its R&D ~~ogr~$ to meet the needs ot SDG&E ~~d its ratepayers. 
-";lth the cancellation of the Heber Cecthe:::-::a.1 ?~oject, it is :l?parent 
that additional R&D !~~ds are necessary it geothermal e~er6Y is 
going to become a suostantial ene~gy source for SDG&E in the 1980's. 
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We c~~ot authorize a blanket test year expenditure which 
is not directed at a specific area of activity. However, we w111 
adopt SDG&E's est~ate on the condition that it is used for R&D in 

the a=eas of geotheroal, solar, ~~ olo-mazz ~eveloprnent, or ene~gy 
conservation. 

L~ Decision No. 86595 we outlL~ed our guidelines for staff 
evalu~t1on o~ the re~sonableness ot research ~~d development expenses 
!or the Southern Cali:orni~ Gas Company. These guidelines were 
~~tencec to cau~e the utility to con~lcer ca~e!ully the needs and 
purpose: of proposed research ~d develop~ent expenditures and to 
allow our sta!f su~ficient ~irection ~or ar.aly:ing proposed projects 
~~d expenses. ~e expect that SDG&E will also adhere to these guide
l~~es. 

We bel~eve th~t S~C&E's R&D ex?end~tures past, ?resent and 
tuture ~ust be evaluated on a project*oy-;roject basis. Therefore, 
we expect the sta!f L~ StG&E's next ge?eral rate proceedir~ to veri~y 
the reasonableness of differences between recorded R&D exper.ditures 
~d those which we will adopt ~ this deCision, includ1ng the 
$664,000 bl~~Ket authorization. Furthe~ore, we expect the staff 
:0 :ake reco~~encations on the propriety of SDG&E's total R&D e~fort 

~d to recommend ratemaking adjustments if the $664,000 b13nket is 
uzed as described herein or it warr~~ted by the staff's evaluat~cn 
of R&D expenditu~es. 

Mex1c~~ Power Project 
SDC&E included $1 million in Acco~~t 930 to amortize 

anticl~atec expenditurez for the Mexic~~ Power Project of a;proxicately 
$5 ~i11ion. The staff recor.~ends that the rate-ma~i~ treet~ent for 

-42a-



• A.S8067 et al. km./fe /kd * • 
~hese expendi~ures be defe~red ~ntil the project has been completed. 
We concur with the staff recommendation; however, we are of the 
opinion that SDG&E should be permitted to accrue AFDe on such deferred 
expenditures which will be capitalized should the project be successful to 
enable SDG&E to recover the financing costs on the Mexican Power Project. 

Institutional Advertising 
Although SDG&E is aware of the Commission'S policy relating 

to the ratemaking treatment for institutional advertising, it is 
requesting the inclusion of $382,700 for such expenditures in 
Account 930. SDG&E's witness Hamrick justifies the inclusion of such 
amount as he believes that the utility has responsibility as a 
societal institution holding public trust to provide factual information 
to its customers. He considers it critical that customers understand 
energy supply pricing, peak load problems, environmental considerations, 
the National Energy Conservation Policy Act (Act), utility financing, 
and the general atmosphere in which· SDG&E conducts its business, especially 
under the energy situation that has existed for the past .several years 
and exists today. The staff, on the other hand, contends that the advertis
ins described bY' witness Hamrick is for corporate itlilge building and clearly 
not an expense to be borne by ratepayers. We are not moved by SDG&E's 
ar~~ents and will adhere to our policy of disallowing institutional 
advertising of $382,700 included in Account 930. (Electric, $277,900; 
Gas, $104,300; and Steam, $500.) 

All Other A&G Exoenses 
We will adopt the staff estimates for all other A&G expense 

categories modified where necessary to reflect adopted adjustments in 
other accounts. The differences between staff and SDG&E are relatively 
minor. 

C. WAGE ADJUStMENT AND PRODUCTIVITY WAGE ADJUSTMENT 
The staff Results of Operations Study included a wage 

adjustment to eliminate a 7 percent wage increase included in its test 
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year estimates to be comparable with SDG&E's estimates. The staff 
eliminated the increase, as such amounts were'not firmly contracted 
at the conclusion of the hearings. The ALJ requested SDG&E to advise 
the Commission as·to any wage increase offer to the union and the 
outcome of such negotiations. On February 12, 1979, SDG&E, by letter, 
advised this Commission that a 7 percent wage increase was offered to 
its union employees effective March 1, 1979. Since such offer is 
within ihe voluntary wage and price standards, and since it is 
highly unlikely that the wage settlement will be any less than that 
offered by SDG&E, we will disallow the staff wage adjustments and 
include the 7 percent wage increase in our test yea~ 1979 estimates. 
Furthermore, since this decision will become effective some time 
after the effective date of the labor cont=act date (March 1, 1979), 
we will adopt as reasonable the annualization of the 1979 wage levels 
for our test year estimates. 

The staff also recommended a productivity adjustment of 
7 percent be made to management salaries. In 'Claking this adjustment, 
the staff imputes an increase in productivity s~fficient to offset 
the esttmated wage increase for management personnel. (employees with 
salaries of $25,000 or more). SDG&E argues that the staff proposal 
was not based on any study to determine whether such an increase in 
productivity was feasible or measurable, that it may result in doub1e
counting, and that the~e was no concrete evidence in this record that 
the disallowance would produce some benefit or was due to some mal
feasance on the part of SDG&E. The staff witness further indicated 
that this is the first time a productivity adjustment was proposed 
in an SDG&E rate case and that such adjustment had not been adopted 
by the Commission in the recent PG&E rate decision (D.S9316). While 
we agree in principle with the staff that utilities should be 
encouraged to increase productivity, we are of the opinion that the 
staff s~dy in this area is not sufficiently dev~lo~ed to support 
adoption of the staff recommendation in this proceeding. 
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D. MANAGEMENT AUDIT 

Consistent with its position in recent major utility general 
rate cases, the staff recommends that SDG&E undergo a management and 
operational audit by an outside consultant. SDG&E supports the 
concept of such an audit and believes that it should be a mutual 
undertaking between it and the Commission. SDG&E further believes 
that it should be allowed relevant input in establishing the audit 
guidelines and objectives, as well as in the selection of a specific 
consultant. It also believes that an intertm report should be issued 
by the consultant for comment by SDG&E and staff before it is presented . 
to the Commission as a final report. SDG&E believes that public 
hearings on the report are inappropriate due to the confidentiality 
of the information which it will contain, although it expects that 
inquiry will be made in subsequent rate cases concerning its evaluation 
of the recommendations contained in such report. It further believes 
that should such audit be required by the Commissio~reasonable costs 
incurred on such audit must be recoverable in rates. 

In D.89316 we stated: 
\ 

"If we are to be more than a rubber stamp, 
translating cost increases into rate increases, 
we must scrutinize and exercise our investigatory 
ingenuity to insure utilities operate productively 
and efficiently. ••• We believe, however, it is 
necessary that the company precisely examine its 
efficiency and demonstrate to us that it is 
attempting to improve its efficiency and reduce 
costs. A management and operational audit by an 
independent consultant roay accomplish this 
result." (Mimeo. p. 48.) 
While we did not require Southern california Gas Company to 

undergo such an audit in D.897l0, we have ordered both PG&E and Edison 
to undertake a management audit. We will also require that SDG&E be 
subject to a management audit as we believe it is critical tnzt 
SDG&E, with its growth and financing problems, operate at maximum. 
efficiency in order to be able to provide good service at reasonable 
rates to its customers. 
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In connection with the reservations expressed'by SDG&E as 
to whether it would be permitted to provide its input on the scope and 
objectives of such audit, we will assure SDG&E that we consider such 
an audit to be a mutual undertaking by both SDG&E and the staff. In 
ordering the staff to devise specific areas of inquiry and recommend 
those to the Commission for app:oval before the audit is contracted for 
and commenced, we expect SDG&E to participate fully in such 
recommendation. We expect similar SDG&E input in the areas of audit 
guidelines and objectives as well as the selection of consultants. 
!he only real area of difference we have with SDG&E is their comment 
that publie he:lrings on the report are inappropriate due to the ' 
confidentiality of the information which it will contain. We believe 
that the ne,cessity of maintaining confidentiality is extremely limited 
and will rule so if we so agree with SDG&E. We also agree that reason
able costs for conducting a management audit are recoverable in rates 
as we believe such audit will be beneficial to the ratepayers. 

E. DEPRECIATION AND AMORTIZATION 
!he staff and SDG&E agree in tbeir estimates for this expense 

category for the Steam Department and are in substantial agreement for 
the Gas Department. We will adopt the staff estimates as our test 
year estimates for this expense category for steam and gas. The staff 
and SDG&E differ in their estimates as to depreciation and amortization 
expenses for the Electric Department. The difference is primarily due 
to the recommended disallowance of certain Sundesert nonsite 
expenditures to be amortized. For reasons contained in our discussion 
on Sundesert expenditures, our adopted depreciation and amortization 
figure will differ from both staff's and SDG&E's estimates. We will 
adopt the staff depreciation and amortization expense estimate modified by 
our adopted treatment of Sundesert nonsite costs with amortization over 
a five-year period. 

The Finance Oivision's witness Hughes recommended that in 
arriving at a provision for Nuclear Decommissioning Expense related to 
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San Onofre Unit No.1, the future tax benefits relating to the deduction 
be considered. His testimony basically repeated similar testimony 
in Application No. 57602 involving Edison and its 80 percent ownership 
of San Onofre Unit No.1. The staff depreciation witness O'Donnell 
did not adopt Mr. Hughes' recommendation in arriving at his estimate. 
City opposed burdening current ratepayers with any decommissioning 
cost because it was speculative as to amount, time, and regulations. 
This issue was thoroughly discussed in our D.897ll of Edison (Mimeo. 
?p.76-77). Consistent with our adopted treatment in D.89711, we will 
~ot adopt Mr. Hughes'recommended treatment, but will adopt the staff 
depreciation witness O'Donnell's estimate for the purpose of this 
proceeding. We do agree with the staff accounting recommendation 
that decommissioning costs for each nuclear plant be accounted for 
on a unit basis and will adopt such recommendation. 

F. TAXES OTEER nIAN INCOME 
Staff and SDG&E differ in their estimates for this expense 

category for test year 1979. The major area of difference was in the 
estimate of ad valorem t3xes. Since SDG&E's Exhibit 68 was based 
on the actual 1978-79 post-Proposition No. 13 t3X rate, the staff 
does not oppose the adoption of SDG&E's estimates for the Gas and 
Steam Depar~nts. The l~rger difference for the Electric Department 
is due to the staff's nonrate base treatment of Sundesert site costs
Since we have included Sundesert site costs in r~te base in Section V) 
we will adopt SDG&E's estimate for ad valorem taxes. We will 
s~i1arly adopt SDG&E's estimate for payroll taxes since there is 
little difference between the two estimates. 

G. INCOME TAXES 
General 

Staff Financial Examiner Humphrey set forth in Exhibits 23 
and 24 proposals for income tax computation which are substantially 
different from those currently used in computing income taxes for 
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ratemaking purposes. These proposals were also made in Phase II of 
PG&E's Applications Nos. 55509 and 55510. Considering the complexity 
of the issue and the effect on other utilities, as well as on other 
interested parties, the Commission opened OIl No. 24 to fully explore 
the issue of the appropriate calculation of income taxes for ratemaking 
purposes. Mr. Humphrey testified that he introduced his exhibit in this 
proceeding to provide necessary information to implement his recommended 
income ta~ calculation methodology should the Commission issue a decision in 
OIr No. 24 adopting his methodology prior to the issuance of this decision. 
Investment Tax Credit (ITC) 

By D. 89048, dated July 27, 1978, the Commission granted 
l~ted rehearing as to the proper treatment of ITC in the computation 
of income taxes in D.55627, D.55628, and D.55629 to be consolidated 
with the hearings in Application No. 58067. In D.89857,in our Interim 
Order on Motion for Partial General Rate Increase (Mfmeo. p. 14), 
we discussed our reasons for limiting ITC to 50 percent of the tax 
liability plus the ratable flow-through of, the exce'ss ITC generated 
by the 1975 Tax Reduction Act. An Internal" Revenue Service ruling 
has not been received as of this date; accordingly, we will compute 
income tax expense in a manner similar to D.89857. Income tax 
expense computed with the 50 percent limitation on ITC will be made 
subject to refund pending final resolution of this issue. 

There was substantial testimony ,and disagreement between 
staff and SDG&E as to the tax treatment of abandonment costs, the gain 
from the Encina 5 transaction, and net after tax treatment of R&D 
plant. The staff witness testified that the method used by the staff 
followed the traditional methodology to permit SDG&E to recover one 
dollar in revenues for each dollar of abandonment cost authorized 
by the Commission to be recovered. The staff methodology passes 
through to the ratepayers the tax benefits of any write-off. It is 
possible to obtain the same end result by amortizing a gross figure 
and at the same time for ratemaking purposes amortize the tax deductions 
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over the same period of the amortization or use a net of tax figure 
and amortize such net amount. Whe-re the unamortized balance is 
included in -rate base, such as R&D plant, then it is necessary 
that a net of tax figure be used with no deduction taken for calculation 
of income taxes. As indicated, we will calculate income taxes for the 
purpose of this proceeding by using the 'traditional ratemaking metho
dology and use the reduced corporate tax rate of 46 percent provided 
for in the Revenue Act of 1978. 

VIII. RESULTS OF OPERATIONS - GAS DEPARTMENT 
A. REVENUES 

Revised Exhibit 86 indicates that the staff and SDG&E are 
in agreement as to estimated gas revenues for test year 1979 of 
$120,160,700. Such revenues reflect the effect of Proposition No. 13 
and provide for no change in Purchased Gas Adjustment (PGA) revenues. 

B., OPERA'IWG EXPENSES 
Gas Supp 11 Expenses 

SDG&E adopted the staff's gas sup~ly expense estimate as the 
proper test y~ar estimate for 1979. With the adoption of the Supply 
Adjustment Mechanism (SAMh effective October 15, 1978, any discrepancy 
between actualand adopted supply or sales levels will be remedied through 
SA..'1. 

Gas Storage Expenses 
The staff's estimate for this expense category is $223,400 

lower than SDG&E's estimate. Approximately half of the difference 
is due to trending methodology differences and the other half is due 
to the staff's rejection of test year allowances for expenses to be 
incurred in the r<l.tUX'e. 'tt1e are of the opinion that the staff's 
:ra temaking treatment of these maj or expend::' t:u.res recurring every 5 
or 10 years penalizes SDG&E in that SDG&E is required to make this 
initial expenditure and is permitted toxecover such expenditures over 
a period of time without consideration of the ttme value of money. 
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We.are of the opinion that both staff's and SDG&E's estimates 
are not reasonable; therefore, we will adopt an average of the two 
estimates as the reasonable test year estimate for this 
account. 
Gas Transmission Expenses 

Although the staff's estimate for this account was only $33,000 
less than the estimate of SDG&E's witness, considerable time was exp~nded 
in challenging staff witness' methodology in making estimates for this 
and other accounts. We do not agree that the staf'£ witness purposely 
attempted to slant the estimates by using the method which would produce 
tha lowest result. However, it would appear that much of the problem 

could have been avoided had the staff witness indicated on his work 
papers his reason for adopting different methodologies. we do-not agree 
with SDG&E r s or staff's estimates and will adopt an average of the 
two estimates or $843,600 as our test year estimate for this expense 

category. 
Gas Distribution Expenses 

The staff's estimate for this expense category was $871,000 
less than SDG&E's estimate. Aside from differences in estimating 
methodology, a substantial portion of the difference related to different 
positions taken on SDG&E's meter replacement program relating to 
the Sprague 1959s, 1960s, 1961s, 1962s, and 1963s families. SDG&E's 
witness Morse testified that SDG&E has made the decision to commence 
an increased meter removal and repair program in 1979 aimed at removing 
and repairing all 1959 Sprague type meters. Considering the larger 
number of Sprague 1960 meters expected to be removed in 1980, it is 
reasonable to expect that the 1980 meter removal and replacement program 
will be at least equivalent to 1979's, if not significantly greater. 
For our adopted test year estimate, we will adopt as reasonable the 
$336,700 requested by SDG&E and an average of the staff's and 
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SDG&E's esttmates for the other accounts in this expense category. 
The adopted estimate for gas distribution expenses for test year 
1979 is $8,855,900. 
Other Expense Items 

All other expense categories have been previously discussed 
in our Electric Department discussions. 

IX. RESULTS OF OPERATIONS - STEAM DEPARTMENT 
Staff and SDG&E agree on a test year 1979 revenue estimate of 

$163,400. The only areas of difference on operating expenses are in 
production expenses and A&G expenses. As shown in our Electric 
Department discussion, we have accepted certain staff estimates and, 
certain SDG&E estimates. We will adopt as reasonable $48,200 as ' 
Steam Department's A&G estimate. In all other respects, we will 
adopt the staff estimates and/or methodology as our reasonable estimate 
for test year 1979. 

x. CONSERVATION 
General 

In D.84902, dated September 16, 1975, in PG&E's Applications 
Nos. 54279, 54280, and 54281, we identified conservation as the most 
important task facing the utilities today and stated our intention 
to make the vigor, imagination, and effectiveness of a utility's con
servation efforts a key question in future rate proceedings and 
decisions on supply authorizations. 

SDG&E's vice-president - Marketing, John E. Hamrick, 
testified for SDG&E; and engineers Farzaneh and Weil and econo-
mist Enderby testified on behalf of the Commission staff regarding 
SDG&E's conservation programs. Mr. Farzaneh evaluated the effectiveness 
of SDG&E's conservation programs in covering all available conservation 
markets, as~essed individual programs, and testified on the effective
ness of SDG&E's overall conservation effort. Mr. Weil analyzed the 
costs and benefits of conservation programs in terms of the participating 
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customer, society at large, the nonparticipating ratepayer, and the 
utility stockholder. Mr. Enderby analyzed the conservation measure
ment programs of SDG&E and recommended ways to improve measurement 
techniques. 
SDG&E's Position 

The staff and SDG&E are in basic agreement as to the 
reasonable level of marketing and conservation ~~enditures for test 
year 1979 except for an a~unt of $8,807,000 requested by SDG&E for 
implementing D.8855l, case No. 10032, the Rome Insulation Assistance 
and Financing Program. The staff recommends that since the incentive 
aspect of D.88551 was suspended pending rehearing (0.88928) and the 
financing program has been stayed (D.89093), subject to the action 
by the California Supreme Court on pending Petitions for Review (S.F. 
No. 23869), no amount for implementation of D.88551 should be included 
in this proceeding until the matter is finally resolved. 

Although SDG&E's witness Hamrick testified initially that 
$8.8 million was the reasonable estimate of the cost to tmplement 
D.88551 and that such costs should be recognized in this proceeding, 
he did modify his testimony (transcript pp. 39, 40, and 41) to indicate 
that should a decision in Case No. 10032 be issued prior to this decision, 
that the Commission would take notice of such decision and allow rates 
which would enable SDG&E to implement such decision. He further 
testified that should Case No. 10032 not be resolved prior to the issuance 
of the decision in this proceeding that the Commission should establish 
some vehicle for providing rates necessary to implement the final 
order in case No. 10032. 

Mr. Hamrick testified as to SDG&E's 33 residential programs, 
totaling sooe $2,146,300 for test year 197~and 6 commercial and 
industrial programs of $617,800 for test year 1979. SDG&E concurred 
with the staff that the conservation program should be expanded, 
but to do so required additional funds. SDG&E contends that it has 
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demonstrated vigor, imagination, and effectiveness in its conservation 
efforts; and, therefore, an increase in rate of return for its conser
vation efforts was warranted. 
Staff's Position 

Staff witness Enderby testified that SDG&E's econometric 
study is, in general, informative and comprehensive. The staff reeom
m~nded th~t SOG&E should (a) continue to work closely with the other 
conservation units in developing new surveys and improving previous 
survey techniques; (b) consider developing a test program in residential 
audits organized along the same principles as the commercial/industrial 
audit program; (c) attempt to collect sales data on conservation devices 
from retail and wholesale dealers; and (d) exchange ideas and infor.mation 
about econometric, consumer services, and other measurement techniques 
with other utility staffs. 

Although the staff had no objections with the estimate of 
$2,999,500 for test year 1979 for the basic conservation program 
exclusive of Case No. 10032 requirements, it did comment on various 
aspects of SOG&E's conservation program. Witness Farzaneh testified 
that SOG&E'S overall conservation efforts in 1976 and 1977 were inade
quate and that a major expansion of conservation goals and activities is 
warr~ntcd, and that SOG&E's electric conservation activities have been 
inadequate in that, of 33 residential programs, only 6 programs are de
signed specifically for electric savings. It recommended expansion of 
the conversion to fluorescent lamps program, discouragement of frost-~ee 
refrigerators and freezers, as opposed to automatic-defrost models, con
sideration of promoting ventilators, and other inexpensive devices as 
alternatives to air conditioning for new construction~ 

The staff witness was also critical of SOG&E's efforts in the 
industrial and commercial classes out notes that SDG&E plans to expand 
its efforts in this area. The staff was also critical of SOG&E's efforts 
in the Conservation Voltage Regulation (CVR) area and stated that its 
progress was slower than that of the other two major California electric 
utilities. The staff also criticized SDG&E's failure to set forth long
term gOQ!s for achieving energy conservation. 
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The staff withheld recommen~tion on a rate of return 
reduction. The staff bases its action on SDG&E's management state-

m~nts indicatin5 intent to ~mp~QV~ ~~3 wei~ program elements and the 
increased conserv~tion progr~m shown in SDG&E's test year budget. 
The staff further recommends that SDG&E be directed to substantially 
eh~and its cost~effcctive conservation ~ctivities beyond the level 
which it has made commitments to achieve. The staff further testified 
that lack of program improvements will result in a staff recommend~tion 
for a downward rate of return adjustment in future proceedings. 
Energy Comcission's Position 

Energy Commission's Statement of Position mailed on 
September 21, 1978, set forth its ev~luation of SDG&Ets eonservation 
program. It agreed with the staff that SDG&E should (1) develop a 
more sophisticated evaluation and measurement program to identify and 
enhanee the impact of the various conservation programs; (2) prepare 
and distribute a shopper's guide of electric and gas appliances sold 
in its service a.rea as well as "best buy" list of most energy-efficient 
refrigerators and freezers; (3) develop a residential audits test 
p:ogram; (4) promote passive heating and cooling techniques as part 
of a builde~ information and incentive program to urge b~ilders to 
exeeed the state building standards; (5) begin report eard billing, 
both to further energy conservation and for the provision for energy 
curtai~nt procedures; and (6) implement a school energy conservation 
education program. Energy Commission also supported SDG&E's pOSition 
that the Intermittent Ignition Device Program be continued. 

Energy Commission supported the conservation programs pro
posed by SDG&E in this application and urged this Commission to 
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authorize the funds neccss~ry for their implementation. While taking 
~o positio~ on whether an upward conservation adjustment of SOG&E's 
rate of return was justified, it did state that SDG&E's conservation 
staff's performance was commendable, considering the limited funds 
available and that this fact should be considered by the Commission. 
Discussion 

Based on the record it is obvious that it is diffic~lt to 
measure conservation due to commodity pricing. While SOG&E has 
attempted to develop measurement methodologies, much work in this 
area has to oe done by SDG&E, the utilities in general, and the 
staff to develop more uniform measurement techniques and standards. 

The staff w~s generally critical of SOG&E's conservation 
efforts in 1976 and 1977 with respect to programs that result in 
elect=ic savings, both in residential and industrial/commercial 
sectors. While it recognized SOG&E's conservation staff's efforts, 
it was of the opinion that top management was generally not equally 
enthusiastic ~bout promoting conservation •. 

SDG&E argues that the staff criticism of its electric con
servation effort was due to the transfer of master meter customers. 
from commercial to residential, thereby distorting the average usage 
~er residential customer curve and giving a misleading indicator. 
SOG&E claims that it was one of the first major utilities in California 
to promote conservation: and since it had vigorously pursued conser
vation activities in the past, its recent record may not reflect as 
much improvement as those who may have started later. 

SOG&E's own witness testified that it did not co~mence cer
tain prog=arns whiCh all other major utilities in California implemented 
in 1976 and 197~ because SDG&E believed it could make better use of its 
limited conservation funds. Energy Commission, in its motion~ 
commended SDG&E's conservation staff for its performance considering 
the limited funds available and even suggested that this Commission 
consider t~is fact in considering an increase in rate of return for 
its conservation effort. 
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We believe SDG&'Es conservation efforts for 1976 an~ 1977 
could have ::'een l~lore .:\ggressive, hO""'cver we D.rc encouraqcd by its pro
posed cxpansion of its conscrv3tion activities in 1978 and 1979. The 

st~ff's testimony indicates that SOG&E management has given its as sur

~nces that the weak clements of its programs will be improved in 1979. 

Based on the record in this proceeding, we do not believe an upward or 

do~~ward adjustment in rate of return for conservation is warrante~ ~t 

this time. P.o~evcr, we expect SOG&E to dcmonstr~tc in its next general 

rate case that substantial improvements h~ve bQCIl ~~~c in SDG&E's 

conservation programs and results. We will further require SDG&E to 

substantially expand its programs with emphD.sis on Conservation of 
electrical energy especially in the rcsidential and commercial sectors. 

Ne will includc in our adopted test year figure for Marketing (con

servation activities) an estimate of $2,999,500 to cover the basic con

servation program, plus an additional $846,985 we estimate will be re

quired under the residential insulation incentive program ~uthorizcd 

in D.90308 in the rehearing of Case No. 10032. The $846,985 will 

provide for 26,460 $25 certificates and $7.01 for each certificate of 
inspection to implement a residential insulation incentive program. 

We will also require SOG&E to modify its customer bills to 
include more information regarding customer usage to enable the customers 
to measure the effectiveness of their own individual conservation effort 

along the line set forth in Exhibit 25, Appendix C. Similarly, we will 

require SOG&E to revise its tariffs to require residential swimming 

pool owners to shift operating hours of the pumps and filters to off

peak hours. (Appendix A sets forth a sample tariff.) 

In connection with Phase II of the eVR program, SDC&E is 

di=ected to identify specific projects for Phase II and indicate when 

work on Phasc II will commence. Also in line with our action in 0.89315 

and 0.89711 relating to PG&E and Edison, respectively, we will require 
SDG&E to revise its tariff to set forth the new ranges of customer volt

age recommended by the CVR program (Appendix B). We also will require 

SOG&E to adopt the CVR implementation and reporting requirements set 

forth in Appendix C. 
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::lsc.f'ar as corr.plia:'lce of SDc.s.·E' s cO:lservation prograr::s 
with the Natio:'lal E:le~gy Conservation Policy Act (NEC?A) of 1976 is 
concer:led, there is clearly :10 ~u€stion that all were either being 
ir.'!pler:€:lted or plan:1ed wel: i:;, ~.dvance of the aaoptio:l of NECPA 

0:1 Nove~ber 9, 1978, a:1d therefore ~ay cO:ltinue into the future 
sub~ect to continued authorization of this Co~ission as provided 
by Section 216 of Title rr of NECPA. 

NECPA requires each subject utility to develop a conservation 
program i:1 compliance with a state plan (to be prepared with 

'd • , . , ,. 'i" D· ~ .... ( .... C .... ) \ - b S.:.::. eJ..l:;es ceve ... opec oy ... ne 'epar"l':1.e:'lt 0 ... ~r.ergy ~ 'I:. ). .lot Il".3.:t e 
a year or more before utility progra~s in compliance witn the state 
plan are submitted. In the i:lterim period the need to ~ove forward 
witn vigorous cO:1servation activities re~ai:ls. SDG&~ should there
fore cO:ltinue to develop its programs, assuoi:lg that ongoing 
cO:'lservation progrt1!'r..s will be a.llowed to conti:".ue, being aware of 
the possible limitations and additional mandate activities in N':=:GPA. 
The Co~mission staff should be consulted to assist SDG&E in 
deter~ining reasonable interim steps to be taken in complying with 

XI. RATE OF RETURN 
The guidelines fo~ d~ter~ining the fair rate of return a 

utility is entitled to earn are set forth by the United States 
Suprer.:e Court in its Blt:.efi.=!ld ~.vater Works dna I::;~rovement Co. and ~ 
Nntur~l G~s Co. deciSions, i:1fra. In the first mentioned case, the 
Supreme Court said, "A public utility is entitled to such rates as will 
~ermit it tc earn a retur:l on the value of the ~ro"ertv which it 
• • 1<.- '" 

e~ploys for the convenience of the public equal to that generally being 
~de at the same ti~e and in the saoe 6ener~1 p~rt of the country on 
investments in other business undertakings which are attended by 
corresponding risks ~nd uncertainties; but has no constitutional right 
to profits such as realized or anticipated in highly profitable 
e::.terp::-ises or spec1;.lative ventures." (31ue!'ield \~ater ';~orks and 
...... t ,.. .... ~~' " 1"1.,' l' <:: . ., • • (19"''') "'6'" ,I.","!')rove:-::en 1.10. v I,'es ... vlr,e;l:lla :-u.O lC ",E:rVl.ce \.iCr.":nlSSlon ,).-;..c:. 
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us 679,692,693; 67L ed 1176). In the second case the Supreme 
Court expanded this definition and said, "That return, moreo~er, 
should be sufficient to assure confidence in the financial integrity 
of the enterprise, so as to maintain its credit and attract capital; 
••• the rate-making process ••• involves a balancing of the investor 
and the consumer interests; and ••• it is tbe result reached not the 
method employed which is controlling." (FPC v Hope Natural Gas Co. 
(1944) 320 US 591, 602, 603; 88 L ed 333, 345.) 

Comprehensive showings on rate of return were presented 
by SDG&E's witness senior vice president and treasurer, Ralph L. 
Meyer; CAUS' witness Ross J. Cadenasso, a corporate financial consultant; 
and staff's rate of return witness, Ray Czabar. 
SDG&E's Position 

Mr. Meyer presented a comprehensive showing of the embedded 
cost of capital, the projected financing plan and resulting year-end 
capital structure, and the required return on common equity and the 
overall return necessary to attract the type ~nd amount of capital 
necessary. Mr. Meyer testified that a gross revenue increase ot 
$95.5 million, which correlates with a net operating income figure of 
$118 million was necessary to achieve the degree of financial health 
which he considered was appropriate for SDG&E. This would produce a 

15 percent financial rate of return on common equity (the return on 
equity computed for financial statement purposes) and would require 
an 11.27 percent return on rate base and a 16.55 percent return on 

equity on a ratemaking basis. 

Mr. Meyer emphasiz'ed that SDG&E is a high-growth company 
compared to other california electric utilities as shown by SDG&E's 
compound growth rate of 8.5 percent over the past 10 years compared 
with a 5.6 percent rate for Edison and 4.1 percent for PGSE. This 
high-growth rate has necessitated a high level of external financing 
during a period of least attractive market conditions. To compound 
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this problem, the high level of construction results in increased 
levels of noncash AFDC earnings in total earnings and results in 
low internal generati on of cash. He further testified that if SDG&E' s 
earnings are not sufficient, or are of poor quality, debt issues are 
restricted or more expensive and sales of common stock below book value 
must continue to be made to raise sufficient capital. 

Mr. Meyer emphasizes that the rate of return to be auth
orized for S'DG&E cannot be set in a vacuum. As an example, if the 
Encina 5 facilities are included in rate base, the necessary rate of 
reeurn on rate base would drop to 10.38 percent which would produce 
a 15.24 percent return on ratemaking equity and a 15 percent financial 
return on equity. 

In connection with the staff recommendation that Sundesert 
site-related costs and unamortized balance of nonsite-related costs 
not be included in rate base, witness Meyer points out that there is 
a direct correlation between the adopted rate base and the financial 
results that will flow from any given rate of return. He further 
added that to the extent the Commission targets certain financial 
criteria, such as times interest earned on internal generation of 
funds, it must not lose sight of the effect ratemaking rate base 
adjustments have on SDG&E's ability to achieve these targeted results. 

Mr. Meyer used the comparable companies' earnings test 
in developing his recommended return on equity. This included a com
parison of companies in other industries, as well as utilities, 
nationwide and in california. In order to compare relative financial 
strengths, he reasoned that the return on common equity must be expressed 
on a financial basis, since it is the common financial community yard
stick for comparing relative financial strength. 

M:r.. Meyer's study showed that although SDG&E's earned returns 
on common equity were higher than the average of the 20 utilities, 
its pre-tax times interest coverage has been well below the industry 
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average and its price earnings ratio has been generally below the 
20 company average. He explained that a reasonable explanation for 
this anomaly is th~t the percentage of AFDC profits and profits 
from interdepartmental gas sales represents a major portion of SDG&E's 
total earnings and that the investors perceive these unusual circum
stances as additional risks requiring higher returns. The investor 
is also aware that SDG&E's low internal cash generation will ,require 
con:inued common stock sales at below book value thereby diluting the 
stockholders' equity. 

Mr. Meyer also testified that SDG&E bas issued 10.5 million 
shares of common stock at prices belo~ book value fram 1973 to 1977, 
representing almost half of all the common stock outstanding at year 
end 1977 and at an average of 79 percent of book value. Dur~ng this 
period SDG&E's bond ratings have declined from Aa to Baa rating, the 
lowest rating for investment grade securities, by Moody's and a 
similar rating by Standard and Poor's. Mr. Meyer also testified 
that the debentures are rated at Ba and BB by Moody's and Standard 
and Poor's. These ratings compare, with the.'M bond ratings of FG&E 

and Edison. The lower bond ratings of SDG&E result in a higher 
interest cost for SDG&E issues with a differential of 67 basis points 
for AA bonds to 48 basis points for A bonds in March of 1978.. Mr. Meyer 
also testified that lower rated securities indicate greater risk and 
that SDG&E's request for a 16.55 percent return on ratemaking equity 
is justified when PG&E and Edison, both AA rated utilities, are 
requesting a 15 percent return on common equity in their most current 
rate filings. (Application No. 57602, Edison; Applications Nos. 57284 
and 57285, PG&E). Mr. Meyer added that the increases requested in 
this application, if granted and earned, would put SDG&E on the road 
to recovering the A and AA ratings it once had. 

Mr. Meyer also testified that ~beEncina 5 sale leaseback 
transaction, which provided low-cost financing, added to the investment 
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risk of the stockholders. Although the preferred treatment would 
be to capitalize the lease and give it rate base treatment, it is 
precluded from doing this under its current debenture indenture. 
He recommends that in order to encourage innovative financing the 
financial advantage of lease versus ownership should be split between 
tbe ratepayer and shareholder by increasing the return on common 
equity by 0.2 percent. 

In conclusion, SDG&E argues that although Mr. Meyer's 
recommendation assumes a full rate increase to be effective at the 
beginning of the test year or January 1, 1979, this would not be 
possible under the Regulatory Lag Plan which does not contemplate 
a final decision until May 1979. Furthermore, since the Regulatory 
Lag Plan contemplates a rate proceeding once every other year, the 
rates in this proceeding will also be in effect in 1980. In view of 
these circumstances) SDG&E asserts that substantial weight should be 
given to Mr. Meyers' t~stimony. 

CAUS' Position 
CAUS' witness Ross J. Cadenasso testified on behalf of 

shareholders of SDG&E in support of sbG&E's requested rate of return. 
Mr. Cadenasso spoke of the problems of the investor in common stock 
and indicated that such a shareholder had the following expectations: 
(1) that SDG&E would be allowed to earn a fair rate of return on the 
stockholders' investment; (2) that the return would be equal to the 
return earned on stockholders' investments in other enterprises of 
corresponding risks; (3) that SDG&E would be able to maintain a sound 
capital structure; (4) that SDG&E would be able to maintain a sound 
credit rating; and (5) that when SDG&E had to raise equity capital to 
finance necessary expansion that it could do so by selling additional 
shares of common stock at prices that would not dilute his interest 
in SDG&E. 

Mr. C3denasso outlined what he believes to be the dreary history 
of SDG&E, under the regulation of this Commission, including the need to 
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sell substantial stocks below book value since the ~irst rialf of 1973, the 
decline i!'l ti::es interest coverage before taxes from 7.4 tin.es in 1968 to 
2.1 t~~es in 1977 and as low as 1.7 times in 1975, the inability to earn 
its interest and preferred dividen~ requirements on two occasions, and 
the co~grading of its bond ratings from AA in 1973 to EB3 in 1975 
and current.ly. 

Mr. Cadenasso differed with Mr. Czahar.as to the selection 
of comparable companies. Mr. Cadenasso selected 12 out of 48 combina
tion gas and electric utilities listed by Salomon Brothers in their 
monthly review which sold a~ an average price of 103 percent or 
more of book value at August 31, 1977, November 30, -1977, February 28, 
1978, and May 31, 1978. These 12 companies met the test of attracting 
equity capital without confiscating existing shareholders' equity. 

For the period 1972 through 1977, SDG&E's average return on 
common equity of 12.3 percent exceeded the average of the 12 companies 
of 12.0 percent; however, SDG&E's sold at an average of 87 percent of 
book value at the above dates compared to 109 percent for the 12 
companies. Mr. Cadenasso proceeded to explain the inability of SDG&E 
to sell its common stock at a market/book ratio comparable to his 12 
companies. For 1977 SDG&E compared to the average of the 12 companies 
as follows: (1) SDG&E had a low bond rating, Baa, as compared to 
single A or double A for the others; (2) SDG&E's times interest coverage 
before taxes of 2.2 ttmes compared to an average coverage of 3.7 tfmes 
for the others; (3) SDG&E's low effective income tax rate of 7 percent 
compared to an average of 4l percent; (4) SDG&E's 44 percent ratio of 
ArDC to common earnings compared to an average 32 percent ratio; and 

(5) SDGaB'a caah flow coverage of common dividenQB ot 1.0 timea GGmpQIeg 
to an average of 2.$ times. 

In addition, for the period 1978-80, estimated construction 
as a percentage of gross plant at December 31, 1977, was 72 percent, 

compared to an average of 42 percent for the 12 companies. For the 
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period 1978-1982, Mr. ~denasso's exhibit showed that internal generation 
of cash as a percent of total capital spending was 13 percent for 
SDG&E compared to an average of S3 percent, and common stock financing 
for the period 1978-1982 as a percentage of total common stock market 
value at December 31, 1977, was 92 percent for SDG&E compared to an 
average of 29 percent for the 12 companies. 

Based on his study, Mr. Cadenasso concludes that SDG&E 
is a high risk company and that an earned return on common equity of 
16 percent is necessary if SDG&E is to sell common stock in the future 
without further dilution. He further testified that his recommended 
return on common equity could be reduced by reducing risks and 
increasing earnings quality. He urged the Commission to reconsider 
its flow-through treatment of accelerated depreciation and investment 
tax credits. He also recommended that a mechanism which would provide 
for a revision of rates as of the beginning of 1980 would reduce the 
re~rn on common equity requirement. 

Mr. Cadenasso supported the concept' of sharing the benefits 
of low cost financing from the Encina 5 sale leaseback transaction. 

In conclusion, CAUS argues that SDG&E is· a "sick company" and 
that the Commission's grants of rates of return in the past are 
inadequate and deny SDG&E its constitutionally guaranteed right to 
attract capital at reasonable rates in exchange for its assuming the 
obligation of providing service. 
Staff's Position 

Staff wi~ess Ray Czahar, from the Finance DiVision, testified 
for the staff on rate of return. He recommended the adoption of a 
year end 1979 capital structure and applied the midpoint of his 
recommended rate of return as follows: 
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Component 

Long-te~ Debt 
Bankers Acceptances 
P:referred Stock 
Con:mon Equ.ity 

Total 

• 
Staff's Recommended Rate of Return 

Capitalization 
Ratios 

44.991-
2.76 

14.16 
38.09 
Ioo.o~ 

Cost -
8.041-
8.00 
8.21 

13.50 

Weighted 
Cost 
3.621-

.22 
1.16 
5.14 

IO.JAr. 
The basic difference in the capitalization ratios between 

staff and SDG&E is the inclusion of bankers' acceptances in the staff 
capitalization ratio. Mr. Czahar testified that bankers' acceptances 
are used for the specific purpose of financing fuel oil inventory 
which is a part of rate base. Although Mr. Czahar was aware that the 
current AFDC formula prescribed by the Federal EnergTRegulatory 
Commission (FERC) requires the inclusion of all short-term debt in 
the computation of the AFDe rate, 'he believes that exclusion of bankers' 
acceptances overstates the cost of capital. The staff recommends that 
bankers' acceptances be excluded from the AFDC formula and included 

, 
as a rate of return capitalization component. The staff argues that 
this procedure would result in a better matching of current cost with 
current ratepayers. 

On the issue of the Encina 5 sale leaseback transaction, 
Mr. Czahar agreed that a sharing of the benefits of the Eneina 5 finanetng 
by increasing the allowed rerum on equity by 0.2 percent was reasonable 
or that a sharing could be achieved by an addition to rate base. 
Mr. Czahar, however, did warn that the application of a constant 
percentage on rate base may produce a result in excess of what was 
intended should the rate base continue to grow. 

Mr. Czahar recommended a 13.25 to 13.75 percent retu~ on 
common equity and a corresponding 10.04 to 10.24 percent rate of return 
on rate base. In developing his rate of return recommendation, 
Mr. Czahar applied the tests of comparable earnings, financial integrity, 
and the balaucing of investor and consumer interests. Mr. Czahar 
testified that he had reviewed the decisions appearing in the "Public 
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Utilities Reports" through March of 1978 and determined that allow
ances on common equity ranged from a low of 12.5 to 14 percent 
compared to his recommended ~ange of 13.25 to 13.75 percent. 

Mr. Czahar showed that his rate of return would produce an 
after tax coverage of 2.68 times which is higher than the coverage 
resulting from D.8367~ dated October 197~ or D.8763~ dated July 19, 
1977. His indenture debenture interest coverage was computed to be 
2.55 times before taxes. Implicit in Mr. Czahar's calculation was the 
assumption that his rate of return would be applied on a rate base 
approximating $1,050,000,000. Mr. Czahar's view as to his recommenda
tion for "rate base treatment of Sundesert expenditures has been 
previously discussed in the rate base section. 

The staff concludes that Mr. Czahar's rate of return recom
mencation and corresponding return on common equity meets the criteria 
set forth by Justice Holmes in Cedar RapidS Gas Light Co. v Cedar 
Rapids (1912) 223 US E55 where he said rate regulation: 

" ••• has to steer between Scylla and Charybdis. 
On the one side, if the fr3nchise is taken to mean 
that th~ most profitable return that could be 
got, free from competition, is protected by the 
Fourteenth Amendment, then the power to regulate 
is null. On the other hand, if the power to 
regulate Withdraws the protection of the Amendment 
altogether, then the property is nought. This is 
not a matter of economic theory, but of f~ir 
interpretation of a ba=gain. Neither extreme can 
have been meant. A midway between them must be 
hit. " 

Discussion 
SDG&E had no strong opposition to the inclusion of bankers' 

acceptances as a part of capitalization for rate of return purposes. 
Mr. Meyer testified that obtaining PERC's authorization to exclude 
bankers' acceptances from the ArDC formula would not be difficult. 
We are moved by the staff argument that this procedure will enable 
us to properly pass on the cost of financing fuel oil purchases to 
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current customers. We will, therefore, adopt the staff capitaliza
tion ratios and the S.lO percent cost of long-term debt factor 
agreed to by r~. Czahar (transcript page 3567). 

We will not adopt the staff's estimate of 8 percent as 
the cost of bankers' acceptances, as the interest rates have 
continued to increase with no signs of leveling. We will adopt a 
10 percent interest cost as reasonable for the purposes of this 
proceeding. 

In our consideration of the appropriate return on common 
equity for SDG&E, we have considered the positions presented by the 
various parties. In addition, we are of the opinion that it is 
important that investors are not disadvant~ged by utility pursuit 
of pro3racs which provide for improved or expanded service without 
increaSing rate base, such as conservation, encouraging off-peak 
use, cogeneration, a~d improved generation facility efficiency. 
Accordingly, as we analyze and weigh factors n~cessary to arrive 
at an authorized rate of return for SDGOE, we will determine a return 
on cocmon equity that is suf=icient to give SDG&E the incentive to 
fully pursue resource options other than increasing generating 
capacity by the traditional means of building new facilities. This, 
of course, does not mean that SDG&E will not be required to build 
new facilities. 

In arriving at our return on common e~uity, we have 
considered the risk to SDG&E of developing new and less polluting 
energy resources, the better use of its existing resources, the 
research programs being conducted, and the level of its conservation 
program planned for the test year. We have also considered SDG&E's 
low bond ratings and the increased costs such ratings have on the 
cost of capital. We have also considered the added risks our 
utilities arc confronted with in connection with the mUltiple layers 
of governmental bodies and regulations that confront a utility in 
planning and seeking approval to construct f~cilities to meet the 
needs of its customers, and in the case of Sundesert, the burden we 
are placing on stockholders for unsuccessful projects, the magnitude 
of which stockholders h~ve not experienced in the past. 
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Finally, we will also take into consideration that under the 
Regulatory Lag Plan we· do not expect SDG&E to file for general 
rate relief earlier th~n for a 1981 test year. 

This Corr~ission in its Decision No. SS75S in OIr 4 and 
Decision No. 07639 in Application No. 55627 et al. recognized SDG&E's 
fi~Rncial difficulties and urged the utility to look for resource 
additions that imposed less of a financial burden on the company, 
recognizing that this might ~ean going beyond traditional financing. 

The sale and leaseback of the ~ncina 5 ?owerplant represents 
just such innovative financing. It is the first such major transaction 
by 3 California utility. This transaction ~~s approved by the 
Co~mission in Decision No. 89067, Application No. 58l4S,because it 
demonstrably resulted in a low~r cost of money which therefore 
equates to lower rates for ratepayers. 

The Co~mission recognizes also that such a transaction 
re~oves a substantial capital invest~ent fro~ utility ownership 
and therefore fro~ rate base treatment. We do not believe that a 
company shoul~ be penalized because it is denied future earninss 
en rate oase as a result of an action which was clearly bene~icial to 
all parties. We therefore recognize in setting SDG&E's return on 
corr.n:on equity the ~eed to provide additional earnings to ccmpensate 
fo:- this loss. 

~~is Commission action is consistent with our policy state
ment in DeCision No. 89316 dated September 16, 1978. In that deciSion 
·to:e saili: 

" ... [this] discussion on rate of return emphasizing 
the i~portance of return on equity should put 
u~ilities on notice that, when faced with potential 
increases in cus~omer ce=and, there may not always be 

.(" '1 b .("t t.(" , " d' a .~nanCl.a ene.l. 0 .avor~ng optl.ons, l.nc ... u l.ng new 
plant. construction, that expan::l rate base • 'de believe 
this should encourage utilities to seriously consider 
other options for expanding or improving service." 
~';e reiterate that utilities should not have financial 

incentive through regulation to expand rate base in order to increase 
earnings when there are other options for providing service at a lower 
cost with less financial burden. 
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Considering the above factors, we will adopt as reasonable 
a 14.5 percent return on common equity as being reasonable for SDG&E, 
and which applied to our adopted capital structure and costs will 
trar.slate to a 10.59 percent rate of return as follows: 

gom~onent 

Long-term Debt 
Bankers'Acceptances 
Preferred Stock 
Common Equity 

Iotal 

Adopted Rate of Return 
Capitalization 

Ratios 
44.991. 

2.76 
14.16 
38.09 

100.0"0% 

~ 
8.101.. 

10.00 
8.21 

14.50 

Weighted 
Cost 
3.641. 
0.27 
1.16 
5.52 
10.59~ 

We believe the employment of 1981 as the next earliest test 
year for establishing SDG&E's rates will not be a hardship on the 
utility in that volatile fuel expenses are covered by ECAC and PGA 
procedures, that variations in gas sales are covered by our SAM and that 
currently OIl No. 25 has been opened to consider the feasibility of 
adopting an electric supply mechanism procedure. 

The 10.59 percent rate of return adopted as reasonable in this 
proceeding is estimated to provide an implicit after tax interest coverage 
of 2.7 time~ well above the coverage implied in SDG&Ets last two general 
rate cases. We also est~te that SDG&E's pre-tax debenture indenture 
interest coverage at adopted rates to be 2.8 times. We believe these 
coverages should be sufficient to improve SDG&E's credit rating. 
Furthermore, should SDG&E receive an upgrading in its bond ratings, it 
will result in lower future interest costs and, as a result, benefit 
ratepayers. 
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Consiste~t with Decision No. 89710 in Application No. 57639, 

~nd for the same reasons as set forth therein, this Co~~ission is 
~ot staffed to process rate applica~ions for all ~ajor utilities 
annually. This was true when the Regulatory Lag Plan was aaoptea, 
and the recent hiring freeze and budget reductions have contributed 
and will further contribute significantly to.our staffing problems. 
In order to process rate increase applications within the ti~e frame 
of the 'lag plan, and have new rates in effect at the start of the 
test year, we si~ply cannot have every ~ajor utility before us 
~nnually. To date this Commission has granted general rate relief 
for major utilities subject to the Regulator/ Lag Plan contingent 
upon rrainta i!'ling at, lenst a two year interval between rate case test 
years. Consistent with this schedule, SDC&E ·~uld be next entitled 
to tender an NO! based on a 1981 test year. However, due to the 
present and anticipated workload of the Commission staff in processing 
applications of other major California utilities, it would be highly 
desirable that SDG&-E postpone its schedu~ed filine to a 19$2 test 
year basis. Employing 1982 as the next earliest test year for 
es~ablishing SDC8'S's rates could, we recognize, impose a !'inancial 
hardship on the utility. This procedural change, for the benefit of 
the Co~ission (and ultimately SDC&E, as we endeavor to schedule 
XO: filings in a ~anner that will allow the Regulator/ Lag ?lan 
to work) could have the effect of delaying rate relief ::or SDG&E 
which it ~ight other~ise be granted employing a 1981 test year. To 
a~eliorate this one-ti~e situation, we suggest that SDG&E's next NCr 
filing should be based on two test years, 1981 and 1982. We will 
consider, upon a showing of need, granting a partial general increase 
for t~ct year 1981 and will determine final rates based on test year 
1982 (no~ to be effective before January 1, 1982). Thereafter, 
S~GO.:S :',ay file under the :~C: 'Orocedure .~-:.~::. .:11 ter~ete t~st v°l=lrt=: . . 

, ., h 0 1 L 1:'1 T."'.e er. • ...l ....... es··lt l'S that SDI"'~·-=: cons~ste~t wltn t.e ~eeu atory ag. an. ~ ~ ~-

.... :i11 ce on a scheduling cy'c1e such that it will not file alon,£; witn 
r::ost other :::ajor '.:.~ilities, t.hereby making it possible to meet the \ 
Regulatory Lag Plan schedule. 
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We believe that our adopted rate of return together with a 

full effort by SDG&E to apply its ingenuity toward increasing its 
efficiency and productivity will enable' SDG&E a reasonable opportunity 
to earn its authorized return. 

We believe the difference in equity return we are allowing 
SDG&E compared to those allowed Edison and Southern california Gas 
Company in D.89710 and D.89711, respectively, is justified by: (1) 
the fact that SDG&E is six months into the test year; (2) our interest 
in scheduling SDG&E for a 1982 test year for its next general rate case; 
and. (3) the loss of rate base in the Encin3 5 transaction. 

Furthermore, we are fully conscious of SDG&E's difficult 
financial position. We believe that by authorizing SDG&E such an 
attractive rate of return we are giving utility management a chance to 
use those resources to improve its financial position. We trust that 
it will continue to look for innovative fin~ncing options like the 
Encina 5 sale leaseback that will benefit its ratepayers. 

We are also putting SDG&E on notice here that we expect it to 
operate within its financi31 resources and that we will seriously 
question the prudence of any future investments with financial risks 
of the nature incurred in the Sundcsert project. 
Compliance with Wage-price Guidelines 

Subsequent to the November 21, 1978 submission of briefs to 
this proceeding the Council of Wage and Price Stability (Council) 
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issued three price standards to implement the President's anti
infl~tion program by adding a new Section to Part 70S - Non
inflationary Pay and Price Behavior, of Chapter VII, Title 6 -
Economic Stabilization in the Code of Federal Regulations. The 
three price standards are - Price Deceleration (Section 70S A-2); 
Profit ~rgin Limitation Standard (Section 705 A-6); and the 
alternate price standard for electric and gas utilities, Gross 
Margin Standard (Section 705 C-S). The Council issued these 
standards in order that regulatory Commissions would give appropriate 
weight in their decisions to the President's voluntary anti
inflationary objectives. The Commission adopted Resolution 
No. M-4704 on January 30, 1979 which supported the President's 
anti-inflationary program to ensure that in granting general rate 
increases, the Council's guidelines would be complied with to the 
fullest extent possible. 

This decision meets the criteria of the Council's Profit 
Margin standard and will not exceed the upper level of the Gross 
Margin standard. Our discussion and findings justifying the 
reasonableness of the adopted rate of return and the resulting level of 
the ti~es-interest coverage (supra), addressed the issue of undue 
hardship that SDG&E would experience without the authorized revenue 
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incr"E!ase to rais"E! ca'Oital to i'i:'.ance it.s construction :l~ed~d te . 
s~rv"E! its customers and to generate ade~uate incorr.e to assure the 
~ecessary minimum l~vel of interest coverage. Our adopted revenue 
i."'l.crease ..... i11 authorize rates no higher tho.n are necessary to 
protect S~G&E's custo~ers from high prices, and yet assure that the 
needs of future custorr.er~ can be met, and the re~uirements of the 
S~c&E shareholders are not unduly burdened. 

XII. RATE DESIGN - STEAJ.'>l DEPAR'IV£NT 

~irector of Rates anj Valuation, A. G. Strachan, testified 
on SJCi¢.':;' s steam rate design proposal. He recol'l"r.enc.cc. spreading t.he 
increase on a uniform percentage basis to and within the steam rate 
schec.ules anc. t.he continuation of declining block rates to ensure 
sreater revenue stability. 

/ 

Staff rate design ..... itness, Ho ..... ard Frantz, recommended the 
transferri:lg of base weighted rate for energy fro~ base rates and 
adding it to the ECAC rate. This will make the Steam Department BeAC 
consistent with that of t::e Electric De-oartment. '!he effect of . 
this transfer would be te reduce base ra~es by $1.70 per ~Ub ($1.73~ 
~or Schedule 1 and Sl.7513 ~or Schedule 2 including franchise fees) 
ana increaSing EeAC rates correspondingly. The staff further 
reco=~ended that the i:lcrease be applied to creat.e a flat cOl'l"~odity 

rate fer all Schedule 1 custcrners with Schedule 2 customers receiving 
a Slightly higher char~e due to the 1 percent franchise fee differential 
established by Resolution No. G-1684, d~ted November 16, 1974. 
:nstead of a declining block rate suggested by SDG&E, ~~. Frantz 
recor.:.endea ~he adoption of the flat commodity rate in keeping with 
the Cor.~ission's policy of eliminating declining block rates to 
encourage conservation. 

T.~e s~aff also recommended a revision of SDG&£'s Stearn 
J~~artment's BCAC to ~rotect the customer from unreasonable costs . . 
associated ·..,ith lost and unaccou::.ted for stea::1. SDG&E's lost and 
unaccounted for stearn figure shows some wild fluctuations wnich coul~ 

/ 
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not be readily explained. Under the staff proposal a nominal lost 
and unaccounted for steam ceiling of 25,000 Mlb!record year is estab
lished and fossil fuel expenses associated with producing the lost and 
unaccounted for steam would not be included in the offset rate and 
could not be recouped in the balancing rate. 

SDG&E had no strong opposition to any of the staff proposals 
on steam rate design. We will, cherefore, adopt as reasonable the 
staff rate proposal for spreading the Steam Department increase, the 
staff proposal to exclude energy cost from base rates, and requi~e 
SDG&E to modify its ECAC as agreed to by staff and SDG&E in 
Exhibit 8A. In spr~ading rates for our order for partial general 
rate increase, the above staff recommendations relating to steam 
rate design were adopted; therefore, in spreading the additional increase 
of $lO,500 ~uthori:ea in thiS deciSion tne comcoa1ty rates tor ~cneQulcs 1 
a~c. 2 ~ .... ::'11 be i:l~rcuscd by $O.G5 u::.c. SO.051 per I'do, rcs?~ct::'v~ly. 7:-ic 

.t\i.:.t::'cri:::\~C: Stca::-: DC"".~D.r":.:,:"e!'1t i:'1crc:~s~s ::\ro e:town in TD.blc ''; And .~~'!"'~:"1''!iX' D • . . 
\ 
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. . 

San Diego Ga~ & Electric Company 
Steam Department 

AtlTHORIZED RA1'E SPREAll EXCLUDING ECAC 

'!est Yea.r 1979 

: : Present : ____ In_c;.;;.r=ea.;.;..;s ...... e---:-_: 
: : 1/: :_..:.:A:;;,uth,;,;;;;;,;;,o,;.;ri;;,;:z;.;;,ed,;;;".-_ . :Percent : 

Schedule : Vo1~e : ~~te :i :Revenue: Rate :Revenue:Revenue:Increase: 

Schedule 1 

CWJtomer Month:!! 

All Usa,ge 

Subtotal 

156 $ 7.89 $ 6.0 $ 7.89 $ 6.0 $ -
207,800 1.643 341.4 1.693 }51.8 10.4 

347.4 357.8 10.4 

Schedule 2 

CUztoner Months 12 7·97 .1 7·97 .1 

-~ 
3.0 

All U~~e ~3~,~OO_0~~~~ __ ~~ __ ~~ ____ ~~ __ ~ __ ~~ 1.659 5 .. 0 1.710 5.1 .1 2.0 

'!otal 

Subtotlll 5.1 5.2 

210,800 352.5 363.0 

Y "Present" rates a.re the steam. rates effective 
Ja:o.uarj" 21, 1979, authorized by Decision No. 89857 
under Advice Letter No. 103-H. 
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XIII~ RATE DESIGN - GAS DEPARTMENT 
Testimony and exhibits on gas rate design and marginal cost 

pricing for SDG&E were presented by A. G. Stracha~and for the Commission 
staff, S. K. Gokhale testified on recommended rate design and tariff 
revisions, including employee discounts. 

SDG&E proposes the deletion of present (prior to D.89857) 
nonresidential (GC, G-40, G-50, G-5l, and G-54) schedules and the 
cst~blishment of five priority classifications for purposes of curtail
ment. SDG&E is p~oposing that Residential Schedules GR (Domestic 
Natural Gas Service), GM (.Multi-F~mily Natur~l Gas Service), and GS 
(Sub~tered Multi-Family Natural Gas Service), and nonresidential 
Priority 1 usage be contained in Priority 1. 

SDG&E is proposing a $4.00 lifeline ~nd nonlifeline customer 
charge per month for residential GR and GM schedules and a $3.60 charge 
for GS schedule. Proposed commodity charge for lifeline GR and GM 
sales are $0.20 per therm up to the first 81 therMs and $0.18 per 
therm for GS s~les. Proposed nonlifeline commodity charges for GR, 
GM, and GS residenti~l schedules are $0.2225 per therm for the first 
81 therms; $0.2463 per therm for the next 81 therms; and $0.2700 per 
therm for all usages over 162 tharms. 
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For its commercial and industrial natural gas service, 
SDG&E proposes a customer charge of $4.00 per month for nonresidential 
GN-l customers and a commodity charge of $0.27 per therm for all 
usage. For GN-2 schedule an $8.00 customer charge and a.$0.27 per 
therM commodity charge for all usage is proposed and for GN-3 
customers a $12.00 customer charge and a $0.2500 per therm commodity 
charge for all usage is proposed. For GN-4 customers SDG&E proposes a 
$16.00 customer eh3rge and a $0.2500 pet therm commodity charge and for 
GN-5 interdepar~ental sales a 250.00t rate for all usage per million 
Btu is proposed. Mr. Strachan testified that GN-l throughGN-S 
schedules were assigned customer charges reasonably related to the 
costs associated with having the given customers on the syst~. The 
commodity charges were increased to a level approximating the cost 
of alternate fuels. The remaining revenue increase was allocated to 
the residential schedules. 

The staff agrees with the modificat1on'o£ rate schedules 
consistent with end-use priorities. The staff also concurs with 
SDG&E's proposal to substantially increase revenues from residential 
customer charges, although not to the same degree. The staff recommends 
an increase in customer charges from the pre-D.89857 levels of $1.26 
for GS schedules and $1.40 for GR and GM schedules to $2.70 and $3.00, 
respectively, compared ~ SDG&E's proposal of $3.60 and $4.00, 
respectively. Mr. Gokhale testified that in his gas rate design 
he attempted to keep the nonresidential commodity charges reasonable 
and competitive to alternate fuels and to recover the balance of the 
increased revenue requirements from residential customers. He 
further explained that in allocating the additional revenues required 
from the residential class he attempted to keep the increase in customer 
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charges as low as possible in order to enable the residential customers 
who conserve to see the positive benefits of conservation. If too 
much of the increase is reflected in increased customer charges, 
such charges would represent a greater portion of the total billing, 
and, thus, would be a disincentive for consumers to conserve, especially, 
the smaller users of gas. 

Section 739(b) of the Public Utilities Code requires that 
the Commission shall authorize no increase in the lifeline rate until 
the average system rate in cents per therm increased 25 percent or 
more over the January 1, 1976, level. At that time the system 
~verage rate was lS.60e/therm and the lifeline rate was lS.407e/therm. 
By statute the lifeline rate was not to be increased until the. system 
average rate became 19.5e/therm (or 125 percent of l5.60e/therm). 
The lifeline rate of l5.407¢/therm is about 79 percent of 19.5~/therm. 
The Commission, in D.88697 in Applications Nos. 55627, 55628, and 
55629, did increase lifeline rates for SDG&E and similarly we further 
moderately increased lifeline rates in our D.89857 for partial general 
rate increase. 

The Utilities Division recommends that the Commission 
spread the necessary increase on a differential increase basis with 
lifeline at 79 percent of system average and with a Single commodity 
rate to nonresidential customers. In D.89857 we spread our $9,834,000 
increase in gas rates by a small increase in customer charge for GS 
residential customers to bring them up to the level of the GR and 
GM residential schedules. The balance of the increase was obtained 
by applying differential increases to the various residential tiers 
with substantial increases of 26 and 31 percent to Tiers III and IV 
usage and by adopting a single commodity rate for nonresidential 
usage. 

We limited the increase to lifeline usage in D.89857 to a 
2.2 percent increase compared to a total system increase of 6.0 
percent pending our full consideration in this final decision as to 
the appropriate rate structure to be adopted based on the record 
in this proceeding. The additional increase authorized in gas revenues 
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of $4.S million in thi~ decir,i()l1 ""ill r't;;.t:lt. in nn ~v0.I":ii3e'sy::;tem 

r:3te of .2L .. 66¢ reI" thcrr.: COlllr::'lrl:Hj tc t:I0. lif(·l inc !,,"lte of .l976¢ per 

therm, or .1 rDte 0:' 80.1 j'C"!rcent of t.!:" nV8:';-lf,r: 0y~tr;m rote. 
T " con co'; ,,...,.. ~ '"' r'" '1 ... ... ""., (l '" <, .; ,.. ,; ~I .. ~ ',.. '''''0 C '" r. c' l' .., - l' t". l' 5 .I.., ~--' ... '-'<~'. "'"!.,' f,t:.J • ""~., .·-:.'.It ,I ........ .l.l~, t'. 1:;,- "1:", v 

import.1:"'.t to know til;:'! t 1 i fcl ine v(~ 1 \.1r'(':: re rr()~~l'nt 71. percent of tctal 

residential g.::ls Yoh:r:,es "nu 50 rerccn" 0 C "c,t.-·']. Ol~' voh'::lics. Tile 
... ....d·....". ~ . ~ .. . 'I '" '" 1... . n ; l' r" OJ. ~ 1..~. +- • ~ -, ~ ~ t .. eeo .. 1 ....... 1 .... proc8eCl .. e ,.~so 1 .. (. C.),,,,.' "tl ..... 11: .. CO.' of .::11 ternote 

.fuel ond nonresicientio1 CO::1li1odit.y r.1t(::', ,"1rl.~ Vt)ry c1 ose to c()mpctitive 

level leaving little If~ew:1y for !'asf,i:1r:, (I:: ,')(iolitionnl rote increases 

to the nonresidcntiol classe::;. 

With the penJine imrlen:cnt.:1t Lon , . .. 
(I, red cro 1 1.1w t:l.:J. twill 

""·e~'1~tc ruel(~) 4~ l'r ('r~~nt:L~' ( \ .... "" - .. ~ (I - ... ' ~, .... "" •. J _ ....:. ,-I ~~ • t.\ .... th;l:, t.~lC (;():IIIT1i~:sion b~ k~!lt 
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!\:eJ. c.:lp::tbility (i.e. i!2 or lie) [upl oi:) of its ~riority 3 and 4 
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decisio':1 [3:r;t:1ting ;l::lrti:1:: :-. .. tr,:' :,cli.-:-f, .... :(:: ~l,lbstDntii:111y i':1CreDSed the 

rates fo:, r8siJential nonllfeline u~or~ tc ~r0vij~ ~ clear economic 

hi(("':h 'f'~ior:i.:·v (lr~ 
.'" II' 

it is 

econo:::icall y worthwhil e fo:, rCl terayprs to C(l~1f,8rVr? Further increases 

on resiJenti~l nonlifelino consu~ption nt this time, without increasing 
rates on lifeline us~ee, will result in unr~osonable chare~s tc those 

custOnlAr::; whose C0:1SUlTl;'ltion of nntur;)i r,:":,; r::.'lY be hir.;h :;1nd still not 

be '.-Jastef\:l. Co~\seq\.lently, we wi.ll r8 L,e Cllstcli18r ch8rg:es for both 
residentinl ~nd nonresidenti~] Cllsto~nrs; Incr0~se service estnblish

rr.ent, Cl n:j miscellM:eou:,.; ch.:lr'r,es; incrcJ.se 1 iEeline commodity r.:l tes 

fa:, GS customers "CC .1778 ~ 1"01'" t:lorm tHl; "Cc, .19761. pc:, thcl"':T. for GR 
t'l:;d Gi< cu~:orr'ers: tl~1<.':' C'l~;o gr.::.nt minor incrc.:lscs in Tiers II, III, 

.:lnd IV rcsidenti.ll comro~.9ity r.:ltcs, and GN-l .:md GN-2 nonresidential 

co~r.:odi:y :,o:es. ~;uch incre0s~s .ire ~(';1:~.~~;.1blf-""! .,,'!'t'.':1 cOrlsidero:,ion is 

Give:1 tc t.he f~c:.. t.r,d: 1 iri~lirll? Ct:st(ir:.i.!:-~~ ::,'1V'c: :::,eceiveJ oilly ." l1iinor 

i!'1C:::'~ClSP ~ince 1 i fcl ine rnte~~ Dec.-nne "t'f'ect i v~ ove:::, t.hree yeGrs aeo. 

d·:.;ci~'ion o.:::'e 8110'..::1 in T.''l.b1e VI 
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Residenti3.l 
CUst. Mont.l'ls 

All Schedules 

Borrego - Al~iDe 

Canmodity 
Tier IR (L.L.) 

Scll. GS 
Sell. GT 
Sch. GR, C;M 

Tier n R 
Tier m R 
Tier rv R 

Subtotol 
Nonresidenti31 
CUSt. Months 

ON-1 
GN-2 
GN-3 
GN..4 

Su'btoto.l. 

Caamodity 
GN-1 
GN'o.2 
GN-3 
GN-4 

Subtoto.l 
Borrego-Alpine 

Total Reto.i1 
Intel'depe.rtmenta.l 

GN-5 
Tota.l Sales 

Other Revenue 
Service Est. Ch. 
Misc. 

Total Revenue 

City of S~~ Diego 
Sureharge 

To~ 

TABLE VI 

San Diego Go.: & Electric Company' 
Citls Department 

A'O'!ECRIZED mE SPREAD 
Te~t Ye~ 1979 

Pre:ent £/ Authorized . . 
: Vo1'llme :1-21-79 R~te: Revenue : Ro.te : Revenue _~In,r.;;c;.;.;..r_ea::_"~e~: 
:M The~: S/Ther.:l M$ :$/Therm: M$ M$: % : 

5,442,508 $l.4oo0 

10,746 
259,724 
35,413 
45,538 
12 .. 7l2 

364,l33 

.17l0 
.1710 
.l9OO 
.2450 
.2900 
.3266 
.2J21 

344,591 1.4000 
192 
600 
60 

133,144 
13,343 
23,837 
1.344 

171,bO 

535,801 

.2500 

$7.619.5 $1.7000 $9,25~~3 '$1,632.8 2l.4~ 

55.8 57~8 2.0 3'~'6 

1,837.6 
49,347.6 
8,676.2 

13,206.0 
4,151.7 

77,219.1 

.1718 

.l680 

.1976 

.2475 

.2924 

.3g93 
.2179 

482.4 1.7000 

482.4 

1,805.3 
51,321.5 . 
8,764.7 

13,315.3 
4,186.1 

- -
~CLD 

1,973.9 4 .. 0 
88.5 1.0 

109.3 0.8 
34.4 0.8' 

585.8 103.4 21.4 

625.8 1.9 
62.8 1.9 

486.0 .2500 486.0 -

179,646 6.5000 l,167.7 7.5000 1,347.3 179.6 15.4 
178.1 181.3 3.2 1.8 

129,341.4 - 134,125.6 4,741.0 3.7 

673.8 20.1 3.1 

129,995.1 

11 "Present" r3.tes are the go.s rn.tes effective JtJJlWJ:1:'Y' 21, 1979, 
a.uthorized bY' Decision No. 89857 under Advice Letter No. 424-(;.. 

<:=) Negs.t1 ve 
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The staff proposed in Exhibit 30A a theoretical proposal 
to el~inate employee discounts for SDG&E's employees should the 
Commission decide to adopt the same treatment given PG&E in D.893lS. 
On November 8, 1978, the Commission in its D.89653 reversed the earlier 
elimination of discount in D.89315. The record in this proceeding 
does not contain sufficient evidence to justify eliminating employe~ 
discounts for SDG&E; therefore, we will be consistent and adhere to 
the policy set forth in D.89653. 

XIV. RA'l'E DESIGN- ELECTRIC DEPARTMEN'! 
General 

Testimony and exhibits on electric rate deSign, cost of 
service, air-conditioning lifeline allowance, and employee discounts 
were presented by A. G. Strachan and marginal costs by L. DeSimone 
for SDG&E. For the staff I. Garg and R. L. Mahin testified on 
electric rate deSign, air-conditioning lifeline allowance, and employee 
discounts, and J. P. Smith on marginal costs. CRA presented two 
witnesses, J. Havila~d, manager of Electric Utilization for Ralph's 
Grocery Compan~ who testified on electric usage and conservation 
efforts of a supermarket and Dr. Herschel Jones, Director of Economics 
at CHZM Hill, Ine., who testified on whether the rate allocation 
proposals of SDG&E and the staff properly reflect the cost of service 
as shown by the fully allocated cost studies and the marginal cost 
studies of SDG&E and the staff. Federal Agencies presented T. Vargo, 
a public utilities specialis~to testify on the rate design proposals 
of SDG&E and the staff. In addition to the above parties, F~rm 
Bureau, City, and Energy Coalition participated in this phase through 
cross-examination of witnesses and by the filing of briefs. 
SDG&E's Rate Design 

SDG&E proposed to spread the required revenue increase by 
allocating the increase on a ~iform percentage baSis using total 
revenues to the various customer classes. The three factors considered 
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by witness Strachan in his rate design were the weighting of the 
results of the Marginal Cost Data - Electric Analysis prepared by 
witness DeSimone in setting the t~il block rates and customer charges; 
simplifying the rate structure through the combining of rate blocks; 
and, where declining block rates were still used, they were flattened; 
and to design rates so that, in most cases, there was a reasonable 
continuity with current rates. The Power-General (P) and Power
Agriculture (PA) schedules were simplifi~d by adopting a blocked 
customer charge and a cwo-block energy cost structure. In addition 
to a general increase in rates, the relative level of rates in the 
street lighting schedules were modified to reflect the results of a 
new street lighting cost 'of service study. 

Mr. Scrachan also introduced an exhibit presenting rate 
of return by customer classes at present and proposed rates on an 
average cost basis using the noncoincident demand method of allocating 
demand costs and also by using the monthly peak responsibility method 
of allocating demand costs. He also presented a table showing the 
cost allocations by class of customer based on marginal costs and 
also compared revenue requirement by customer class based on the mar
ginal cost allocations with the revenue requirements at proposed rates 
and a suggested method of reconciling the two sets of data. 

Mr. Strachan also testified against eltmination of employee 
discount~as such elimination would be a subject of negotiation with 
the union and could result in a higher cost to ratepayers. Moreover, 
there is no evidence that such discounts have acted to discourage 
employees from conserving. He also testified on the staff's proposal 
to grant lifeline allowances for air~conditioning equipment. He agreed 
with the staff that since 96 percent of the residential electric customers 
in the desert area (staff designated Zone V) owned air-conditioning equip
ment they should be granted a lifeline allowance for such use) but disagreed 
with the staff's proposal to grant lifeline allowance to those residential 
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customers owning air conditioners in the intermediate area (staff 
designated Zone H) since only approximately 40 percent of the 
customers in Zone H use any type of air conditioning. SDG&E considers 
the usage of air conditioners in Zone H as luxury use and not in keep
ing with the "basic minimum quantities" lifeline concept outlined in 
Assembly Bill 167. Moreover, SDG&E considers that the staff's 
proposal to allow an air-conditioning lifeline allowance to those 
customers who own air conditioners in Zone H would result in addi
tional costs in locating and maintaining records on air-conditioner 
users in Zone H which would become a burden on nonusers. 

SDG&E's witness L. E. DeSimone presented the results of 
two marginal cost studies performed on the SDG&E system in order 
that the Commission may give, in its judgment, appropriate recogni
tion and consideration to the, concept of marginal costs in rate 
design. The witness admitted that marginal costing methodologies 
are still under development and refinement and that currently a 
cOlIlllon methodology uniformly applicable and, acceptable to all 
california utilities does not exist. 

Ot the two marginal costing methodologies presented in his 
exhibit~ Mr. DeSimone recommends the use of the National Economics 

Research Associates (NERA) method rather than the Cicchetti, Gillen 
and Smolensky metho~ in that the latter method utilizes simplified 

assumptions and lacks sufficient rigorous detail to be acceptable 
for use in rate design. 

In conclUSion, SDG&£ argues that while it was not anopting 
the staff's rate design it has strong objections only to the steeply 
inverted rate proposals in certain domestic and general service 
schedules, the formation of an intermediate air-conditioning lifeline 

/ 

for Zone H, and the elimination of employee discounts. SDG&E indicates 
that its primary concern with inverted rates is their inherent potential 
for revenue instability. While highly inverted rates may result in / 
conservation, SDG&E argues that they may result in larger losses of 
revenues than the corresponding drop in sales, with the brunt of 
such revenue loss falling directly on SDG&E. 
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Staff's R3te Design 
The staff did not recommend any particular method of alloca

ting the rcvenUQ incre~se, but c~lculatcd four alternate methods of 
spreading rates to the various customer groups. The staff's 
methodologies are: uniform percentage increase to gross revenues, . 
uniform percentage increase to base revenues, increase based on 
uniform dollars per kWh with lifeline consumption, and increase based 
on uniform dollars per kWh without lifeline consumption. The staff 
then took the high and low revenue spread fran the four methods for 
each customer group and compared the resulting revenues and rate of 
return using the Monthly Peak Responsibility Method of allocating 
demand costs. The staff's high and low range of revenue increase by 
customer class does not match the revenue increase requested by SDG&E. 
The staff suggests that the Commission can adopt a rate pattern and 
that rates can then be designed to generate the authorized increase. 

The staff designed six domestic rate alternatives to encourage 
conservation which are consistent with the lifeline principles 
of Public Utilities Code Section 739. For 'convenience purposes 
the staff used SDG&E's proposed revenue increases by customer group 
a~d rate schedule~ Of the six alternatives~/ staff recommends the ~ 
adoption of Alternate VI for domestic service which provides for 
increased customer charges of $2.00 for lifeline and $4.00 for non
lifeline, from the present customer charge of $1.86 for both groups; 
an increase in lifeline commodity charge for lifeline consumption in 
excess of 240 kWh with no increase for usage under 240 kWh; and a 
three·tier inverted nonlifeline commodity charge of $.034 for the first 
500 ~, $.039 for the next 250 k~, and $.045 for consumption in 
excess of 750 kWh. Under this alternative,lifeline customers are 

------------J 
~/ Exhibit 28 shows nine alternatives. Alternatives I, II, and III 

are the same as Alternatives IV, V, and VI; except that the 
former is based on 88 percent of the requested increase, instead 
of 100 percent of the increase. 
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required to absorb 10 percent of the total increase in revenues. 
The staff contends that its rate'struceure for residential customers 
will encourage conservation. The staff further recommends that 
monthly bills to consumers be revised to heighten the consumers' 
awareness as to where their usage falls in the rate structure. 

The staff divided SDG&E's service area into three zones 
for the purpose of recommending a lifeline air-conditioning 
allowance. The staff designated the interior desert area as Zone 
V (very hot), the intermediate area as Zone H (hot), and the Coastal 
Zone. The staff recommends that an air-conditioning lifeline 
allowance of 400 kWh/month/customer for the months of May through 
October be provided to all customers in Zone V since 96.3 percent of the 
customers had air-conditioning equipment. The staff recommends a 
lifeline allowance of 200 kWh/month/customer for Zone H customers 
with installed air-conditioning equipment for the months of May 
through October. No lifeline air-conditioning allowance is recommended 
for the Coastal Zone. 

For General Service Schedule A, the staff has proposed 
three alternatives with an increase in customer charge from $2.00 at 
present rates to $4.00 compared to SDG&E's $8.00 customer charge 
proposal. Alternate I, the staff's recommended alternate, provides 
for an inverted three-block rate for 5,000 kWh consumption and under 
and a flat rate for consumption in excess of 5,000 kWh. Alternate II 
proposes a flat rate for all consumption levels, and Alternate III 
proposes a three-block declining rate for 5,000 kWh consumption and 
under and a two-block declining rate for consumption in excess of 
S,OOO kWh. Alternate III is more comparable to SDG&E's proposal except 
that the gaps have been substantially reduced under the staff's 
proposal. Witness Garg recommends the adoption of Alternate I, the 
inverted rate schedule, since it places a higher percentage of the 
increase on the large consumption customers and is within reasonable 
limits of the marginal cost study. The staff asserts that Alternate I 

provides a greater opportunity than SDG&E's proposal for lower con
sumption customers to conserve. 
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SDG&E's proposal to increase the customer charge for General 
Service Schedule A-5 to $125 per meter/per month and consolidating 
the four energy charge blocks into two is supported by the staff. 
The staff Alternates I and II for this schedule have different 
demand charges from SDG&E's proposal and also narrow the gap in 
energy charge between the two blocks. The staff did not indicate a 
preference for one altern~tive over the other. 

The staff proposes elimination of Heating Schedule H, 
in the interest of simplifying tariffs, as this schedule has been 
closed to new customers. The staff proposes to bill Schedule H 
customers under Schedule A. 

/ 

/ 

SDG&E has proposed simplifying the complex P, PA, and PA-PG 
(Power Agricultural-Parallel Generation) Schedules by eliminating the 
annual charge per meter based on dollars per horsepower of connected 
load per year and substituting a customer charge based on energy use 
during the month. The customer charge would be based on monthly sales 
falling within six blocks with a two-block declining energy charge. 
The staff agrees in principle with SDG&E's proposal to simplify the 
rate schedules; however, it recommends the use of four blocks instead 
of six and a single rate applicable to all energy charges instead of 
declining energy c~rge blocks. 

SDG&E proposes the combining of Lighting Schedules Nos. 
LS-l and LS-4 for purposes of simplification. The staff agrees with 
this proposal. The staff, however, proposes to increase rates for 
incandescent and mercury vapor lamps, which are less efficient, while 
decreasing the charges for highly efficient high-pressure sodium 
lamps and, thereby, encourage conservation. 

Staff's witness R. L. Mahin presented testimony and an 
exhibit on time-of-use (TOU) rate design. In D.85559, Case No. 9804, 
the Commission found that peak-load pricing can encourage efficient 
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electricity use by shifting demand to periods of excess capacity. 
The Commission directed the utilities to file TOU rates for large 
usage customers having monthly maximum demand greater than 4,500 kW. 
A-6 TOU rates became effective on September 17, 1977. A-5 TaU 
rates (customers with 1,000-4,500 kW monthly maximum demand) have 
been filed with the Commission, but have not been adopted; therefore, 
conventional A-5 and A-5 TaU rates have to be considered. When A-5 
TOU rates are adopted, customers on Schedules A-5, A, P, and FA 
will be transferred to A-5 TaU Schedules. The staff does not 
recommend the adoption of innovative rate designs for TaU schedules in 
this proceeding because there have not been sufficient data to 
adequ~tely evaluate the effectiveness of the present TOU rate structure. 
The staff's alternates to Schedule A-6 TaU maintain SDG&E's present 
three period structure, however, offer different demand charge and 
energy charges than proposed by SDG&E. Alternates I and II both provide 
for a uniform percentage increase to the customer charge and demand 
charge; however, while Alternate I provides. a 55.6 percent uniform 
increase to the energy charge, Alternate II increases the energy charge 

hy ~ uniform amount (~O,00195 per KW~) to the on-peaKI Bemi-pe~~, ~n~ 
off-peak C~e periods. The staff's A-5 TOO r~te structure proposes 

a higher customer charge, lower demand charge, and higher energy charge 
than SDG&E's p4oposal. The explanation for the difference in energy 

charges for Alternates I and II are similar to that for the A-6 TaU 
~~ces. Scaff ~ecommends the adoption of Alternate I for both A-6 and 
A-S TOU Schedules, since the fixed percentage increase more nearly 
maintains the existing structures. 

!he staff also made a similar proposal to eliminate employee 
~iscou~~s for ~ne ~lectric Jepart~ent. This ~at~er was previously ais
cussed u:'lder Section X!~I, RATE DESIGN - GAS JE?AR'I'NENT, in which tile eli~
ination of e~ployee discoun~s was re~ec~ed. The staff also i~dica~ed tha~ 
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the format of other r~tes proposed by SDG&E and contract rates appear 
reasonable and should the amount requested not be granted in full, 
increases can be accordingly sc~lcd down. 

Staff's witness J. P. Smith agreed with SDG&E that 
ciectric rates should be based on marginal costs. Ivitness 
Smith testified that marginal cost pricing would aid customers in 
making accurate consumption'decisions regarding the use of electricity 
~~d that carginal cost rates would also improve the overall efficiency 
in the allocation of resources. St~ff contends t~at although both ~ 
SDG&E's and staff's margin~l cost figures fall within a reasonable 
range,staff's figures should be used because the staff had more 
recent dat~ and, therefore, are superior. Staff does not advocate 
that electric rates be set to equal marginal costs in this proceeding, 
but that rates should be set to fall within the" expected minimal and 
maxilmlm marginal capacity costs shown in its study. 
CRA's Position 

Mr. Jon H3vila~d testified for C~ on the impact of electric ~ 
rates on Ralph's Grocery Company. Hr.Havila'nd testified that Ralph's ",/ 
Grocery Company has pursued an aggressive energy management program 
since 1973 in the area of development of a conservation manual, retro
fit of existing stores and store design to increase energy efficiency. 
He testified that under the various proposals, Ralph's Grocery Company's 
Mission Viejo store would be confronted with increased energy costs 
of $9,000 to $34,000 per year representing 1.1 percent to 1.4 percent 
of total sales or a percentage exceeding current net profit margins, 
making it difficult to recover such increased costs.. He further 
testified that Ralph's Grocery company's conservation program will 
continue at its eurrent pace regardless of whether SDG&E received 
some, all, or none of the requested increase. 

CRAYs witness Dr. Jones criticized the staff's and SDG&E's 
rate proposals for not logically following the cost of service studies 
introduced in this proceeding. Dr. Jones testified that whether one 
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used the noncoincidental demand method or the monthly peak responsibility 
method of assigning demand costs and with or without inclusion of 
fuel costs, the rate of return by class of customer clearly demonstrates 
that the residential and agricultural classes are being subsidized 
by the general services classes and by outdoor lighting and street 
lighting. 

Dr. Jones then proceeded to compare estimated revenues at 
present r~tes for ezch class of custom~r.at present rates,~1 revenues ~ 
at SDG&E's proposed rates, revenues at equal rate of return (Monthly 
Peak Responsibility Method), and revenues based on SDG&E's marginal 
costs. He then concluded that the required increases under the equal 
rate of return method or marginal cost method clearly show that the 
residential and agricultural classes should bear the major portion 
of the increase with smaller increases or a decrease to the other 
classes. 

Dr. Jones then reviewed the staff's recommended apporticn
ment of revenue and concluded that none of the four staff methods 
attempt to sp::ead rates in a.ccordance with the responsibility of each 
class of customer for the increases in cost and that the other classes 
of customers will continue to subsidize domestic and agricultural 
customers. He then proceeded to take the staff's base revenue figures 
and adjusted them to eliminate crosswsubsidization and compared the 
results with the b3se revenues at staff's suggested rates to show 
that the revenues for the residential and agricultural classes would 
have to be increased. 

Dr. Jones testified that spreading rates on the basis of 
uniform rates of return to r~te base for all classes was the most 
important factor. He further testified that cost of service was not 

4/ Per SDG&E's revision of June 19, 1978. 
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the only basis for spreading rates and may not be possible if the 
Legislature's edict on lifeline rates must be followed. He also 
stated that he was aware that the Commission was interested in marginal 
cost analysis as well as fully allocated average cost of service 
studies. 

!n conclusion, Dr. Jones recommends that the Commission 
distribute the rate increase to the four largest classes of' customers 
by adopting the high figure recommended by the staff on Exhibit 28, 
Table 2E for domestic customers ~nd the low figures for the general 
service, larger general service, ~nd very large general service 
classes. If the full amount requested by SDG&E is not granted, he 
recommends that the increase to the above four classes be reduced 
proportionately. While his recommended rate spread will not 
el~nate subsidization, he believes that it may be more acceptable 
to the Commission, as it may be adopted without creating problems 
with lifeline rates or unacceptable increases in nonlifeline domestic 
rates. 
Federal Agencies' Position 

Federal Agencies' witness Vargo recommended that allocation 
of the increase be accomplished by applying a uniform percentage 
increase to current base rates as the most equitable method, as such 
tariffs would more closely reflect the cost of service on a fully 
allocated cost basis and the marginal cost studies of SDG&E and staff. 
While the uniform percentage increase would not correct the existing 
interclass subsidies, Mr. Vargo testified that it would prevent 
further deterioration in the relationship between the cost of supply
ing utility service to a customer class and the rates charged. 
Federal Agencies also recommends that for the A-6 Schedule, the present 
structure should be retained with any increase spread via a uniform 
percentage increase to base rates charged to that class of customers. 

Mr. Vargo r~rther testified that SDG&E's proposal results 
in widely different increases for the base r~tes of the various 
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customer classes and that both SDG&E's snd staff's rate design 
proposals would increase the disparity which now exists between 
the eustomer classes. His p:oposal would also increase the rates to 
lifeline usages as the 25 percent ltmitation imposed by the lifeline 
legislation would be exceeded in this proceeding. 
Farm Bureau's Position 

Farm Bureau agreed with Federal Agencies that the cost 
of service study should include ECAC revenues and expenses in 
developing the rate of return for the different classes of service. 
It recommends that the revenue increase be allocated to the various 
classes of service in the manner recommended by SDG&E. Farm Bureau 
argues that a uniform percentage increase to present gross revenues 
creates an increase to the class that falls within the staff's high 
and low range and never at one of the extremes. Farm Bureau does ' 
not question the necessity of the increase but argues that it would 
be inappropriate to have a disproportionate share fallon the 
agricultural service class. 

Farm Bureau also opposes SDG&E's and staff's proposal~ 
for a major structural revision in the PA Schedule, since the 
existing rate structures are understood by the agricultural class 
and that farmers have structured their farming operations in rclia~ce 
of such rate structu=e. F~rm Bure3U suggests that the problem 
of field checking for connected horsepower can be eliminated by t~le 

installation of demand meters. The elimination of connected load 
as an element in determining rates is opposed by Farm Bureau 
since cost of service varies between customers depending on the demand 
they make on the system as well as total consumption. It opposes 
SDG&E's proposal for a minimum service charge because the seasonality 
of agricultural electric usage will result in farmers being billed 
large amounts for several months per year when there is little or 
no electric usc. To the extent that the staff's proposal varies 
according to actual use, Farm Bureau supports the staff's proposal. 
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Energy Coalition's Position 
Energy Coalition agrees that marginal cost pricing of 

electricity sends proper signals to customers as to the true costs 
of new energy sources so that consumers can adjust their consumption 
in response to changes in price. However, it argues that this logic 
does not apply to low~income utility users whose income constraints 
limit their basic life support needs. Energy Coalition recommends 
that rates be based on marginal costs with excessive revenues 
resulting froo such rate structure used to eliminate the monthly 
service charge and when possible to further reduce r~tes for low 
volumes of energy usage. It further suggests that existing rate
payers would be vested with a certain quantity of low cost power; 
whereas, new ratepayers would be charged the full incremental costs 
of their consumption. Energy Coalition concludes that its proposal 
would result in conservation and equity. 
City's Position 

City agrees with SDG&E and the staff that air-conditioning 
lifeline allowance should be provided for domestic customers in Zone 
V. City disagrees with the staff's proposal to provide air-condition
ing lifeline allowance for domestic customers having air-conditioning 
equipment in Zone H and supports SDG&E's position. 

City also disagrees with the staff's proposal contained 
in Alternate VI for domestic r~te design for a ewo-tier lifeline 
rate. City argues that such a proposal treats an all electric 
customer as a second-class citizen compared to a gas and electric 
customer. 
Discussion 

. 
Although eRA and Federal Agencies both argue that spreading 

r~te increases ~mong classes of custo~ers to produce a uniform rate 
of return to rate b~se for the various classes of customers is the 
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best method, they recognize that it is not the only basis and that the 
Legislature's edict for lifeline rates may make it impossible to 
achieve. C~ also argues that much evidence has been introduced into 
this proceeding on marginal cost pricing and that this Commission sho.uld 
address itself as to how such marginal costs data should be used. While 
we agree with eRA that there are many unanswered questions as to ehe 
usage of marginal costs for revenue allocation and rate design purposes, \ 
we are also aware that marginal cost. methodologies at present are I 
still under development and ref~nement. As far as the staff was \ 
concerned, its rate designs were prepared before its marginal cost \ 
study was completed and, therefore, the staff's rate design witness was 
only able to use the marginal costs to test whether his proposals 
were reas~nable. While we believe marginal cost pricing will assume 
greater importance in the future, for the rates adopted herein, marginal 
costs will be used as another tool in helping us arrive at reasonable 
revenue allocations and rate cesigns in es~ablishing electric rates. 

In D.89857 we spread the partial general rate increase of 
$23,685,000 for the Electric Department by applying a 0.326~ per kWh 
increase to all electric sales, exclusive of lifeline and DWR sales. 
This ~as increased the average system rate to a level exceeding the 
January 1, '1976, average system rate by 25.8 percent. 

The differential between current lifeline rates and the 
current average system rate is 15 percent. While we do not believe 
that the differential has reached a level where it cannot be increased, 
the additional increase of $32,648,000 authorized herein would place 
an undue burden on other customers if lifeline rates were not increased. 
Accordingly, we ~i11 increase the level of lifeline rates by 10 percent. 

The staff recommended a range of increases to customer 
classes. We will stay within this range in spreading the revenue 
requirement increase authorized herein (including the partial increase 
authorized on January 16, 1979) to customer groups, but recognize that, 
with the magnitude of increased revenue involved, assignment of 
increases 3t the middle of the r~nge is not feasible. Nonlifeline 
residenti~l usage should carry some of the revenue requirements 
remaining from the limited increase to lifeline rates. The remainder 
of the revenue requirement will be carried by other customer groups. 
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For the domestic service class, although we believe inverted 
rate schedules for electric customers will be necessary, we are 
concerned that a sudden dramatic change in rate design will result in 
revenue instability and also produce strong opposition from 
customers. Therefore, we are of the opinion SDG&E's format for the 
domestic class is the most appropriate to adopt in this proceeding 
in that it eliminates declining rates and provides for a uniform 
lifeline energy charge and also a uniform nonlifeline energy charge • 

. We will, however, not adopt SDG&E's proposed customer charge of 
$4.00 for both lifeline and nonlifeline as a 115 percent increase 
in this charge will place a severe burden on the small volume user 
and tend to be a disincentive to conservation. We will, however, 
increase customer cha=ges by increasing the. existing $1.86 charge 
proportionately to $2.20. We reject the staff's proposal for a two
tier inverted lifeline energy charge as we are not convinced that 
one type of lifeline usage is anymore inferior to another type of 
lifeline usage. 

We have considered SDG&E's and staff's proposals for a 
lifeline air-conditioning allowance. We concur with SDG&E and other 
parties that an air-conditioning lifeline allowance should be 
restricted to only those customers in Zone V in which currently 96 
percent of the domestic customers own such equipment. We concur 
that extension of an air-conditioning lifeline allowance to domestic 
customers in Zone H in which only 40 percent of the customers own 
air-conditioning equipment would not be essential usage and could be 
considered luxury usage. MOreover, the staff's proposal to allow an 
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air-conditio~ing li~eline allowa~ce to cnly those custo~er$ owning 
such ~quip~ent in Zo~e H would also be more costly and difficult 
to adr.:inister and a further burden on other ratepayer~. We will, 
therefore, adopt as reasonable an air-conditio~ing lifeline allowance 
of 4.00 ki'ib to all custorr:ers in Zone V for the months of !"f.ay through 
October. 

A significant nurr:ber of reside~tial custorr:ers of SDC&E 
inquired and co~plained that they did not receive their full 
entitle~ents to electric lifeline allowance above the basic kilowatt-
hours. SD~E has filed a ~lan to verifv and correct the allowances . . 
ana to make refundS. SDC&E has filed Advice Letter No. 4.75-E 
on April 25, 1979, to revise the discount frorr. 10 percent to 25 
~ercent fer the ~obile home ~ark owners who sub~eter their tenants. . . 
t'Te take official notice of Resolution No. £-1833 dated April 24., 1979 
by which we approved the plan, and conc\;.rrent Resolution No. :;-1840 
by Which the Co~~ission will authorize the revised discount. 
Since the original estir.ate of residential \;.sage in A.5S067 does not 
reflect these estimates used for the olan we will recompute authorized . . 
revenue. It will be based on updated esti~ate of lifeline use by 
electric customers and will correct for revenue 'shortage due to an 
increase i:1 the total amount of electric lifeline allowance anll 
L~crease in the discount fer mobile heme park owners. 

~lthough we believe that an i:1verted rate structure for 
~he General Service Schedule A class will promote conserv~tion, we 
will not ado~t s\;.ch a rate structure in this proceeding since it 
will represent a dramatic change fro~ the existing declining bloc~ 
rates existing for this rate schedule. The disparity between 
residential nonlifeline and Schedule A rates will, however, be 
substantially reduced. We believe that the adoption of the rate 
format contained in staff's Alternate II, providing a flat energy 
charge, is sufficient to encourage conservation for this class at the 
present. We also believe thQt the customers who presently have 
demand meters or demand in excess of 50 kW should be offere'd a flat 
demand and energy rate. 
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For Ceneral Service (Schedule A-S) the staff adopts 
SDG&E's !"ecoI:".rnended customer charge of $125. and also its proposal to 
reduce the existing four-block demand related energy charges in~o 
two blocks. The two alternatives offered by the staff attempt tc 
reduce the rate differential between the blocks. Consistent with our 
approach for Schedule A, we will adopt the methodology contained in 
staff's Alternate! in developing our rate deSign for Schedule A-5 
~ut will limit customer charge to $10 per meter per month. 

For P, FA, and ?A-PG Schedules, SDC&E's and staff's 
?roposals are basically simil~r except for the reduction in custorr.er 
charge blocks from six to fou: by the staff and a uniform energy 
char;e for all consumption instead of the two declining energy 
block::; i!". SDC&E' s proposal. ',lIe believe the staff's cus':.omer charse 
blocking proposal is reasonable; however, we will adopt a flattened 
two-tier energy charge of $0.0294 per kWhr for the first 10,000 
kWhr and $0.0275 per kWhr for all excess kWhr for the P Schedules 
o.nd a flat energy charge of $0.0250 per kWhr for all kWhr for PA 
and PA- Fe Schedules. 
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The use of TOU ta~iffs is still in an experimental stage; 
th~refor~, the staff reco~r.ends that the present structure and balance 
of the A-6 TOU rate schedule be retained and similarly the A-5 TOU 
rate st~cture set forth in Advice Letter No. 430-E Supple~ent.2I ~ 
The reason giver. by the staff for maintaining the existing structure 
is the lack of sufficient, data to evaluate the effectiveness of the 
TOU conce?t or to recor.~end changes thereto. In addition, SDG&E's . 
A-6 TOU rate structu~e differs from PC&E's and Edison's TOU rate 
structu~es in that demand charg~s are based on each custo~ers' 
contribution to the syste~ load at the time of ~ach ~onthly peak 
occurring during the on-peak period compared to demand charg~s based 
on ~axi~urn demand occur~ing at any ti~e during the on-pea~ periods 
for th~ other two ccrn~ani~s. We agree with the staff that at this time 
it is important to ~aintain the,existing TOU rate structures in order 
to cbtain s'~fficient data as early as possible. We will, therefore, 
adopt the for~at centained in staff's Alternates I for beth A-5 
TOU and A-a rates except for custc~er charges which will be set at 
$20 and S600, per month, respectively. 

ii SinceA-5 TeV rates are authori~ed by this deciSion, SDC&E's 
Advice Letters Nos. 430-E and 430-E supplement are moot and 
will be rejected. 
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For Street Lighting Schedules LS-1 and 15-2, we will adopt 
the staff's reco~~ended rate proposals since the staff's proposals 
increase the charge for incandescent and mercury vapor la~ps while 
decreasing charges for the highly efficient high-pressure sodium 
vapor lamps. The staff's proposal promotes efficient use and energy 
conserva.tion. 

~~ will also adopt as reasonable the staff's recommendations 
to close Schedule 1S-3 to new custo~ers 2nd to bill new customers 
on Schedule A. Similarly, we will adopt the staff's proposal to 
eliminate Heating Schedule H as such schedule has been closed to new 
customers for a long time and tr~nsfer existing customers to 
Schedule A. Tne staff agrees with the format of other rates proposed 
by SDG&E and contract rates as being reasonable. We will adopt sucn 
format and contract rates modified to reflect the difference in 
requested and adopted revenues. 

The increases in electric rates we a.re authorizing in 
this decision are shown in Table VII and Appendix F. 

\ While we recognize marginal costs in this decision to the 
extent that the rates adopted are not inconsistent with rates that 
would result from a direct use of marginal costs, we are concerned 
that sufficie~t and timely presentations on marginal cost based on 
rate design be made in future applications. We have called for 
such presentations in our earlier decisions (D.893l6 and D.89711). 
Further, a marginal cost rate design presentation is required by 
the Load Management Standards adopted by the California Energy 
Commission on May 23, 1979. As we stated in D. 85559, "Conservation 
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in the sense of efficient allocation of electricity will be the ( 
keystone of the rate structure." Our movement in the direction of 
marginal cost pricing represents a major effort in the pursuit 
of conservation and in promoting the most efficient use and 
allocation of resources. 

In our examination of marginal cost approaches presented 
in these, proceedings, we are concerned with the substantial 
disparity between revenue which would result from rates set on 
full marginal costs and those allowed by the Cocmission. We 
therefore direct that another approach be presented in full in 
future applications. This approach is to recognize) ·as the 

appropriate levels of 'marginal costs, those costs that are the 
common costs to.be recovered. Common costs are the costs imposed 
by each customer, regardless of customer class of voltage level. 
Co~on costs are the marginal generation and transmission capacity 
costs and the marginal energy costs. Consequently, the minimum 
charge must be the marginal running costs (marginal energy costs 
minus the average fuel cost which would be recovered in ECAC) , and 
the maximum charge would be the running costs plus the cost of 
generation and transmission capaCity. Table VI-A shows the 
development of the marginal costs which were used. 
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SU:Otot:l.l 

C;me~ Se:"'lic:e 

ta-~ Ge:c:-...! Se:-vic:e 

S4:I. Diego Ga:: & Eleet~e C~8.tlY 
::lect:'ie Depa.rt:ent 

~ or Y:1OFOS:C EA..."'E INCP.!:ASZS 

: : ::. :lAIdopt.ed : 
:B.e.se :Ra.te :P'5.l't1u :Inereue:'!otal :Re~nue:S&lc3 in: 
:Revenue a.t :!nerea.,se: Over : at Acopted :M1ll!c::ts: 
: 1/1/ :!l-808S7: ~r':i~: R1l.tes : ot kWh : 

S 6,70SY $ 55,503 $ 62,2.U 2,351 
;l,196 S 5.144 2,915 !15 2SS l,482 

e 
01:1,099 :; ,l4lo4 16,623 108,466 3,033 

10,294 ~,132 10,88; 90,909 2,952 

19,894 4,191 1,823 25,908 1,277 

'ler/ t3-""gc Ge:le::-:.l Service 12,766 3,308 560 16,6;4- 1,012 

Gene:-al Pmie::' 4,053 544 578 

A.sr;:'ic:~ tu:~ ?OW'e::' '2,995 464 3&:.. 

.A.~a. !.1g:c.-;!:lg 968 45 201 

Street Ligl:::i::.g 3,391 266 596 

Y.is cell..:.: eo u.s 

CPCC ~s~1ction 2,601 720 
~ c:c.-J'u..'""i .::di e-: ion 4z58~ 

:ct:ll 208,244 23,~4 32,348 

1/ Refleet, eha,:,ee, !on lire1ine ,ale, adju,tment and 
average or 10 pereent inc:rea,e in revenue. 
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x:v. FINDINGS AND CONCLUSIONS 
Findings 

1. SDG&E is in need of additional revenues but the proposed 
increase of $112,660,000 is excessive. 

2. A rate of return of 10.59 percent on the adopted jurisdic
tional rate base of $1,014,490,000 is reasonable. Such rate of return 
will provide a return on common stock equity of approximately 14.50 
percent and a times interest coverage after income taxes of 2.7 times. 
This rate of return is sufficient to enable SDG&E to'attract capital at 
reason~ble cost ~nd maintain a sound credit rating. 

3._ The authorized rate of return on rate base and return on 
common equity '(resulting in the increased revenue requirement found 
necessary herein) is expressly authorized and found reasonable ~f 

the next earliest test year .to be used in establishing SDG&E's 
base revenue requirement will be 1981. Accordingly, the rates found 
reasonable herein are reasonable only if 1981 is the next earliest test 
year used to set base rates for SDG&E. , 

4. An adjustment in rate of return t'o reflect the vigor, 
i~gination, and effectiveness of SDG&E's conservation program of a 
positive or negative nature is not warranted at this time. SDG&E 
should direct its attention to the implementation of as many cost
effective conservation programs as feasible including further progress 
in its eVR program, informative customer billing program, as well as 
the residential insulation program required in Case No. 10032. 

5. The adopted test year estimates of operating revenues, 
operating expenses, and rate bases for the ElectriC, Gas, and Steam 
Departments for test year 1979 contained in Tables II, III, and IV, 
and discussed previously, reasonably indicate the results of SDG&E's 
operations in the near future. 

6. The authorized increase in rates is expected to provide total 
company gross increased revenues for test year 1979 of approximately 
$70.9 million in jurisdictional sales over base rates in effect a~ of 
August 28, 1978, which equates to a gross increase of approximately $37~ 
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million over the rates authorized by D.89857. which granted SDC&E a partial 
general increase of $33.7 million. The $ 70.9 million increase in 
jurisdictional sales represents a $56.1 million increase in Electric 
Deparement revenues, a $14.6 million increase in Gas Department 
revenues, and a $199,600 increase in Steam Department revenues 
over August 28, 1978, rates or increases of $32.4 million, $4.8 
million, and $10,500, respectively, for ~lectric, Gas, a~d St~~m 

Deparocents over D.89857 rates. This amounts to a 26.9 percent, 
12.2 percent, and 122 percent increase, respectively, in electric 
gas, and steam revenues over August 28, 1978 rates and a 13.9 percent, 
3.7 percent, and 3.0 percent increase in revenues over D.89857 rates 
for the three department~respectively. 

7. The adopted capital structure and cost factors previously 
discussed on page 67a are reasonable. 

8. In 1972 whcn Sundcscrt ~olas initiated, nuclear generated 
?CI~~er was considered the preferred technology because it wa.s substan
tially less costly th~n oil or co~l generation. This was later 
reaffirmed by the OPEC oil embargo in late 1973 which emphasized 
the desirability of redUCing SDG&E's reliance on oil for generation of 
energy. 

9. The qualifying of the Coastal Initiative for the NoveOber 
1972 ballot made it apparent th~t siting a major generating plant in the 
California desert would decrease the probability of meeting regulatory 
disapproval. 

10. In the Draft Environmental Statement issued by the NRC and 
the U.S. Department of Interior on Sundesert, the NRC staff concluded 
that " ••• Considerations of national policy and fuel reliability make 
it desirable to meet this need for generating ca.pacity with nonoil
fired base-load capacity." 

11. SDG&E's management was not imprudent in its inception) 
continuation, and termination of Sundesert considering the circumstances 
that existed at the time SDG&E had to make its decision . 
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12. Of the $90.5 million net Sundesert expenditures, we will 
disallow the entire $5.1 million of capitalized AFDC since the 
p~oject has not led to construction; $500,000 of public relations 
expenditures which failed to meet the standards set forth in 
D.S6794; and $360,000 of expenditures relating to legal advocacy 
and other lobbying activities which do not benefit ratepayers 
arc not allow~ble expenses for ratcmaking purposes. We will find 
as reasonable Sundesert expenditures of $$4.54 million. 

13. For the total $47.34 million Sundesert site-related costs, 
we find that rate base treatment of such expenditures is proper in 
that the Sundesert site is a valuable asset that can be used for 
a future electric generation facility, except that the $2.0 million 
of site-related AFDC should be excluded from rate base until con
st~ction of a useful generation facility is completed at such site. 
Certain conditions must be attached to this finding to protect the 
interests of the ratepayers. We find it proper to include these 
co~ts in the rate base for up to three test year periods subject 
to review during each of the next three test year rate proceedings. 
If the site or related rights or both are zold during this period, 
appropria~e compensation sholl be made ~o the ratepayers for 
their costs incurred for which they received no benefit. 

14. All parties except Energy Coalition agree th~t unless 
the Co~~ission can make the finding of management imprudence, the 
Sundesert nonsite-related costs are properly recoverable cxpendi-
tures. 

15. I~ is not rc~sonable to allow rate base treatment on 
Sundesert nonsite-relatcd expenditures since such treatment would 
place the same burden on ratepayers for an unsuccessful construction 
project as for a successful construction project that is placed 
in service. We ....nIl, however, authorize, os reasonable, a five
year a~ortization of such nonrecurring expenditures because they 
were p~dently incurred. 
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16. We are :10 t moved by SDG&E I 5 argumen ts that the 
Co~~ission should modify its policy of disallowing institutional 
advertising; therefore, such expenditures will continue to be 
disallowed for rntemaking purposes. Institutional advertising 
serves to advance the corporate image and does not benefit rate-
payers. 

17. SDG&E has made a firm offer of 7 percent to its 
union employees. It is reasonable to allow such 7 percent 
wage increase to be included in test year 1979 estimates as 

such increase falls within the President's wage and price 
guidelines and since an ultimate agreement can reasonably be 
expected to be finalized at no lesser amount than what SDC&E has 
offered. 

1$. The stafr productivity adjustment is not based on a 
study to determine whether such an increase is feasible or 
measurable, and such adjustment may result in a double counting. 
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19. A management audit of SOG&E by independent consultants into 
areas approved by the Commission could result in expense savings to 
SDG&E (that would utimately benefit ratepayers). We further expect 
SDG&E to participate in this effort by making its recommendations as 
to areas of inquiry, audit guidelines, and objectives, as well as to 
the selection of consultants. Reasonable costs incurred for conduct
ing a management audit are recoverable in future rates. 

20. Nuclear decommissioning expense will be incu:red and can 
be estimated now and amortized; accordingly, that expense can be 
included for ratemaking. Consistent with our treatment of nuclear 
plant deCOmmissioning expenses in D.897l1 of Edison) adoption of 
nuclear decocmissioning expenses on a similar baSis for SDG&E is 
reasonable. We should require SDG&E to also account for decommissioning 
costs on a unit basis similar to Edison. 

21. Ad valorem tax expense adopted for the test year reflects ~ 
actual post-Proposition No. 13 tax rates. 

22. Since OIl No. 24 will more fully explore the feasibility and 
ramifications of adopting new me~hods of calculating income taxes, it 
is reasonable to calculate income taxes on, the traditional ratemaking 
method in this proceeding. 

23. Similar to the methodology used for granting partial general 
rate increase in 0.89857, we will limit ITC to 50 percent of the tax 
liability plus ratable flow-through of the excess ITC generated by the 
1975 Tax Reduction Act. Income tax expense so computed should be subject 
to refund 'should the Internal Revenue Service agree that a rate greater 
than SO percent can be used without jeopardizing the additional ITC 
available under the Tax Reduction Act of 1975. 

24. SDG&E's performance in energy conservation in 1976 and 1977 
was barely marginal. However, it proposed to expand its programs in 
1978 and 1979. A r~te of return adjustment based on conservation is not 
warranted at this time; however, the company is cautioned that it should 
demonstrate substantial program improvement in its next general rate 
case. 

25. SDG&E can and should step up its CVR program efforts. We 
will require SDG&E to revise its tariff to set forth the new ranges 
of customer voltage recommended by the CVR program as shown in 

Appendix B and adopt eva implementation and reporting ~equirements 
set forth in Appendix C. -96-
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36. The sj·stern averag~ electric $/~V{n rate, incluJing the 
increases a~thori:ed in this decision, is .056 and 34 percent over 
~he syzte~ average electric rate at Januar/ 1, 1976. 

37. Lifeline electric ra~es have not been increased since 
January 1, 1976; and since averaee system rates will exceed lifeline 
rates by well over 25 percent, it is now reasonable to spread a 
portion of the increase authorized in this decision to lifeline 
sales. 

38. ;.. uniform electric lifeline cor..:::o~ity rate ami a uniform 
nonlif~line co~.:::odity r~te will result in a more simplified and 

/ 

eazily understood rate struct,,;re which will promote customer under-
standing an:':' ultim.ltely conservation. . , J 

39. In order to encourage conservation, we will ~dopt ,,;niforrn 
commodity charges or flattened corr.:::odity rate structures. 3y moving 
in the direction of flattened. electric :-ates an,,i away from declining 
block rates, customers will :-eceive a clearer eco~omic signal tc 
effect conservation. 

'!"'O. Lowering charges for energy ef.ficie!'lt high-pressure sodiurr. 
va~or street lamp~ and increasi!'lg charges for less efficient rnerc~ry 
vapor a~~ incnndescent lamps will encourage a shift tc more energy 
efficient street lighting. 

41. If SDG&E revises its electric tariffs to curtail use of vi 
r~siJential ~ocl !ilter ~otor ~u~~s during daily peak ~eriods of noon 
to 6 ,.m. as· s~t fo::-th i:'1 AFpe~di~ ;.. it will reduce p~ak period loads • ./ 

42. If the last units of energy consumed are priced at least 
eq~l to the first consumed, or hi3b~r, customers will realize 
significant economic savings if consumption is reduced. 

43. Inverted or .at le.ast flattened rate structures for gas and 
electric rates give an economic signal to customers of the economic 
advantages of conserving energy. 

44. A flattened rate structure for small gener~l service users 
will result in a more simpli:ied rate structure that can be more 
easily understood by such users. 
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45. Establishment of TOU rates for large general service 
customers presently served under Schedule A-5 with demand between 
1,000 and 4,000 kW could result in reducing or shifting peak load 
requirements. 

46. Decision No. 85559, case No. 9804, dated March 16, 1976 
found that TOU rates would reduce peak loads (see Findings 20-25) 
and directed respondent utilities, including SDG&E, to present 
TOU rate proposals. 

47. If the lifeline quantity rate for electric and gas 
service is not increased~ residential customers will receive a 
false economic signal regarding the cost of energy. 

48. If a revised Schedule A is established for general service 
customers whose monthly demand exceeds 50 kV with a flat demand 
charge, the customers will receive an economic signal to reduce 

d~mA~d. 
49. Presently, general service customers served under • 

Schedule A are not subject to a separate demand and commodity charge. 
so. If general service customers reduce demand throughout 

the monthly billing period, there will be a resultant reduction 
in the utility's future load requirements. 

51. The authorized rate spread shown in Table VII and rates 
set forth in Appendi~ F arc just, reasonable, and nondiscriminatory. 

52. The rates authorized herein by Appendices D, E, and F 
are just, reasonable, and nondiscriminatory. All other rates and 
charges to the extent that they differ from Appendices D, E, and F 
are unjust and unreasonable. Advice Letter No. 430-E and Supplement 
thereto dealing with A-S IOU rates are moot. 

53. All pending motions taken under submission and not ruled 
on should be denied. 

54. The effective date of the order should be the date hereof 
because there is an immediate need for rate relief and nearly one
half of the test year will have already expired. 
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55. In including an amount of $846,985 in our adopted test 
year 1979 operating e~penses for the insulation incentive program 
authorized by D.90308 in Case No. 10032 we find it reasonable 
to require that any funds authorized for this program which are 
not expended for the insulation incentive program will be subjec~ 
to refund upon termination or completion of the program. Otherwise 
it would result in a windfall to the utility. 
Conclusions 

1. SDG&E should be authorized to file revised steam rates 
as set forth in Appendix D which are designed to produce $10,500 
of additional revenues over D.89857 levels based on test year 1979 
adopted results of operation. 

2. SDG&E should be authori~ed to file revised gas rates as 
set forth in Appendix E which are designed to produce $4.8 million 
of additional revenues over D.89857 levels based on test year 1979 
adopted results of operation. 

3. SDG&E should be authorized to.-file revised electric rates 
as set forth in Appendix F whi~h are designed to produce $32.4 

\ 

million of additional revenues over D.89857 levels based on test 
year 1979 adopted results of operation. 

4. Ihe increases should be granted subject to refund to the 
extent tnat income tax e~penses are computed limiting IIC to SO 
percent of the tax liability and to the extent the funding adopted 
herein for the insulation incentive program is not expended for 
such program. 
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o R D E R - ----
IT IS ORDERED that: 

1. San Diego Gas & Electric Company (SDGSE) is authorized 
to file with this Commission revised schedules for steam, gas, 
and electric rates as set forth in Appendices D, E, and F on or 
after the effective date of this order. The revised tariff, 
schedules shall become effective five days after filing ~nd 
shall comply with General Order No. 96-A. The revised schedules 
shall apply only to service rendered on and after the effective 
date thereof. 

2. The increase authorized herein shall be subject to 
refund at 7 percent interest.to the extent ~~at income tax 
expenses are computed limiting Investment Tax Credit to SO percent 
of the tax liability and authorized funding for the insulation 
incentive program is not expended. 

3. SDG&E shall undertake a management audit conducted I 
Before consulting contracts are awarded' by independent consultants. 
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and the audit is begun, the Executive Director shall submit to the 
Commission, for its approval, the specific areas of inquiry the man
agement audit will cover. 

4. SDG&E shall continue programs designed to produce conserva
tion, increase efforts to develop conservation oriented rates based 
on marginal costs, and apply vigor and imagination to develop 
new, innovative, and cost-effective conservation programs. 

S. SDG&E shall within one huncred eighty ctLYS from the date 
of this order submit for Commission approval revised customer billing 
formats that are designed to enable customer understanding of the 

conservation oriented rate design and the economic effect of energy 
conservation. SDG&E should work closely with the staff in preparing 
various proposed bill formats. 

6. SDG&E shall within thirty days after the effective date of 
this order revise its tariff to include the customer service voltages 
and customer utilization voltages set fort~ ~n Appendix B. 

7. SDG&E shall continue to expand its implementation of conserva
\ tion voltage regulation and file progress reports as scheduled and 

set forth in Appendix C. 
8. SDG&E shall file within thirty days after the effective 

date of this order an amendment to its rules to include the provisions 
set forth in Appendix A on swi~ing pool filters and pumps. 

9. SDG&E shall distribute to each of its residential customers , 

a brochure listing energy efficient refrigerators, freezers, and 
refrigerator-freezer combinations. The brochure shall compare 
appliances with similar features, listing specific information by 
brand name, model, size in cubic feet, kilowatt usage per month, 
and average estim3ted operating cost. The first distribution of this 
brochure should be made within one hundred twenty days from the effec
tive date of this order. 

-100-
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10. SDG&B's Ad'lice !..e'tters Nos. 4:;0-.5: ~.nd 430-.2: Supplernc:7.t 

!'::"l~d Or'. May 17, 1977 and Noverr.be:r ), 1977, respectively, are 

rejected.. 
" , J._. All ~otior.s in these proceedings not her~tofore ~led 

on ~re denied. 
Tne effective date of this order is the date hereof:~ 
Dated. at S1I.n ~~ , California, this .. ? -

f JUNE day of. ____________ , 1979. 

-::'01-
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APPENDIX A 

PROPOSED PROHIBITIONS AND CURTAILMENT PROVISIONS 

"( __ ) Timers associated with swimming pool pumps 
and filtr~tion equipment shall not be set to 
operate such equipment during the peak usage 
periods of the day from 12:00 noon to 6:00 PM. 

"(a) Notwithstanding the provisions set forth 
above, a circulating pump not exceeding 
three-quarters horsepower in size may be used to 
circulate solar heated water from solar collector 
panels. to any pool or to retu=n pool water to 
solar collector panels. 

neb) Notwithstanding the provisions set forth 
above, pumps that activate hydro-massage and 
therapeutic or other equipment designed for the 
confort of bathe=s may be set to operate by 
means of manual switches during any period when 
the pool is occupied." 
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APPENDIX B 
Page 1 of 2 

RULE NO. 2. DESCRIPTIO~ OF SERVICE 

( ___ ) Customer Service Voltages: 
Under all normal load conditions, distribution circuits 
will be operated so as to maintain secondary service 
voltage levels to customers within the voltage ranges 
specified below: 

Nominal 
Two-Wire 

And 
Multi-Wire 

Service 
Voltage 

Minimum. 
Voltage 

To All 
Services 

Maximum 
Service 
Voltage 

On 
Residential 

And Commercial 
Distribution Circuits 

MaxitmJrn 
Service Voltage 
en A~ricultural 
And Industrial 
Distribution 

Circuits 
120 
208 
240 
277 
480 

114 
197 
228 
263 
456 

120 
208 
240 
277 
480 

126 
218 
252 
291 
504 

ExcePtions to Voltage Limits. Voltage may be outside the 
limies speeitied when the variations: 

(a) Arise from the temporary action of the elements. 
(b) Are infrequent momenta=r fluctuations of a 

short duration. 
(c) Arise from service interruptions. 
(d) Arise from temporary separation of parts of the 

system from the main systC~. 
(e) Are from causes beyond the control of the utility. 

( ___ ) Customer Utilization Voltages: 
(1) All customer-owned utilization equipment must 

be designed and rated in accordance with the 
following utilization voltages specified by 
the American National Standard C84.l if customer 
equipment is to give fully satisfactory 
performance: 
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APPE.~DIX :s 
Page 2 of 2 

Nominal 
Utilization 

Minimum 
Utiliz:1.tion 

Voltage 

Maximum 
Utilization 

Volta~e Voltage 

(2) 

(3 ) 

(4) 

(5 ) 

120 
208 
240 
277 
4$0 

110 
191 
220 
254 
440 

125 
216 
250 
2S9 
500 

The difference between service and utilization 
voltages are allowances for voltage drop in 
customer wiring. The maximum allowance is 4 
volts (120 volt base) for secondary service. 

Minimum utilization voltages from American 
National Standard CS4.l are shown for customer 
information only as the Company has no control 
over voltage drop in customer's wiring. 

The minimum utilization voltages shown in (1) 
above, apply for circuits supplying lighting 
loads. The minimum secondary utilization 
voltages specified by American National 
Standard CS4.1 for circuits not supplying 
lighting loads are 90 percent of nominal 
voltages (lOS volts on 120 volt base) for 
normal service. 

Motors used on 208 vol: systems should be rated 
200 volts or (for small single phase motors) 
115 volts. Motors rated 230 volts will not 
perform satisfactorily on these systems and 
should not be used. Motors rated 220 volts are 
no longer standard, but many of them were 
installed on existing 208 volt systems on the 
assumption that the utilization voltage would 
not be less than lS7 volts (90 percent of 20S 
volts) . 
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APPENDIX C 

CONSERVATION VOLTAGE REGULATION IMPLEMENTATION 
AND REPORTING REQUIREMENTS 

1. SDG&E shall actively continue its investigation and testing 
of distribution circuits, loads, motors, and appliances to maximize 
the saving of energy through control of voltage regulation. Priority 
shall be given to the analysis of agricultural and industrial services. 
SDG&E shall file in writing, progress reports on or before June 30 and 
December 31 of each year, setting forth detailed engineering data of 
individual investigations and tests. 

2. SDG&E shall systematically and periodically review the ser
vice voltages of all of its distribution circuits to ensure that all 
service voltages are as close to the minimum voltages, specified 
in Appendix B, as is cost-effective and will maximize energy savings. 
Records shall be maintained of u1l distribution circuit voltage 
regulator control settings including bandwidth, voltage level, and 
line-drop compensator. 

3. SDG&E shall review the design and operation of all of its 
distribution circuits and determine for each circuit the cost
effectiveness of maximizing conscrv~tion of energy by optimizing 
service voltages. On or before October 31, 1979, SDG&E shall report 
in writing the results of this review including the regulator operating 
voltage levels for each circuit ot the beginning and end of the circuit 
and the proposed circuit changes to m~ximize conservation of energy by 
optimizing service volt~ge for those circuits where it is found to be 
cost-effective to do so. 

4. SDG&E is hereby authorized to file bv October 31, 1979, a lise 
of devi~tions for those residential and commercial distribution circuits 
that do not conform to the mi~~m~m ~ng mafiimum 5econoarY,voltage levels 
S?QCltled in Appendix B uno shall request ~uthority for continuation of 
such deviations ~5 mny be ncccss~ry unnuully th~rcaftcr. The aforc-
~entioncd list and subsequent annunl re~uests for authorization shall 
list c~ch circuit for which d devintion is requested, the fuctors which 
impcd~d compliance, the status of the desiqn and operation review, and 
any proposed circuit changes to eliminate the continued requirement for 
the deviations. 

5. SDG&E is hereby directed, in coopcrntion with our Energy 
Conservation Branch, to implement during the next twelve months a 
volt~gc surveillance program to assure that those feeder circuits which 
have been adjusted to the new service voltage range under the Conservation 
Voltage Regulation Progr~m rem~in within the voltage range prescribed 
herein. 
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APPENDIX D 

Steam Department 

Applicant's tariffs, rates and charges are changed to the level or 
extent ~et forth in thi~ appendix. 

Schedules 1 and 2 

a. Tariff Rate~ Per Meter Per Month 
Seh. 1 Seh. 2 

Customer Charge •••••••••••••••••••••••••••••••• S7.89 57.97 

Commodity Charge, per 1,000 lb. •••••••••••••••• $6.757 $6.825 

b. S-oeeilll Conditions 

4. En~rgy Co~t Adju~tm~nt. An Energy Cost Adjustment, as ~peei
tied in Section 7 of the Preliminary Statement 15 included in the 
above eommodity charge. The current Energy Cost Adjustment is $ __ -__ 
per thousand pound.s of steam. 

-$,5.064 for Seh. 1 and S5.11,5 for Sch. 2 (as of Januar,y 21, 1979); 
adju~t to reflect rate effective on the ~te of thi~ order. 



• • 
A.58067, et al. 

APPENDIX E 

Ga..:s Department 

Applicant's tarif!a, rates and chargee are changed to the level or 
extent set forth in this appendix. 

Tan!! Rates Per Meter Per Month 
Lifeline Non-lifeline 

Schedule GR. GM. GS, GT Rates Rates 

Customer Charge ••••••••••••••••••••••••••••••••• 51.70 51.70 

Commodity Chorse ,1 
Fir~t 51 therms, per therm •••••••••••••••••• SO.19761r 
Next 81 therms, per therm •••••••••••••••••• 
Over 162 therma, per thorm •••••••••••••••••• 

~ 10% commodity rate discount for Schedule GS lifeline sales. 
l~ commodity rate discount for Schedule GT lifeline ealee. 

Schedule GN-l 
Customer Charge ••••••••••••••••••••••••••••••••• 
Commodity Charge, per therm ••••••••••••••••••••• 

Schedule GN-2 
Commodity Charge, per therm 

Sch~dule~ GN-3, GN-4, GN-5 
Commod.i ty Ch.arge, per therm 

•...••....•...••.•.•• 

•...••...••...•••..•• 
Schedules GL-l and G~2 and special contracts to oe 

increased commensurately. 

51.70 
so. 2500 

30.Z,500 

No Change 
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RAl'ES - SAo': DIEGO C~ S. El..EC'!RIC COMPA.~. EI.EC'nUC DEP.A.Rnmm' 

A~p11e~~'s el~ctr1c r~tes, charges, and conditions are changed to 
• the level or extent set forth in this ~ppendL~. 

SUMMARY OF BASE RATES 

C'Em:!tAI. S'ERV!Ct (SCRE!lt."t.E A) 

APPlICABILITY 

A;p11c~ble to gener3l service incl~ding lighting. appliances. hea~ing. 
~d ,ower. or any combination thereof. !be utility will normally demand meter 
~uatomer:s who$emon1!~ly 'CAX1:lu:::. "UlAnd exceeds 50 ~. 

~on-Demand·~e1!ered Customers 

Cu.s'tomer Cb.arge .......... oil •••••• OIl •••• " ..... ~, .............. . 

Energy Charge: 

III \c'..Ihr, per 1c'whr ....... " ............ ,,·· .. ····,,······· 

Demand Xetered Custome~5 

Customer ~a.rge ........................... ,,· ••••• •••••• 110 

nemand Ch~rge. per kw of bil11~S dem~nd ••••.••••• •• •• 

Energy Cha.rge: 

Per ~eter 
Per '!ionth 

$ 2.20 

$ 0.034 

$ 10.00 

$ 1.00 

m 'k"tlhr to per lcJhr ..... ., ••••• III •••• " •• " ................ " $ 0.0245l 

mnimum Charse:. 
!be mini~um charge shall be the customer charge, except where loads 

listed below ~re served. in which case the following amo~ts will be aaded 
to the customer charge: 

1. For air heati~g load, $1.37 per month per kilowatt of agg:egate 
cap~city in e~cess of 3 kilowatts of connected loac. 

2. For ?ower load. sl.37 per month per horsepower of ag8re8~te capacity 
in excess of 3 horsepower of eonnected load. 

3. For seasonal or inte~ttent loads. as provid~d in Speei~l Condition 
.. , 
I • 
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• 
AA'!tS - SA!: DI';:CO CAS $& n';:C':RIC CO~~:Y. ELEC':'RIC Ilt?A&~ 

c~"'l:':!Ul S!~V'1CE 

(SCR:E:DtJt.E A) 
(Cont:inued.) 

SPECIAL CO~~!T10~S 

4. Billing De!Ilat'\d. '!he b111:LIlg demand to be used in COlnput1ng charges will 
be the mean of the max:l.mum dem:1nd. for the current month a.nd the highest :suc.h ! 
de:J.and occurring in th.e year ending with the cunent tIIonth. For' 'JWC1mum de:nand.s 
occurring beeween th.e hours of 10 p.tII. to 7 a.m. of t:he following day, only 60 
percent of S\J,c.~ m.aximum de::nand shAll be considered. 

5. ~"(~um De!!land. 

(a) The c.a.xi:D.UI:!. d~nd ill any month shall be the average ~lowa.tt 
input during the fi!:e~-1I11nute interval in wh1c.h the con5ump
tion of electric enerSj is greater than in any other fi:teen
minute interval 1:l. the month, as l."\dicated or tecordecl by 
instl:"Ument" inst.:l1l~d. owned. and mllintllined by th.e utility. 
but not less than the divetsif1ed tesistance welder load 
COlnputed in accordance ' .. ith the utility's Ruloa Z:E'-::b. 

i. !he charges shown in sections (a) and (b) shall be $1.37 per kilowatt. 

cn"nAI. SERV!CE (SCRE!lt'U: A-5) 

Customer C'l'l:Lrge •••• I1111 ••••••••••••• " ••••••••••••••••••••••••••••• 

'Per ~et:er 
Pe~ Month 

$ 10.00 

per kw of billi~g d~nd ••••••••••••••••.•.••••• $ 

Ellergy C~rge: 

\ , 
1 

\ 
~:'S't. 2W z(.wW: pt'r i\.;. 0: ~j ~ ~ ; r.g ~e:A~, per A.-;hr......... .. \ 

A:l exees! l~r, per kwhr ••••••••••••••••••••••••••••••••• ~ 
M:tn1:lul:l Charge: 

I 

\ 
\ 
i , 

'The monthly minil:t1J.::1 charge shall be the <:us':Qcer el:a:ge plU!S the de::a:ld c:.b.a.rge l 
SPECIAL CONDITIO~~ 

6. The ch.a.rc;e shown :Ol; Power Fac':or Adjustment: sheuld be 21 cents t:ler 
k1lovar. 

Gn"!!Ul SERVICE - '!IX! ~T'ERED (SCHEDULE A-5 TOU) 

APPI.::CAB::U'!"l 

A?~licable to all new custo~ers whose max~um monthly demand is ~~ected 
to ~e between 1.000 Kw and ~.500 Kw and to ~~1sting customers Wh05C m.ax1Quo 
:onthly d~and ~"(ceeds 1,000 Kw for three consecutive months but does not 
meet the demand requ1r=ents !or Schedule ;..-6. Any custotner whose maxi:1um 
:1ont~y d~and has fallen below 1,000 Kw :or 12 consecutive months and who 
does no: :eet the de::na.nd re~u1reoents for any other mandatory schedule may. 
at his o~t1on, ~lect co continue service under this schedule Ot be served 
under any other a?p11cabl~ schedule. 

I 
I 
I 
\ 
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RATES - SA.~ OIECO CAS & ELECTRIC COMP~~. ELECTRIC DEPARTXE~! 

TERRITORY 

GE~ERAL SERVICE - T!ME METERED (SCHEDULE A-S TOU) 
(Con:1nued) 

Within the entire territory served by utility. 

/ 

Per Xeter 
Per Month 

Customer Charge .... II .................... " .................. " " .................... " ...... .. 

Demand Charge: 
Customer IS !1aximum Detn.lnd During 
the On-Pe.1k Per1oa ................................. " .. 10 .......... " .............. ... 

Energy Charge: 
On-Peak .................. " ............................ " ...................................... " .. .. 

Plus: Semi-Peak. " "" ....... " ........................................ "" ...... .. 
Plus: Off-Peak ....... " ........ " .. III .... " .............................. " ........ .. 

Where time periods are defined as follows: 

$ 20.00/mo. 

$ S.S4/kw 

5 O. 0l38/kwhr 
SO.0088/kwhr 
$ o. 006;/ 'kwhr 

The definition of time will be based upon the meter reading d3te 
for the customer. 

T1 tle Per i od ___ ;;.:M.l;:.v,,-1;;.;6:--.....;;O.;:c.;;;t..;;;,o..;;;,b e.;;;.l.' __ 1.:5;..* __ 
On-Peak 10 a.m. - 5.p.m. Weekd~ys 
Semi-Peak 5 p.m. - 9 p.m. Weekdays 
Off-Peak 9 ?m. -10 a.m. Weekdays 

Plus ~eekends S Holid~ys 

All Others 
5 p.m. - 9 p.~. Weekdays 

10 a.m. - 5 p.m. Weekdays 
9 p.m. - 10 a.m. Weekdays 

Plus Weekends & Holidays 

*Where the utility's meter reading schedule would cause more than five 
of a customer's reads to fall in this period. the first will be based 
on the All Other Periods. 

Time Periods: 
All time periods listed .:lre in Pilcific .Sto1ndard Time. During periods 

when Pacific Daylight Saving Time is in operation. one hour must be added 
to the listed times to arrive at actual "cloek" times. 

Holidays: 
The holidays specified in this schedule are: New Year's Do1Y, 

Washington's Birthday. Memorial Day, Independence D~y. Labor Day, Veterans 
Day. Th3nksgiving Day and Christm3s Day as design3ted by California L3w. 
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• 
·RATES - ·SA.'; DIECO CAS & ELECTRIC COXPA...'n, ELECTRIC DEPARTMENT 

CENERAL SERVICE - T!~E XETERED (SCHEDULE A-5 TaU) 
(Concinued) 

~ (Continued) 

Minimum Charge: / 
The monthly minimum charge shall be $2.l3 per kw of maximum demand. VI 

Energy Cost Adjustment: 
An Energy Cost Adjustment. as specified in Section 9. of the Preli

~inary Statement. will be included in each bill for service. including 
the minimum charge. The Energy Cost Adjustment amount shall be the 
product of the total kilowatt-hours for which the bill is rendered malti-
,lied by $0.03310 per kilowatt-hour. (The Energy Cost Adjustment 
amount is nOt subject to any adjustment for serving voltage.) 

Franchise Fee Differential: 

The franchise fee differential as indicated below will be applied 
to the monthly billings calculated under this schedule for all customers 
within the corporate limits as follows: 

City of San Diego 1.9% 

Such franchise fee differential shall be so indicated and added as a 
separate item to bills rendered to such customers. 

SPECIAL CO~~!T!O~S 

1. Prirnarv VOltage and Energv Discount. A primary voltage and energy 
discount will only be allowed where delivery is made and energy is received at 
an available standard voltage. Under these circumstances, the charges before 
power factor adjustment and energy cost adjustment will be reduced as follows: 

3 per cent in the range of 2 kv to 10 kv 
4 per cent in the r~nge of 10.1 kv to 25 kv 
7 per cent ~bove 25 kv 

The utility retains the right to change its delivery voltage after reaso~ble 
~dvance notice in writing to any customer receiving 3 discount hereunder and 
affected by such change, and such customer then has the option to change his 
system so as to reeeive service at the new delivery volt3ge or to accept service 
without voltage and energy discount after the change in delivery voltage, through 
transformers owned by the utility. 

2. Voltage Regulators. Volt~ge regulators, if required by the customer 
shall be furnished, installed. owned and maintained by the customer. 

3. Demand Char~e. The demand charge will be based on kilowatts of max1m~ 
demand as me3sured each month during the On-Pe~k Period. The maximum demand 
during the On-Peak Period shall be the average kilowatt input during :he 
fifteen-minute interval in which the cons~ption of electric energy is greater 
than in ~ny other fifteen-minute interval during. the On-Peak Period. as 
indicated or recorded by instruments installed. owned ~nd maintained by the utility. 
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• 
RATES - S~~ DIECO CAS & ELECTRIC COXP~~~. ELECTRIC DEPARTXE~7 

,CE~ERAL SERVICE - TIXE METERED (SCHEDULE A-S TOU) 
(Concinued) 

SPECIAL CONDITIONS (Continued) 

3. Demand Ch~rse. (Continued) 

In the case of hoists. elevators. furnaces. or other loads vhere che energy 
demand is intermittent or subject co violenc fluctuations, che utility may base 
the ~ximum demand upon a five-minute incerval inscead of a fifteen-minute 
intHVal. 

4. Xaximum Demand. The maxieum demand in any month shall be the average 
kilowatt input during thac fifteen-minute interval in which the consumption of 
electric energy is greater than in any other fifteen-minute interval in the 
month as recorded by instruments installed. ovned and maintained by the utility. 
For the purpose of determining the minimum charge che maximum demand shall in 
no case be less than the highest of (a) 1,000 kw. (b) 80 per cent of che 
highest maximu':!l dern.lnd registered dIJring the preceding eleven months.· or, (c) 
che diversified resistance welder load computed in accordance with the utility's 
Rule 2F-2b. 

In ,the case of hoists. elevators. fIJrnaces and other loads where the energy 
demand is inte~ittent or subject to violent fluctuations, the utility may base 
the =aximum de~nd IJPon a five-minute interval instead of a fifteen-minute 
interval. 

5. Power Factor Adj ustment,' '!his schedule is based on service'to loadS 
having a ~ximIJm reaccive kilovolc ampere demand not greacer than 75 per cent 
of the maxim~m kilowatt demand. In the event that the re~ctive demand exceeds 
75 ~er cent of che kilow~tt demand. the customer shall. upon receiving vr1tten 
nocice froe the utility. install and oper~te such compensatin'S equipment as may 
be necessary co reduce the reactive demand to 75 per cent or less of the kilo
watt demand. ~nless sIJch correction of re~ctive demand is made wichin ninety 
d~ys. chere will be added to each monthly bill following che ninety day period 
.l charge of 2l cents per kllovar of m.:lx1mum reactive demand in excess ¢f 75 'Per 
cent of the maximum kilowact demand (whether on-~eak or off-peak) for the month. 

6. Di~ital Pulse Recorder Malfunction. In che event that che digital 'Pulse 
recorder (DPR) malfunctions during che billing period, the energy sales vill be 
oased on the mechanical meter reading. Where che malfunction existed for less 
chan 257. of the billing 'Period. the energy sales will oe prorated to time periods 
based on che energy diVision dIJringche period when the DPR was working 'Properly. 
~~ere the malflJnction time exceeds 257. of che billing period. the energy sales 
will be prorated co time periods oased on the energy d1visionOJring the three 
previous c~lend~r months. If che DPR tIJnccions 'Properly for more than 25: of 
che oilling period. the Demand Charge will be based on the maximum demand during 
the On-Peak Period as measured dIJring the period of correct DPR functioning. 
In che event thac che DPR malflJnctions for more than 757. of the billing period, 
the Peak Demand Charge will be based on che average of the three previous demand 
charges which h~ve the same On-Peak hours. 

J 
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RATES - S~~ DIECO CAS & ELECTRIC COMP~~, ELECTRIC DEPAR~E~7 

GE~ERAt SERVICE - TL~E METERED (SCHEDULE A-S TOU) 
(Continued) 

SPECIAL CO~~ITIONS (Continued) 

7. R~connection C~~rsc. In the event th~t ~ customer terminates service 
under this schedule and re-initiates service at that same location within 12 
months, there will be a reconnection ch~rse equal to the minimum charge which 
would have been billed h~d the customer not terminated service. 

8. Miscell~neous. This schedule is not ap?licab~e to standby. auxili~ry 
service or service operated in p~rallel with a customer's gener~ting plant. 

GE~ERAL SERVICE - LARGE (SCHEDULE A-6) 

Per Month 

Customer Charge ....... II ••••••• , .... II ............................................. .. S 600.00 

Peak DemAnd Charge for Customer Contribution to 
Mon thly S)·s teem Peak ...................... II ........ 'II ................. II II ... " ••••• " S 7. 67/kw 

On-PC3k,. ........ III • II 'I ,. • II • II II • II 'I ..... II ,. II ••••• II II II • II ••• II ,. •••••• II •• ,. II ••• $ O .. OlOO/kwhr 
$ o.oo50/kwhr 
S 0 .. OO2S/kwhr 

Ene:'sy Ch~rge: 

Plus: Semi-Pe~k ... III .......... , ........................ II II II 'I II .............................. . 

Plus: Off-Pea.k ..................... ".······················· 

Min1'1:1u'lll Charge: 
The monthly minimum charge sh3ll be $lO,12l.00 but not less than $2 .. 02 

pcr kw of maximum demand: 

SPECIAl CO~DIIIO~S 

.j 

6. The charge sho~~ for Power Factor Adjustment should be 21 cents per 
k:!.lovar. 

./ 

RATES -

GEXERAL SERVICE-PARAlLEL GE~ERAT!O~ 
(~\PERIXE~7Al SCHEDULE A-PC) 

Per Meter 
Per Month 

Customer Chat'ge ..................... ··.· ......... ··········· $ 5.60 

Net Energy Charge (to be added to Customer Charge): 
First 100 kwhr. per kwhr •••••••••.•.••••••••••.• No Additional Base Charge / 
All excess kwhr. per kwhr................................... $ O.O;L.. v 

Minimum Cha.rge: 
The minimum charge sha.ll be the customer charge. except where loads 

listed below are served. in which case the following amounts will be added 
to the customer charge: 

1. For air heating load, $1.37 per month per kilowatt of aggregate 1 
capacity in excess of 3 kilowatts of connected load. 

2. For power load, $l.37 per month per horsepower of aggregate 
capacity in excess of 3 horsepower of connected load. 
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RATtS - SAN 'DItGO CAS & E!.tC'nIC COMPANY, ElEC'rRIC D'£PAR~"I' 

'DOMESTIC SERVICE (SCHEDULE DR) 

RATES 

Customer Charge •.•••••••• ••••••••••••••••••••••••••••·•••••• 

Energy Charge (to be added to Customer Charge): 
L1fe11ne. per kwhr ••••••• ·••••••••••••••••••••••••••••······ 
Non-Lifeline. per kwhr •••••• ~.·······-·~···················· 

SPECIAL CO~~ITIONS 

Per Meter 
Per Month 

S 2.20 

S 0.01920 
S 0.03103 

4. An Air Condi~ioning lifeline Allowance of 400 kwhr per month shall be 
added for all customers receiving service in :one V which is shown in '£."<."1ibi t 
'27. The A1r Conditioning Lifeline Allowance will be additive to existing 
allowances during ~he summer season. 

MUlTI-FAMILY SERVICE (SCHEDULE DM) 

'RATES 

Cus tomer Chao rge ..................................... ' ......... . 

Energy Charge (to be added to Customer Charge): 
Lifeline. per kwhr ••••.••. ·••••·••••••••·••··•••••••••·••••• 
Non-Lifeline. per kwhr .••.•• •••••••••••••••••••••••···•·•••• 

SPECIAL CONDITIONS 

Per Meter 
Per Month 

S 2.20 

S 0.01920 
$ O.03l03 

8. An Air Conditioning Lifeline Allowance of 400 kwhr per month shall be 
added for all customers receiving service in :one V which is shown in Exhibit 
27. The Air Conditioning Lifeline Allowance will be additive to existing 
allowances during the summer season. 
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• 
RA'I"ES - SAN DIEGO GAS & ELECTRIC CO~A.~ t ELECTRIC DEPARTM:C"1' 

SUBME'!ERED MtrLTI-F A.'1IL Y SERV! CE (SOlEDU!.E OS.l 

RATES 

Customer Charge •••••••••••••• ••••••••••••••••••••••••••••• 

Energy Charge (to be added to Customer Charge): 
L1fe.line, 'Per lc\tIhr,., ••••••••••••••• •••••••••••• .. ••••••••••• 
~on-L1fe11ne. ~er kwhr ••.•.•••••••.•.•• ••••••••••·••··•••· 

SPECIAl CONDITIONS 

Per Meter 
Per'Month 

$ 2.20 

$ 0.01920 
$ 0.03103 

S. An Air Conditioning Lifeline Allowance of 400 kwhr ~er ~onth shall be 
added for all custo~ers receiving service in zone V which 1$ shown in Exhibit 
27. The Air ConditiOning Lifeline Allowance will be additive to existing 
allowances during the summer season. 

RATES 

S~'1ETERED MULTI-FA.'1IlY SERVICE - MOBllEHOXE PARK 
(SCHEDULE D1) 

Cus tomer Ol.arge .................. " •• ••••••••••••••••••••••• 

Ene~gy Charge (to be added to Custo~er Charge): 
Lifeline, per kwhr ••.•••••.•• •··••••••••••••••••••••••••• 
Non~L1fe11ne. per kwhr .••••••••••••.•• ••••••••••••••••••• 

SPECIAL CO~IT!ONS 

Per ~eter 
Per Month 

$ 2 .20 

S 0.01920 
$ o.o:nOJ 

S. An Air Conditioning Lifeline Allowance of 400 kwhr per month shall be added 
for all customers receiving service in zone V which is shown in Exhibit 27. The 
Air Conditioning Lifeline Allowance will be additive to existing allowances 
during the ~er season. 
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RAttS _ SAN DIEGO GAS & ELECTRIC COMPA.~. !t.EC'tRIC DEPAR'I'MEN1' 

'RATES 

DO~ESTIC-P~tGt CtXERATION 
(EXPERIMENTAL SCHEDULE D-PG) 

Customer Charge .•••••••• •••·••••••••••••••••••••·••••••· 

Per Meter 
Per Month 

$ 5.32 

Net Energy Charge (to be added to Customer Charge): 
First 100 kwhr. per kwhr •••••••••••••••• •••••••••••• No Add1tional Charge 
Excess k;w>hr. per kwhr ••••• ,.......................... S 0.03103 

RATES 

EXPERIMENTAL DOMESTIC UNCONTROLLED TIME-Or-USE SERVICE 
(SCHEDULE D-U 'tOU) 

Customer Charge •••••••.• •·••••••·••••••••••··••••••••••••• 

Energy Charge (to be 'added to Customer Charge): 
en .. Peak.· per kwhr ... '" ....•. f ••••••••••••••••••••••••••••••• 

Off-Peak. per kwhr .••••.• ••·••·•••••······•··•·•··••·••••• 

. Per Meter 
Per Month 

$ 2.20 

$ 0.06971 
S 0.00000 

Lifeline Discount: 
All charges applicable to the: lifeline quantity will be reduced 

as follows: 
$ 0~01203 

All 'lcJhr, ",er \cW'hr ••••• ••••••••••••••••••• 

SPECIAL COND!TIO~S 

4. An Air Conditioning Lifeline Allowance of 400 kwhr ~er month shall be 
added for all customers receiving service in zone V which is shown in Exhibit 
27. The Air Conditioning Lifeline Allowance will ~e additive to existing 
allowances during the summer season. 

HEATING (SCHEDULE H) 
(Closed Schedule) 

Sched~le H is to be deleted. current customers on Schedule H to be trans

ferred to Schedule A. 





,CORRECTION 

CORRECTION 

THIS DOCUMENT 

HAS BEEN REPHOTOGRAPHED 

TO ASSURE LEGIBILITY 
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RATES .. SA~ DIECO GAS & ELECTRIC COMPA!-."'Y'. ELF.C'I'RIC DEPARnfEm 

LICHTINC - STREET AND HICHWAY - UTILITy-oWNED INSTALLATIONS 
(SCHEDUl.E LS-U 

APPtICAB!tITY 

Applicabl~ to stre~t lighting service on d~dicated thoroughf~res, on 
private str~ets und~r Special Condition 6, and to individuals under Special 
Condition 7. 

TERRITORY 

Within the entire territory served by the utility. 

RATES Dollars Per Eleetroli~r Pt.r Month - Approximate Class La.tllp A B C -
~ Lumt"n~ l-lamp 2-lamp l-hmp 2-1.1Lmp 

~ercury Va.por Lamps* 
175 7,000 S 8.74 $17.36 $25·05 
250 10,000 10.65 19·78 29·27 
400 20,000 13.83 23,.17 
700 35,000 22.41 

1,000 55,000 28.38 44.9-9-

High Pressure 
Sodi~ Vapor Lamps 

100 9,500 7.86 9.06 15·72 l6.63 2..3.60 
150 16,000 9·36 10·5.3 18.61 18.68 27.06 
250 30,000 12.74 13·69 24·.78 21.96 33.49 
400 50,000 15·98 16·97 31·42 26·00 41·04 

1,000 140,000 29.74 30.80 58 .. 67 46.24 74.75 

Energy Cost Adjustment: 
!his schedul~ is subject to an Energy Cost Adjustment, as specified in 

Section 9. of the Preliminary Statement. The Energy Cost Adjustment amount 
included in the above rates for service shall be the· product of the annual 
kilowatt-hours for the service rendered, divided by 12, multiplied by SO.03310 
per kilowatt-hour. 

Franchise Fee Differential: 
A franchise fee differential as indicated below will be applied to the 

monthly billings calculated under this schedul~ for all customers within the 
corporate limits as follows: 

City of San Diego J .• 9% 

Such franchise fee differential shall be so indicated and added as a separate 
item to bills rend~red co such CUSComers • 

• Closed to new installations as of the effective date of thi, ,chedule. 
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• j 
RATES - SA.~ DIECO GAS & ELECTRIC COXPA.~'Y. ELECTRIC DEPARr.1Em.' 

LIGHTING - StREEt AND HICHWAY - UTILITY-oWNED INSTALLATIONS 
(SCHEDUle t5-1) 

(Continu~d) 

SPECIAL CONDItIONS 

1. raciliti~s and Rat~s. 

3. Class A Service 

(1) Utility-own~d Installations. The Class A rates are appli
cable to conv~ntional street lighting e~uipment mounted on 
wood poles in standard positions and supplied from overhead 
lines. Und~rground-fed installations served on this 
schedule prior to September 22. 1972 will be billed on the 
Class A ratl"s. 

(a) Non-Standard Charge. When center suspension lamps or 
wood poles in non-standard positions are required, the 
utility will make such installations subject to the 
following additional charges. 

Per Lamp Per Month 

Center Suspension* 
Wood pole in non-standard position 

30-foot 
35-foot 

$ 5.90 

2.95 
3.25 

(b) Reactor Ballast.* Where reactor ballasts are furnished 
for mercury vapor lamps. the rates stated in this 
schedule for the standard regulator ballast installa
tions will be reduced by 29i per lamp per month for the 
l7S-watt lamp size and by 42i per lamp per month for 
the 2S0-watt lamp size. 

(2) Jointly-own~d Installations. Class A rates apply to 
utility-own~d and maintained conventional luminaires mounted 
on standards and brackets owned and maintained by the 
Custom~r. where the Custom~r provides and maintains the 
underground service conductor from the utility'S point 
of service to the luminaire. 

b. Class B and Class C rates are applicable to the utility's street 
light installations where standard el~ctroliera and service are 
installed. The developer of the subdivision or development will 
be required to p~rform all tr~nehing 4nd backfilling at his 

*Closed to new installations as of the effective date of this schedule. 
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RAIES - SA.~ DIECO CAS & EUCTRIC COMPANY. EUC'I'RIC DEPAR'I'X!NI' 

LICHTING - STREET AND HIGHWAY - UTILITY-Ow~ED INSTAlLATIONS 
(SCHEDULE Ls-15 

(Continued) 

SPECIAL CONDITIONS (Continued) 

1. Faciliti~s and Rat~s. (Continued) 

b. (Continued) 
expense. The utility's standard electrolier consists of a con
crete aggregate pole with six-foot bracket supporting a conven
tional street lighting luminaire. 

(1) Class B rates are applicable to service wher~ the customer 
pays to the utility in aQvanc~ the amount by which th~ 
estimated cost to the utility of the concrete pole street 
lighting system exceeds the cost to the utility of the wood 
pole overhead system which would otherwise be required. 

(2) Class C rates also apply to installations made in accor
dance with Schedule LS-4A prior to (effective date of this 
seht."dul(O). 

c. Other utility approved installations will be subject to the 
appropriate rates above, plus ·$0.0187 per month for each 4011ar 
of investment by the utility in excess of the investment in the 
standard installation. This rate will also apply to instal
lations made in accordance with Schedule LS-4B prior to 
(effective date of this schedule). 

d. Line Extensions (ior wholly-owned utility service) 

(1) Overhead - one span of secondary conductor. 
(2) Underground - 120 feet of two #8 SIDA from the cable 

entrance of the el~ctrolier. 
(3) Extensions in exeess of the above will be made in accor-

dance with the utility's Rules. 

2. Tvpe of S~rvice. Multiple s~rviee hereunder shall be at the 
utility's option. 

3. Hours of Burning. Serviee will be from dusk to daylight whieh, 1n 
accordance with the utility's switehing sehedule, results in 
3pproximately 4,165 burning hours per year. 

4. Location of Facilities. Service will not be furnished under this 
schedule where, in the opinion of the utility, 4n undue hazard Or 
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RATES - SA.~ DIECO CAS & ELECTRIC COM'PA."ri, ELEC'!'RIC T)F.PAR'ntEN! 

LIGHTINC - STREET AND HIGHWAY - UTILlrY-QWNtp INSTALLAIIQNS 
(SCHEDULE LS-l) 

(Continued) 

SPECIAL CONDITIONS (Continu~d) 

expense would result. The installation of street lights hereunder 
is conting~nt upon the utility's obtaining satisfactory rights of 
way and nec~ss~ry highway permits. 

5. Relocation of Faciliti~s. R~location of utility's faciliti~s at 
the custorn~r's r~qu~st or b~cause of gov~rnmental requir~ments 
will be made providing the customer pays th~ actual costs incurred 
by the utility for such relocation. 

6. Non-D~dicat~d Streets. Lighting ot non-dedicated streets =4y be 
supplied to corporations or unincorporated associations of land 
own~rs or oth~rs, organi:ed ~s legal entities having a res~onsi
Dility for street maintenance. This schedule is not applicable 
to service for th~ lighting of any other private property_ 

7. S~rviee to Private Custom~rs. With the utility's consent, a 
private individual or company may r~sume payment for any light 
under this schedule, ~ther than mercury vapor lamps of 175 watts 
or 400 watts, when a governm~ntal c'ustomer terminates service. 

8. Contraet. A eontraet for a period of not less than one year and 
not more than fiv~ years may b~ r~quired for service under this 
schedule and will r~main in effect from year to year thereafter 
until cancelled. 

/ 
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R.~!ES - SA...~ DIECO GAS & ELECTRIC COMPA.\"'x'. ELECTRIC DEPAR"nrEm: 

LIGHT!NG - STREET AND HIGHWAY • CUSTOMER-o~NED INSTALLATIONS 
(SCHE:JULE 1.S-2) 

APPLICAB!l.!'!Y 

Applicable for service to gov~=nrnental agencies and lighting districts 
for the lighting of streets, highw~ys and other thoroughfares, and to other 
corporate agencies for th~ lighting of non-dedicated streets which are 
accessible to the public. where the customer owns the entire installation, 
including underground lines from a central point of connection with 
~tility facilities. 

TERRITORY 

Within thp. entire territory served by the utility. 

RATES Dollars P~r Lamo Per ~onth , 

./ 

Lamp 
Watts 

Approximate 
LUl':'It"t'ls 

RATE A RATE B 
Energy and Limited 

En~r~v OnlY ~aintenance 

Sureha-rge 
fo-r Sf!ries 

Service 

Incandescent tamps 

Mercury Vapor Lamps 
175 
250 
t..00 
iOO 

1,000 

High Pr(Ossure 
Sodi~m Vapor Lamps 

70 
100 
150 
250 
400 

1,000 

1,000 
2,500 
4,000 
6,000 

10,000 

7,000 
10,000 
20,000 
35,000 
55,000 

5,800 
9,500 

16,000 
30,000 
50,000 

140,000 

S 1.92 
3.79 
5·S0 
7.89 

l3.11 

4.37 
5.93 
9.10 

15.16 
:1.25 

1.95 
3.12 
4.26 
6.32 
9.52 

21.32 

$ 4.$7 
6.58 
8.97 

5.01 
6.71 
9.80 

16.23 

2.86 
4 .. 02 
5.17 
7.22 

10.43 
22.22 

$0.48 
0 .. 62 
0.90 
1.63 

Ene-rgy Cost Adjustm~nt: 
!his sch~Qul~ is subj~ct to an En(Orgy Cost Adjust~~ntt as specifi~Q in 

S~ction 9. of the Preliminary Stat~mtt'lt. !h~ Energy Cost Adjustm~nt amount 
included in the above rat~s for s~rvice shall be the product of the annual 
kilowatt-hours for the service rend~red, diviQed by 12, multiplied by SO .. 03310 
per kilowatt-hour. 
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• 
:tArES - SA..~ D!EGO GAS & ELEe'!R!C COMPA.\"{. ELEe'I'RIC DEPA.R'I'XE~"I' 

LICR!INC ~ STREET AND HICHWAY - CUSTOMER-oWNED INSTALLATIONS 
(SCHEDULE LS-2) 

(Continu.ed.) 

~ (Continued.) 

Franchise Fte Differential: 
A franchise fee d.iffer~ntial 4S indicated below will be ap~lied to the 

monthly billings c31culat~d und~r this schedule for all custom~rs within the 
corporat~ limits as follows: 

City of S~n Di~go 1.9: 

Su.ch franchis~ fe~ differential shall be so indicated. and added as a separate 
item to bills render~d to such customers. 

SPECIAL CONDITIONS 

l. Limit~d Maint~n4nc~ s~~vic~. Li~ie~~ maineenance shall 
inclua~ th~ following: 

(a) Renewal of lamps after original installation by customer. 

(b) Replacement of glassware and luminaire equipment, which 
will be billed to the customer at the manufacturer's 
currently publish~d sugg~sted retail prices plus applicable 
taxes. 

(c) Cleaning of glassware at the time of lamp replacem~nt. 

Incandeocent lamp maintenance service is limited to those 
incandescent lamps maintained. by the utility prior to 
(ef:~ctive d3te of this sch~dule). 

~aintenance s~~vic~ will not ce furnished where, in the opinion 
of the utility, an undue hazard or ~xp~nse would result because 
of location, mounting height, or other r~asons. 

Custo~er shall furnish, install, own and ~aintain all equipment 
beyond the central point of connection e~cept for such limited 
maintenance as provided above. 

2. Tvpe of Service. Service to multiple lamps will be supplied at 
the .available secondary volt~ge or, at the option of the utility, 
480 volts. Service to series incandescent and mercury vapor 
lamps only will be supplied from existing series circuits. Series 
serviee at n~w lamp loc4tions is prohibited. 
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RATES - SA.~ 'OIECO CAS & ELECTRIC COMPA..\'Y. ELECTRIC 'OEPARnlEN'l' 

LIGHTING - STREET AND HI~AY - CUSTOMER-oWNED INSTALLATIONS 
l::iCHEOULE LS-2) 

(Continued) 

SPECIAL CONDITIONS (Continu~d) 

3. Hours of Burning. Service will be from dusk to daylight which, 
in accorQanc~ with the utility's switching schedule, results in 
approximately 4,165 burning hours p~r year. 

4. R~location of Facilities. Relocation of utility's facilities at 
the customer's r~~uest or becaus~ of ~ov~rnm~ntal requirements 
will be ma~e providing the customer pays the ~ctual costs incurred 
by the utility for such relocation. 

s. Change in Rate. wbere systems are taken over for service under 
this schedule, or changed from Rate A to Rate B hereunder, they 
must meet the approval of the utility as to constructiOn and 
condition, and the utility may d~cline to grant these rates if 
the sy~tem is not up to the standard set for other systems 
operating under this schedule. 

6. Contracts. A contract for a period of not less than one year 
and not more than five years may be required for service under 
this schedule and will remain in e.ffect from yea.r to year 
thereafter until terminated. 
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RATES - SA..~ DIEGO GAS & El.EC'!RIC COXPA.'-r'{. ELECTRIC DEPAR'I'XE~"l' 

LIGHTING - STREET ~~D HIGHWAY - CUSTOMER-O~1ro INSTALLATIONS 
(SCHEDULE LS-3) 

(CLOS ED S CP.~ t.rt.E) 

APPLICABIU"N 

A~plicable to local, state or other governmental agencies for service for 
the lighting of streets. highways, ane other public thoroughfares, and to 
corporate or sovcr~ental agencies for the lighting of non-dedicated streets, 
alone or in conjunction with illuminatee highway directional signs or aircraft 
warning obstruction lights, where the custom~ owns the entire installation, 
inclueing underground lines from a central point of connection with utility 
facilities. This scheeule is closed to new installations as of the effective 
date of tr~s schedule. 

RATES -
?er !I~ter 
'PP'r Month 

firs: 150 kwhr per kw of billing cemanc, per kwhr •..•••••••.•. ~O.04473 

SD.6H'b All excess kwhr. per k\Jhr_ ..... ~"., .... ., ........ ""." ... "."""""" .. 

Min:1.:'l~ Charge: 
For each point of delivery the ~onthly min~~ charge shall be S8.23. 

'~ , I 
:,,' , LIGHtING - StREEt A..~ HIGHWAY - UTILI"N-OWNED O~~A..~E~~AL I~S!ALtA!IONS 

(SCHEDULE L5-4) 
• 

Schedule LS-I.. 1s to be deleted; rates and ter.ns of s~rvice 
for the eurrent Schedule LS-4 customers incorporated into 
Schedule L5-1. 
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• 
RATES - SA." DIECO CAS 0. ELECTRIC COMPA..\"Y. ELECTRIC !IF.PAATXF.~:1' 

OUTDOOR AREA lICHTI~C SERVICE 
(SCHEDULE OL-l) 

13mp - (Installation on existing support) 

Per Lamp 
~ Xoneh 

l75-w~tt mercury-vapor lamp •.•••••••••••••.••..•••.••••••••••.••• $ 8.74 
40o-~att ~ercury-v4por 13mp ...................................... 14.53 

Pole - (Se~ utility-owned ~ood pole installation) 

30 foot wood. pole ..... III III ••• ., ••••••••••••••• III •• III III .......... III ...... III III 

35 foo t wood pole ................................................ · 

RESIDE}."!'IAl • .. U.J.~AY L!CHTI~C (SCHEDULE D~1..) 

Facilities Charge: 
Per dollar of utility invest~ent in walkway 

Per Pole 
Per Xoneh 

$ 2.95 
3.25 

Per Month 

lighting faci11ti~s .........•............................... ···· SO.021 

Energy and Lamp Xaintenance Charge 
(to be added to the facilities charge): 
100 watt mercury-vapor lamp. per lamp ••••.•.•••••••••••.......•.• $2.76 

Minimum Charge: 
Per customer •.••••••••••••• • •• • ••••.•••• ·••·••••••••• •• ···.$105.34 

j 

/ 
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RATES - SAN DIECO CAS S ELECTRIC COXP~~. ELECTRIC DF.PAR!Xr.~~ 

POWER - CENERAl (SCHEDULE P) 

APPLICABILITY 

Applic:lbl~ to general power service. 

TERRITORY 

Within the entire territory served by the utility. 

Customer Charge: 

Per Meter 
Per Month 

a - 500 l(whr .. ,. ...................... "" ... ".,.,. ... 010 ....... 110.110 $ 5.00 
10.00 
15.00 
30.00 

501 - 2,500 kwhr ..... " ... ,," "Ii ............... ill ............ " 

2. , 5 0 l - 10, 000 kwh r" " • " " " ••• " • " .... " " ..................... " ••• " 010 

Over lO,O:O ~"hr .• •••••.••••••••••••••••.•••••••• " •••••...• 

Energy Charge (to be added to Customer Charge) 
o - 10,000 kwhr. per kwhr •.•...••••..••.•••••••.••••••••..•• $0.0294 
All excess kwhr, per kwhr................................... SO .0275 

:1inio.UtIl Charge: 
!he minimum charge will be the customer ch~rge but not less 

th~n SO~ of the hi;hest customer charge billed durin~ the preceding 
cleven months. 

Energy Cost Adjustment: 
An Energy Cost Adjustment. as specified in Section 9, of the 

Preliminary Statement, will be included in each bill for service. 
!he Energy Cost Adjustment amount shall be the product of the total 
kilowatt·hours for which the bill is rendered multiplied by $0.03310 
per kilowatt-hour. 

Franchise Fee Differential: 
A franchise fee differe~cial as indicaced below will be applied 

co the monthly billings calculated ~nder this schedule for all customers 
within the corpo~~te limits as follows: 

City of San Diego 1.97. 

Such franchise fee differential shall be so indicated and added as a 
separate item to bills rendered to such customers. 

/ 

/ 
I 
I 
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RATES - SA...": DIECO CAS Eo E':..ECTRIC COXl?A!!'Y. ELEC'I'RIC DEPAR'I'XE~"'! 

SPECIAL CO~~!T!ONS 

PO~~R - CE~ERAL (SCHEDULE P) 
(Continued.) 

1. Volt:lse. 
standard voltage. 

Service under this schedule will be supplied at one 

2. ~. 
at three-phase. 
singl~-phase • 

Loads of five hor~epower or over will normally be served 
Loads of less than three horsepower shall be served at 

3. Standbv Service. This schedule is not applicable .to standby. 
auxiliary service. or service operated in parallel with a customer's 
generating plant. 

POWER - ACRICULTURAL (SCHEDULE PA) 

APPLICABILI'!Y 

Applicable to agricultural power service. 

'!'ERRI'I'ORY 

Within the entire territory served by the utility. 

RAtES 

CustOtler Charge: 
o - 500 kwhr ............. ···· ~ .................................. .. 

501 - 2,500 lc'Jhr .... " ......................... * ...................................... .. 
2,50l - 10,000 lcw'hr ............................... " .................. • .... • .... " .. • ........ .. 
Over 1 0 .. 000 k~hr ......................................... •• .. • ........ • .... • .......... • .. • .. .. 

Per Meter 
Pe!r Month 

$ 4.00 
7.00 

ll.00 
20.00 

Energy Charge (to be acded to Customer Char~e) 
All kwhr, per kwhr •••••••••••••••••••••••••••••••••••••••••• SO~250 

~ini::um Charge: 
The min~um charge will be the customer charge but not less 

than 80: of the highest customer eharge billed during the preceding 
eleven months. 

\ 
\ 
\ 
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POWER - ACRICULTt~L (SCHEDULE PA) 
(Continued) 

Energy Cost Adjustment: 
An Energy Cost Adjustment, as specified in Section 9. of the 

Prel~inary Statement. will be included in each bill for service. 
The Energy Cost Adjustment ~ount shall be the produet of the total 
kilowatt-hours for which the bill is rendered multiplied by $0.0331C 
~er kilowatt-hour. 

Franchise Fee Differential • 
A franchise fee differential as indicated below will be applied 

to ~he nonthly billings calculated under this schedule for all customers 
within the corporate limits as follows: 

City of San Diego 1.9% 

Such fr~chise fee differential shall be so indicated and ddded as a 
separate item to bills rendered to such customers. 

SPr.CIAL CO~~!T!ONS 

1. Voltage. 
sta~dard voltage. 

Service under this 'schedule will be supplied at one 
\ 

2. Wind Machine Installations. Thermostatically controlled wind machines 
with auto~tic reclosing switches must be equipped at the customer's expense 
.~th suitable tioe-delay devices, as hereinafter s~ecified, to ~erci: the 
required adjustment of the time of reclosure after interruption of service. 

A time-delay device is a relay or other type of equipment that can be 
~reset to delay with various time intervals the reclos1ng of the automatic 
switches in order to stagger the reconnection of the load on the utility's 
system. Such eevice must be constructed so as to effectively perm1t a variable 
over-all time interval of not less than five minutes with adjustable time 
increments of not greater than ten seconds. The particular setting to be 
utilized for such separate installation is to be determined by the utility from 
ti=e to t1mt in accordance with its operating re~uirements. 

3. Standby Service. This schedule is not applicable to standby, auxiliary 
service, or service operated in parallel ~ith a customer's generating ~lant. 
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APPLICABILITY 

POw~R - ACRICULTURAL - PARALLEL CENERATION 
(E.."<PERI!'1E~TAL SCHEDULE PA-PC) 

Applic~ble to agricultural power service. !his schedule is only applicable 
where ~ part or all of the electric~l re~uirements of the customer can be supplied 
from a souree or sources other than the utility ano where such sources are eon
nec!ed for parallel operation of the customer's operation with the service of the 
utility. Customer sources ~y include, but are not limited to, windmills. 
waterwheels, 'solar conversions. tidal action, and geothermAl devices. 

This schedule is experimental. and the utility reserves th~ right to limit 
the number and size of customers receiving service under the terms of this 
schedule. 

tERRITORY 

~ithin the entire territory served by the utility. 

RATES -
Customer Ch.lrge: 

o - 500 k'whr ........ ·· •.... ···· .......................... • .......... · ...... .. 
501 - 2,500 l<,w.r .................................................... " .. • .................. .. 

2.501 -10.000 1cwhr ..................................................... • ...................... .. 
Over lO, 000 kwhr ......................... " ... · l1li ••••• " .......... '* " 

Energy Charge (to be added to Customer Charge) 
First 100 kwhr. per kwhr •.•.•••••••••••••••••••.• ·····, ••• 

Per Meter 
Per Xonth 

$ 6.50 
9.SO 
13.~0 
22.50 

No Add1tional 
Char~e 

All excess kwhr. per ~hr •••••••.•.•.••••.•.•.•••••.••••••• $ 0.0250 

Xini:lum Charge: 
The minimum charge will be the customer ch~rge'but not less than 

801. of the highest customer charge billed during the preceding eleven 
months. 
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POw~R - AGRICULTURAL - PARALLEL CE~~TION 
(~,PERIXE~7AL SCHEDULE FA-PC) 

(Continued) 

Eners>' C~st Adjustment: 
An Energy Cost Adjust~ent. as cpecified in Section 9. of the 

Preli~inary Statcmenc.. will be included in each bill for se'L"'Vice. 
rhQ Energy Cost Adjustment amount shall be the pro4uct of the total 
kilowatt-ho~rs for which the bill is rendered multiplied by $0.03310 
per kilow~tt-hour. 

Franchise Fee Differential: 
A franchise fee differential ~s indicated ~elow will be applied . 

to the monthly billings calculated under this schedule for all customers 
within the corporate limits 'as follows: 

City of San Diego 1.97. 

Such franchi~e fee differential shall be so indicated and added as a 
separ~te ite~ to bills rendered to such customers. 

SPECIAl CONDITIONS 

1.' Voltage. Service under this schedule will be sup~lied at one 
standard voltage. 

2. Net Energy. Net energy is energy supplied by the utility minus energy 
generated by the cUStomer and fed back into the utility's system at such t1me 
as customer generation exceeds customer re~uirements. Net energy for any month 
cannot, ilo .... ever, ha.ve a. negative value for l'urposes of determining charges under 
this schedule. 

3. Metering. The utility will supply, own and maintain all necessary meters 
ane associated equi~ent utilized for billing. In addition. and for pU4poses 
of ~nitorins cuStomer generation and load, the utility ~y install. at its ex
pense, load research metering. The customer shall supply, at no expense to the 
utility. a suitable location for meters and associated equipment used for billing 
and for load research. 

4. QPe~ation. The utility shall have the right to requi4e the customer. 
at certain times and as electrical operating conditions warrant, to JtMit the 
production of elect4ical energy from the generating facility to an amount no 
greater than the load at the customer's facility of which the gene4ating facility 
is a pare. 

5. Interconnection Facilities. The custOmer shall furnish, install, oper
ate and maintain in good order and repair and without cost to the utility, such 
relays. locks and seals. breakers. automatic synchronizer, and other control 
and protective apparatus as shall be designated by the utility as being re~uired 
as suitable for the operation of the generator in parallel with the utility'S 
system. In addition. the uti:ity will install, own and maintain a disconnection 
device located near the electric ~ter or meters. The utility shall have the 
right to disconnect the customer's generating facility at the disconnection. 



• A.58067 et ala /k.d .... 
APPE~mIX F 
Page 24 of '2.1 

• 
RATES - SA..~ DIEGO CAS & ELECTRIC COXt'ANY. ELECTRIC DEPA."'':Xt~:1' 

PO~~R - ACR!CULTURAL - PARALLEL CE~ERAT!ON 
a:<PERtxEN!AL SCHED1JI.E PA-PC) 

(Continued) 

SPECIAL COND!!!ONS (Continued) 

/ 

5. Interconnection Facilities. (Continued) 
device when necessary to maintain safe electrical operating conditions. Inter
connection facilities shall be accessible at all times to utility personnel. 

The custo~er m3y be required to rei:burse the utility for any equipment 
or facilities required as a result of the installation by the customer of gener
ation in parallel with the utility's service. 

The custo~r shall notify the utility prior to the initial energizing 
and start-up testing of the customer-owned generator, and the utility shall have 
the right to have a representative present at such test. 

6. Teres of Service. A customer receiving service under this schedule 
~y el~ct to change to another applicable rate schedule at any time but may not 
thereafter receive service under this schedule for a period of one year. 

7. Revi~w of Service. This rate schedule is t~porary and will terminate 
three years after the effective date. If review of results of service under 
this sch~dule indicates that continuation of such service would be appropriate, 
the utility will file 3 new sched~le prior to the te~in~tion date of this 
schedule to provide for the same or similar servic~. 

8. Wind Xa~h1ne Installations. Thermostatically controlled wind machines 
with auto~tic ~eclosing switches must be equipped at the customer's exPense 
vith suitable time-delay devices, as hereinafter specified, to permit the re
quired adjustment of the ti~e of reclosure after interruption of service. 

A time-delay device is a relay or other type of e~uipment that can be 
preset to delay with variOUS time intervals the reclosing of the auto~tic 
svitches in order to stagger the reconnection of the load on the utility's 
system. Such device must be constructed so as to effectively permit a variable 
over-all time interval of not less than five ~nutes with adjustable time 
increments ot not greater than ten seconds. The particular setting to be 
utili:ed for each separate installation is to be determined by the ~tility from 
time to ti~e in accordance with its operating re~uirements. 
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Ene:ogy Charge: 

POWER - DIRECT CURRE~7 
(SCHEDU1.E P-DC) 

(Closeci Scheciule) 

Per Xeter 
Per Xonth 

:i.~t 500 kwhr, ~r kwhr ••••••••••••••••••••••••••••••••••••••• SO.1l9 
All exce~~ kwhr, per kwhr •••••••••••••••••••••••••••••••••••••• $0.066 

Xini=luQ. Charge: 
The monthly mini..-nuQ. charge shall be $1. 9l per horsepoW'er per month. 

ST~~BY SERVICE (SCp.EDrLE S) 

./ 

Per ~1eter 
Per Xonth 

RATES -
Standby Ch.1rge: 

First 20 kw or less of contracted demand .•••.•••.••••••••...•• $87.55 
All excess kw of contracted demand. per kw.................... 3'50 

SERVICE ESTABLIS~~ENT CHARGE (SCHEDULE SE) 

For each establishment, supersedure, or re-es~abli5hmene of 
elec:: tr ic service ............... ~ .................. " II ................. .. 

SPECIAL CO~~ITION 2. 

Per Xeter 
Per Xonth 

$ 8·:;0 

In ease the customer requests that electric service be turned on or 
reconnected outside of regular buSiness hours, or within four hours after 
his request, an additional charge of $8.30 will be made. 
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RATES - SAN DIE:;O GAS & n.ECTRIC COMFA.'f!, ~,'E'.c':'RIC DEPARTMENT 

I.1.b.(1) (Soecial Facilities.) 

Revise Section I.l.b.(l), Special Facilities, of Rule 2 to increase the 
monthly facility charge percentage for use of special facilities from 
1.62% to .2.07%. 

SPSCIAL CO~C~S 103, 10~, 105, 106, 107, 108, 109, 110, l13, l16, 
118, 119. 130, 131, 1,8, 1,9, 140. 145, 147. 154. 16.2, 188, AND 199. 

Increase the ~~~al additional charge percentage for use of alternate service 
facilities from 19.44% to 24.84%. 

SPECI.AI. CON7RAC'l'S 12!., 125, 126, 135, lU, l42, 143, U4, l56, 
177. 180 t AND 201 

Increase the annual additional charge percentage for use of special facilities 
from 19.44% to 24.8~%. 

SPECIAl CONTRACT 175 

Increase the monthly charge from $360.19 to $362.10. 
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RAtES - S~~ DIECO CAS & ELECTRIC COMP~~. ELEC!~IC DEPARTMENT 

SPECIAL CONTRACT 209 

Increase the monthly charge for. colch lamp frc= $19.95 to $23.31. 

SPECIAL CO~7RACT 211 

Increase the monthly charge for eoleh lamp from $4.09 to $4.42. 

SPECIAL CONTRACT 215 

Increase the monthly facility charge from $775.33 to $990.70. 

SPECIAL CO~7RAC! 216 

J 

Increase the monthly 'charge for each illum1nateo street name sign from $2.08 
to $2.25.' ~ 

SPECIAL CO~TRAC! 217 

Increase the monthly charge for each lamp from $6.66 to $7.08. 

SPECIAL CO~~RACT 218 

Increase the monthly charge for each 150 watt lamp from $4.09 to $4.42 and 
for each 250 ~att lamp from $6.66 to $7.08. 

SPECIAL CO~TRACT 219 

Increase the monthly charge for eaeh lamp from $6.66 to $7.08. 
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PRESIDENT JOEN E. BRYSON, Concurring 

It is with hrcat reluctance th~: r concur in today's decision 
~rDnt{n~ ~cncrDl rnte rcli~f to S~n Diego G.::IS & Electric Company. 
~y concern centers upon the trcntment of Sundcsert project costs 
.::Inc the ~110w~nce of ~ rate of return on equity investment in 
excess of 14 percent. 

The Sundcsert project has been ~n unfortun~te ~nd monumental 
failure. The Corrmission recognizes that the comp.::Iny's conduct of 
the pro,iect was not so misguided ~s to be found legally imprudent 
and that the Sundcsert site remains n valuable nnd, in fact, unique 
asset -- ~n excellent and fully approved location for a future 
electric generating facility. The California Energy Commission 
approved 8 Notice of Intent for usc of the site for a generating 
facility in December of 1977. Nevertheless. it would be completely 
innppropriate for this Commission to shield the company from bearing 
any portion of the $90 million in Sundesert costs, to the burden of 
its ratepayers. I strongly support the Commission's disallowance 
of lIpproximllteljP $6 million of these costs - .. primarily the $5.1 
mil1ion allownnce for funds used during construction (AFDC) on a 
rrcicct which h~~ not b~cn constructed, as well liS the $500,000 
~p('nt for publlC' n'l.3tion~ .:1nd the $360,000 in poli tiCllt lobbying 
C('I!'ts. 

The rnte of return .3uthorjzed for S.::In Diego is, if anything, 
even more troubling to me, bec~usc it ~ppc3rs to re~ard <3 company 
which has rr..sde rr.istakes. In f.!lct, however. San Diego now 11.3S new 
r.~nnngemcnt lind the company's special circumstances justify an 
abnorm.::llly high r.1te of return. San Diego h..:ls the most: rapidly 
growing service area of .::lny major utility in California. To provide 
adequate service to i.ts present and future customers, the company 
must remain able to finance its construction program by raising 
c8pital. Its interest coverage is now dangerously low, barely 
Dbovc the 2.0 times coverage legally required to be able to make 
addition~l debt offerings. Without an increase in rate'of return, 
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the comp.nny would likely be unable by the end of thi~ year to meet 
it5 service obligations. The continued impact of inflation upon 
finQncin~ costs and the fDCt thDt the comp~ny is already ncnrly 
half ..... 'ay throl.1gh its tC'st year further .itlsti.fy allowtlnce of a hi~h 

rate of return at this time. 
r wi~h to state clearly that my concurrence is hased on the 

company's critical current status. and should not be t~kcn to 
indicate either a guar3ntee as to future rates to be .nllo'V.'cd thi.s 
company or any sort of "trend" in this Commission's regulatory 

policy. 

58n Francisco, California 
June 5, 1979 

-2-



• A. 58067, et al. - D. 90405 

LEONARD M. GRIMES JR., Concurring 

It is with some reluctanc(~ that I concur in today's decision 
granting rate relief to San Diego Gas and Electric. While I have no 
doubt that SDG&E requires rate relief, I am fearful that our decision 
today will be widely misinterpreted. 

A very compelling argument has been made that none of SDG&E's 
expenses for Sundesert incurred after enactment of the California 
Nuclear Safeguards Law in June, 1976, should be allowed. Those who 
make this argument contend that the likelihood of meeting the require
ments of the law were at best speculative and that it was imprudent 
to speculate in the hopes that ratepayers would later bailout the 
company. It is also argued that SDG&E knew it would require CWIP 
to build Sundesert--something which this CommiSSion has consistently 
rejected. 

While this argument has great merit, the financial condition 
of SDG&E is such that I could not support such a severe result. This 
Commission must ensure SDG&E's future viability as well as protect 
the ratepayer. 

We have decided to disallow nearly $6 million in Sundesert 
costs. Many San Diego ratepayers no doubt feel we should disallow 
more. While they may very well be correct, I feel a very strong 
responsibility to ensure the continued economic strength of SDG&E 
as an independent utility among giants in California 

My fear is that in making this decision we will cause 
investors across the country to feel that we in California are 
adopting a widely held notion that virtually any cost incurred by 
a utility should be passed on to the ratepayer. I want to emphasize 
that my vote is limited to the specific problems we face today 
regarding the financial status of SDG&E. 

-1-



• • 
A. 58067, et al. - D. 90405 

We invite abdication of responsibility by investors when we 
permit investors to assume we will "pass through" any expense to 
the ratepayers. We create no incentive to ensure prudent management. 
We, in turn, must then exert even more control over the affairs of the 
company. 

I believe that regulatory commissions and investors must work 
together to reduce rather than expand our involvement in the day-to
day affairs of regulated utilities. To this end, I want it l<nown 
that in the future I will vigorously oppose any effort to "pass 
through" to the ratepayers any expenses incurred as a result of either· 
"rank!! speculation or negligence of utility mangement. I expect 
investors to require their managers to adhere to high standards in 
both regards. 

San Francisco, California 
June 5, 1979 


