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Decision No. 
9:t235 JAN 15 1980 

BEFORE !BE PUBLIC U'IIl.InES COMMISSION OF THE STATE OF CAI.IFORN"".A 

In the Matter of the Application ) 
of s&~ DIEGO GAS & EI..ECIR!C ~. 
COMP.ANYfor Authority to Increase 
its Gas Rates and~Charges . 
Pw=suantto its Purchased' Gas 
Adjustment Clause,. for Approval 
of a Supply Adjustment Mechan5 sm 
Rate Adjustment, and for Approval 
of Certain Tariff Revisions. 

i\Pplieation No. 58732 
(Filed l-f..arch 9, 1979';' 

anendedOctober 4, 1979)' 

(For appearances see Decision No. 90440 'dated Ju:r:.e 19', 1979.) 

AdditioDal ADcearanC>2 

, Phili-o Scott Weismehl, Attor.ney at taw, for the, 
comm3ssion s~f. 

FINAL OPINION AND ORDER. 

By this ~pplieation San Diego Gas & Electric Company 
(SDG&E) requests authority to increase its uatu=al gas rates as 

provicedfor !n its Puzchased Gas Adjustment Clause (?GA), to 

adjust its rates as provided for in its Supply Adjustment: MechatliSlIl: 

(SAM) procedure,. and to make several changes in its PCA .elld,' SA.'! 

proeedtrres~ch are on f~le. with the Commission as required by 

previous Commission decisions. 
An origiJ:al hearing on this application was held, on 

May 23, 1979. That hearing .,..,~. concerned with only SDG&E's petition 

for interim rate relief. 1m. interim increase was granted by 
Decision No. 904'~ dated June 19 I' 1979 which authorized increased 

annual :revenue of $18.l ::rl.llion. Further bearings were then 
r 
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held Se-=>tembe= 11~o'1:zb. 14, 1979. ~ .the las~;~,:Ca.y 0: these 
- "1 ! ,,~;,~. -' "" 

further hearlngs it. was learned. that the Comrniss:i:on- bad issued 
Deei$ioTl No. 90822 dated September 12,: 1979 grant;ingSc1:t:hern 
Califo:c:da Gas Company (SoCal), SDG&E~~ major suP~li~,_ an increase 
in ra.t~s for sales of gas to· SDG&E. !hat increase did:not :efleet 
any of the Socal rate proposals upon which the pa::ti.2s to this 
proeeediDg were basing their rate propoSals for SDG&E. ~ith the , 
rate prop'I,~~als sponsored by SDG&:Ey and the Commission staff (staff) 
no longer' ':valid, the presiding Adminj strative Law Judge (AU) 
continued the hearings to a date, to' be set to all()w time for study 

of the SQCil decision and reca.lculati()u of SDC&E's revenue ,. ~' 

requirements .and resulting proposed rate desig:t1. Since it was 
then the middle of September .a:c.d SDG&Ehad not yet: file<ifor its 

October 1979 PGA/S;;M adjust::aent (up to that time ,this application 
had invoJ. ved only SDG&E's filing for its April 19'79 adjustment), 

" , 

, ~ 

SDG&Z re<iUested and received per.nission f=om,the presidUig,Comm;.ssioner 
and ALJ to' amend this applieatiax; to include: . its pla:cned' September . 
1979 filing for the October adjust:nent. Accor~'iingly, the amendment 
was filed Oc~ober 4~ 1979 and this, proceeding :tow involves SDG&E's, 

April a:c.d October 1979 PGA/SA4"! adjustments. Fu.rtD.er hearings wue 
held in San Diego November 23 and. 29;, 1979', when ~':the :applicatiotl was 
submitted; it is now ready for fiDal. decision. 

M; the heariDgs on November 28 and 29,'SDG&E and staff' 
" presented exhibits and testimony on the est1Inate-e '::evenue requirements 

and. proposed rate designs based on the propo'sals before the 

Coam:ission in SoCal' s Application No. 59146 for ali increase in gas 
rates. '!hose proposals included an increase ~ Socal' s G-6-1 
schedule under which SDG&E:: pu:chases its gas fr.~m so~r., SubseqUent 
to the submission of this application on November 29'~ the Coamiission 
issued Decision No. 91077 on November 30 in'SoCal' s Applieati()n.. 
No .. 59146, Which granted ani, increase in the SoCal G-~;L schedule 

I " < ' :. 
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':'&tes but not the inere.as~ expected' by either SDG&E or staff a~d 
reflected in their proposals in t.his ,proceeeing_ However" the 
differe:lce is one whic.h c~ be dealt with in an appropriate 
manner wi~h.ou: taking f1Jrther evid-enc:e in this pr'oeeeding.: 
Decision Summarv 

By this -decision the custo:ners of San Diego Gas & 

Elec:::ie Company will pay $21~824,900 pc:: year more £0':' n.atu~al 

gas beginning in mia-January,. The hi;her c.harges are" authorized 
by the Commission to' offset t.he inc,:,eased costs to SDC&E'of gas 
?urchased from Southern CalifO'rnia Cds Company. sDG&i' had'requested 

an increase O'f over $43,,000, 000 bas~d on gas rate inere8.ses that , 
, , 

SoCal hAd requested. But ~ea'Use the Commission die not' gran::. 
SoCal the entire increase rc:qucs'tec, the impact on SDG&E ..... as reduc.ed 

considerably. 

The Commission also orders. SDG&E to" adJust its bala.n.cing .. 
aecoWlt by over '$3.,000,000 for accounting errors made in 19,78, which 
will have. the effee~ of reducing the revenue burden of ,SDC;:&:E"s 

~4tcpaye=s.. l'he: $3,000,000 adjus.tmcnt. w:U1 redUce SDG&E~ s profits 
for 1980 by.1:b.a:: amotlnt. 

!he new-ly au·thorized rates will: increase the commodity 

eha·rgc: for a :-e'siden,tia 1 cus,::o::er who sta'ys within'the lifelin.e 

quan::ity by OloO'ut4.9 percent, and ~heoverall, reSidentialeus~ooe:rfs 
eornoodity ch.l:::-ge by .about E _ 0 ?el:'cent'. An' average' re,sidential user, 

. '. 
of 66the=ms per ::onth will: face an increase o·f $1 ... 06. ~ mOnt:h~r 

I ' , ""~ 

the ?resentchotrge of $19.jO,or .:tbou: 5.5 pe:-cent. 
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Prooosed . Tariff Changes 

SDG&E proposes certain c.hanges to Sections 9 and 10 of 
its present Prel;m;Dsry Statement. These can be:. S:zmnarized as 

I 

follows: 
1 ... 

2 .. 

3. 

4. 

5. 

6. 

.' I '.,' .... 

Re=ove purchased gas costs from bas~ rates 
and inc.lude such costs in PGA rates thereby 
installing "zero-based" gas rates. !his 
means that the rates to gas eastomers ; 
would be broken into two pa-"'"ts to include 
a PGA rate and a SAM rate. 
El;m;nate the sabsection dealing with the 
trea~ent of certain rate reductions 
related to changes prior to the 
establisbment of the PGA procedu:e. 
Revise the proee<i'are to· calculate the new 
purehased gas adjustment rate a:c.d es·tablish 
a new proeedtr.:e for calculating a purchased
gas adjust::lent bala:acing rate. The new 
proeedare ~~d reco~ze those customers 
benefiting from gas J:or ~ch SDG&E pays· 
demand charges and customers for whom 
pealdng gas is made available. 
Revise the Base Cost AmOUllt to exclude 
fra:c.ehise fees and uncolleetibles revenue 
assoeiated wi1:b. the Base weighted Average 
Cost of Gas (BW'ACG) reVe:lue _ 'I'his 
revenue would be collected as a component 
of the PGA rate_ _ 
Change the revision and filfng dates for 
SAM to coincide with those of the PeA. . 
Revise the SAM balancing acco~t procedures 
to remove the extraneous calculations from 
the SA.."! procedure to recognize that those'. 
revenues not reported to the Gas Cost 
Balancing Aeeount (GCBA), prior to the . ' 
exclusion of franchise fees and uneollec:ibles~ 
should be reported to the SAl.'1 balancing 
aceO'Cllt_ 
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None of the parties to the proceeding took exception to' the pro

posals. We w:Ul authorize Proposals 2 and 5 oecause they do not: 
involve 1:be consolidation of SAK and PGA which is discussed in the . . 
~following ~ragraph • . 
Consolidating SAM and PGA . 

. In Deeisiou No. 83835 dated May 16, 1978 in Case No. 10261, 
the Commission ordered SDG&E and' other gas utilities to include 
a proposal in their first S~ filing for consoli@.ting SAM and ?GA 
procedures. 'Both SDG&E' and staff made a ~pr6posal for such. a . 
cac.:solidaeiotl. at the· September series of hea:.--:-ngs. 'Eoweverp in 
Decision No. 90822 dated September 12, 1979 the Comcission 
directed SoCal to t:itiate the fO%mationof a statewide committee 
to devise a ~o:m aajcstoent :echanism for all utilities. !his 
g=ottp met on November S, 1979 acd is in the process of developing 
a recoa::mendation for a TJnifor:n PGA/SA..v.. procedtlre. Pendillg receipt 
of the co:z::mittee rs ::ecotm:Cenciatioc, all t:"le parties to- this proceeding . 
concur that it weald be inapprop~-ate to cons ide: the issue at 
this time.. ~e agree. 
Ad iust::'tents to PGA aDd SA."! Accounts 

In Attachment E to the original applic:.ationp SDG&Z showed. 
proposed acjus~ts to the recorded balancing account data which 
amounted to a net credit (reduction) of $3,010,000. '!his .gmount 
was made up of a reductio::. of $3, 482 ~ 000 to- the, GCBA and an increase 
of $472,000 to the SAM balance aeco'Untw Both figures incluee 
interest. to Jarru.e:ry 31, 1979. The adjust:nents shown in Attachment E 

" are footnoted "Subject to CPUC Staff aueit". A staff accOtmtaIlt' 
testified that he reviewed the purpose for and amount of the 
adjustments and f~d them to be appropriate. However ~ SDG&E now 
contends ~t the adjustments are n~tappropriate~ should not be 
:Dade, but if they are, they should be amo::tized over a th:ee-year 
period. 

In Exhibit No. 10 SDG&E's wit~ss Douglas P. P~en 
explains the factors 'Which. lead to the poss~ble adjustment and 

... 
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detailed the derivation of the amo=t '0: the adjustment. 

a.t Page 4, Line 9', he testified as follows: 
~ ••• On April ll~ 1978p the CPOC issued Decision 
88697 wherein they grantee SDG&E~ among other 
things~ a $3.5 million l.:lcrease in gas 
revexxues. On May 26 ~ 1978, SDG&E contacted 
the Commission f s Staff to obtain information 
on approved expenses in Decision 83697 whiCh 
were necessary to determine the authorized 
margin as directed in Decision 88$35 (SAM 
DecisiO'1l). Based on this i:l.for.:ation, it 
appeared that the Base Weighted Average Unit 
Cost of Gas (F..lAUCG) for SAM should be 
14. 9405c/therm. SDG&E filed Advice letter 
414-G on June 15, 1978 showing a BwAUCG for 
both PGA and SAM of l4 .. 9405¢/ther.n. It was 
later coucluded that to use a B'WAUCG of 
l4.9405¢/the=. in calculating the 'PeA . 
balancing aecount revenaes ~ not consistent 
with. the overall imt>ort of Decision 88697 

Begi:ming . 

since the effect would be to' eliminate ZDY 
general gas rate mc::ease grantee. the::ein. ...... 

"Accordingly, on July 3, 1978, SDG&E filed a 
SUl)'Olement to Advice letter 414;"C revising 
the- BWAUCG for the PGA. to 14 .. 2941¢/theo. If 
14.9405¢/the::m was to be used. for the BW"AUCG 
in both the PGA and SAM calculations there 
should not be any deferred FGA expenses shown 
in the 1978 Test Year Results of Ooerations 
(other than for any PGA balancing :ates). Yet, 
Decision 88697 reflected defe:-red PGA expeuses .. 
Daring the ensuing months, Staff aud the 
Company detemix1ed tb..at further allalysis of the 
appropriate procedure for implementing ehanges 
to the SAM. aDd PGA aeCO'UIlts would have to be 
conducted. During that furtner analysis we 
concluded that a consistent manner of treating 
and implementing Decision 88697 would call 
for the use of the same ~AUCG for both PGA 
a:nd SA.'i and an authorized SAM ma:gin of 
$51~505~OOO, together with si:mlltaDeously 
elim:i:oating the negative .. 68~/ther.n balancing 
rate from the PGA. calculation with the 
implementation of SAM. 'Ib.ese above cb.a:nges 
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. 
were inco~rated fnto the calculations as of 
the first of JanTJA.."'-y' 1979 for til:e PGA and SAJ.'! 
balancing acc~ts. Since SDG&E used two 
different B"'';AUCG'' s from April 17 through 
December 31, 1978, SDG&Z has booked' , 
approximately $3 million as. Gas Depart::ent 
general rate relief in 1978 as a result of 
Decision 88697. • •• " 

*** 
" ••• !ha: figu:e results in a $3,482,000 
adjustment to the PGA balancing acco'Q'l't and a 
$472,000 adjustment to the SAM balancing 
account based .on two different methods of 
caleulati:lg the PeA and SAM balancing accounts .. 

"'!he balances recorded by the Co am any ., shown 1/ 
at line 6 of page E-2 and line 8~of page E-3,
for the PGA and SA..'i balancing accounts 
respectively, reflect the use of a PGA EWAUCG 
of 14.294lelthe::n and a negative • 68~/t.b.er.n 
balancing rate to retail sales from April 17 
through Dece=ber 31, 1978 and a SA..~ BWAUCG of 
14.9405e/ther.n and a margin of $i;9 r 312 .. 000 

, from. October 15 through December 31, 1978. 
~!he balanees reflected at line 8 of page E-2 

. a:od Ime 10 of page E-3 for the PGA and SAM:' 
balancing accounts respectively, reflect the 
use of a PGA BWAUCG 0: 14.9405~/the::n from 
~~l 17 throu$h December 31,. 1978 and aSSt:mes 

t the uegat~ve .68~/ther.n balancing=ate 
to retail sales beea:ne zero on October 15, 1978. 
!he SAI.'! :B"'W"AUCG 'Used is 14.940Sc/thent and the 
assu:ned margin is $S 1,505,000. 
~Effective Janua..-y 1, 1979,. the PGA balanciDg 
accoto'lt reflected a Ef,JAUCG of 14.9405e/ther::t 
and a zerO' balancing rate to retail sales and 
the SA..~ balancing account reflec~ed.' a BWAUCG , 
of 14.9405(:/ther::t and a margin of $511'505,000. ~ 

11 The wit1less t s reference here is to' Attacbment E to the O'rigina1 
application .. 
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; of ') Anot!:.er wi~ess for SDG&E on this matter, Paul A. W'illiams, 

Manager, F~cial PlaDD~~g, testified that the revenae increases 
authorized by Decision No. 88697 were designed to grant SDG&E 

base rate relief predicated upon interest coverage eonsiderations? 
that the actual results of operations for SDG&E for .the year er:.dec 
December 31, 1978 did not exceed those envisioned by the CoUlmissiotl. 
in Decision No. 8-8697, and that if the Commission were to:, order 

the $3.1.:nillion adjustment all at one time, 1979 eamings would ' 
be reduced by about 10C, per share and interest c.overage'tJnder the 
Debenture Indentures would be reduced by .05 points.. Mr. WilliaJ:s 

testified that as of June 30, 1979 ean1ings per share were $1.50 ' 
and interest coverage was 2.0 times ea:nlngs? the mi:pi mum at wbicll 
the company 'can sell s~ities. ~so, Mr. 'Williams :econ:mends, 
as J:A'..:: Hansen does, that the adjustment ~ot ~ made" bu.t> if it is, 
then it should be amortized over a three-year period. 

'I'he staff's ~sition is that the adjustment should be 
made and that it should be, made at one ti:le.. The staff accountant,. 
Mr.'!. R. Pulsifer, testified that the rates authorized' by Decision . . 
No. 88697 included a provision of 14. 9405~ per tber.a for recovery 
of the base weighted average cost of gas and yet,. SIX;&E continued 
to use the BwACG of 14.2941¢ per ther.n. established in the previous 

PGA, Decision No. 875,86 dated July 12, 1977, and the negative 

balancing rate of -0.68<: per the::n7 thereby undersuting :revenues 
reported to the Gc:BA- Staff vl.e"'N'S this as, .an error on the part' of 
S:G&:E. In the accountant's opinion, the GCBA sho~ld be reduced 

by $3,391,071 plus interest to the date of "the correction. ~ 
addition, an adjust:nent of $465,769 plus inte:est should' be made 
to the SAM balance aceouc.t to reflect the increased charges that 

should have been credited for the ~iod. October 15,. 1973·" the date 
when SDG&E's SIJ:! was established, through December 31, 1978. The 
account would then reflect properly the Base Cost Amount used to 
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deter=ine the under~ or overeo11ection in SDG&E's test year g:oss 
margin of $51~505,OOO based on the 1978 test year figares adopted 
in Decision No. 88697. the· la.tter adjustment is neeess.w:y in order 

to be consistent with the GCBA correction discussed previously .. 

It is the stafi's· poSition on a tb:ree~ie~ amortization that the 

one-time adjust:nent will not have a lsignifi:.c.a.nt effeCt on 'SDG&E's 
earnings or intuest coverage.. : 
_. ''Ihe' record . 'She;; that as 'of J.anuary l~ '1979 SDG&E,. 

without any further decisions from. the Commission, began accounting 

fer i~s GC:aA revenUes using the :swrACG rate of '14. 9405¢ per the:m 

~th a zerc> ba1aneing rat,e and, a1so~ a BWACG rate of 14. 940Sc 
aIld a margin of $51,.505,.000 for the SAM account,. all of 'Which the 
staff elaims should have been done also during the appropriate . 
periods in 1978. 

SDG&E e1a';ms' that sinee staff "accepted" the supplement 

to Advice letter 4l4-G,. which eh3nged the BWACG from 14. 9405¢ 
to 14. 2941¢,. then the aeeo\mting employed' 'by the company w~ . 
appropriate., 

, ", ' 

!he staff entered into evidence as Exhibit No-. 16 the 
fo1l~.Il6 letter dated December 8-,. 1978 to the Commission from 
A. C .. Strachan,. Director-Rates & Valuation for SDG&E:' 

WSDG&E acknowled~es that'a revis~on of the base 
weighted cost ot gas is appropriate,. relating 
to- Decision a8~97, dated April 11, 1978. 

"San Diego agrees to Change the base weighted 
cost of gas used for calculating the GCEA. 
acco~t no later than January 1, 1979. !he 
effect of rolling this ~e back to the 
effec:ive date of Decision 88697 will be 
calculated subsequent to J.a.:nua...-y 1, 1979. 
~San Diego =ecommends that the disposition of 
the amo'tlllt calculated as stated above be 
made,. subjeet tOo the Cocmission"s discretion, 
in conjunction with the ffnal determination of 
Application 58067. San Diego also recomQends 
that a ROSA type adjustment would be 
appropriate to m~D1m;2e the negative effect 
On earnings." . 
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It: would appear that SDG&E's interpretation of t:he provisions 
of Decision No. 88697 was erroneou.sin not: reflecting the prope:: EilACG 
in its bollancing account calculations. This error was apparently 
acknowledged by SDG&E when on January 1)' 1979', the company coczmenced 

the 14.9405e' P;~ACG. The filing of the advieeletter, although received 
and accepted by the staff ,cannot serve to modify the, ::ates ~tlt:horized 
by the Comtission.. We ~117' therefore) adopt sUiff re:commend3'tions 
for the adjustments to tbe PGA and SA..'! baIa~ing acc,ounts. 

With resPect fo:: the need 'to amortize the $3 million credit 

as proposed by SDG&E, the staff points Ol.ltthat the finaneialimp3.ct 
evidence presented by SDG&E was based only on reco::ded' data for 1979, 
and was :lot based on a pro forma 1980 year which would include the 
full annualized revenue effect of the last general rate incre<lse in 
~.ay 1979. We believe SDG&E has not de=onstraeed why, in 1980, we 
should aeopt the extraordina=y ratemaking. treatment of amor~izing a 

credit that, eOmp.:1red' to previouslyamortize,ecredits~ is ::elati:vely 
• small. , ' 
" .. ~ 

Gas Storage Inventory 
SDG:&:Epresenely accounts ,for all pu::-cbises, of natural gas 

as current charges, to' the GCBA. A s.;ca:l portion of these' pureha.ses 
,,' I 

are not im:nediately eonsu:ned but are'delivered to: liquefied 
natural gas (WG) storage inventory. '!he GeRA d<x:s not reflect 

injections or withdrawals f=om inventory.. '!he staff aceountant 

testified thatun<:Ier generally accepted account~ng principles, the 

cost of gas injected into inventory should not be treated as a ,current 
gas ex.pense but should be expensed at: the time it is withdrawn. from 

storage. In. recognition of this principle, the costs, of gas recove::.l.bl<!' 
through the PGA procedure should be, reduced by gas injections into' 

storage and increased by gas withdrawals from storage. !he staff 

accountant recommends that the effect 0'£ storage injections and'W'ith
drawals be reflected in determining rates and cor=espondingbalaneing 
account entries in futu:c 'F!CA!Sl-:M; proceedings. No retro.aetive adjustment 
to the balancing account is recommended since the aoounts involved would 

not be material. 
We will adop't staff f s reeom:nendation because it will 

result in more appropriate compliance with generally accepted 
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aceoanting principles and would reflect more accurate"matcbing of 
gas cost recovery w.tth the actual amotalt: of gas consumed _ . . , .,. ... - ... . ~ 

'Reouired Revenue Increase, 
In the staff accountant (s opini~, except as noted above, 

the data used ~O, deter.n.ille the GCBA and SAM account balcmces are 
presented fairly by ~ .and are in conformance with Commission 

- '. 
PeA and SAM proeedu:res. 'Ib.exe, is -virtua.1Iy no eont;oversy over the 

amount,of .r~venue increase requir,ed for the year begi'T'l'Oi.:lg 
October 1,'1979 based on staff reeommended' rates in Application 
No. 59146 of, SoCal..:, SDG&E estimates an increase' of $20,690,000 

, . 
and staff $20,655,100., J3eeause the Con::cission did not authorize 
exactly what the' staff ::ecOUIIlletlced for S¢Cal (see Decision No., 91077 
dated November 30, 1979), the ALJ r~~sted ~t staff :ecalculate 
Tables 3-A .and: 3-C in Exhibit No. 28 ~f Sudheer K. Gokhal:e, the 
engi:l.~ 'Witness, for staff. !he revised tables are shoW'll in 

Appendix A.. !'he recalculation addS $1,169' ,SOO to the previous sta££ 
> -estimate of $20,655,100 for a total of -$21,824,,900. !he additional 

. . . ~ 

.amcn.:nt of $~,169,800, when divided by total- sales of 804,.604,000 
the::ms, :esults l:n a system average i:lcrease of $0 .. 001.5 pe:' the:m .. 
The two :ate spread proposals which will be discussed' follOW-:...:.c.g., 

one by SDG&E and one by: staff, are g::otz:r1ded on the additioual reve~e 
required if the Con::misi'lou bad' adopted the staff proposal in the 
SOW application. So ',as not to require extensive ::eealculation 
of the two proposals, we will discuss them as pre~ented andafte:: 
adoption of a general rate, spread, ::eeove::- the additioXlal $1~169'~800' 

" in an appropr..:ate . ~er. 
Rate Desig:; 

In preparing Stc&E1' s =ate proposal, wit:ess Ha:o.Se:l 
employed different rate design principles in developing the ~A 
and SA..'! rates a:c.d then tested the resulting rates agai:lst otller da.;a 

to detel:mine the reasonableness of the pr:inciples used.. The 
first p:r~eiple he applied was that the PGA revenue requirement 
(recorded ane anticipated undercolleetion) should: be spread on a . ", 
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uc.ifor.:o. cents .per therm. basis because that is the maxmer in which 
I ..... , 

SDG&E experiences those expenses. Next,. the SAM ·revenue requirement 

(r~orded and anticipate<{ oVe%'collection) was spread based· on the 
philosophy that each cttSt.omer should ultimately contribute to· the 
margin in the same amotmt 0:- relationship the Commission f01llld . , . 
just and reasonable in SDG&E'~ most recent general rate <:ase~ in 
this instance Deeisien No. 90405 dated ·June 5, 1979~ 'Ihus.~ the rate· 

reduction develo~ by the S&'! was spread among the customer classes 
in a ~er that would achieve,the appropriate contribution for each 

class. Mr. Hansen then ,r~viewed' the fillal rates to deter.nine if 
they would create the possibility of a loss of load due to being. 
priced too neal:' the cost of alternate fuels for each customer. 
Finally, SDG&E's GN-S :ateY was reviewed to make sure it would not 
be excessively high nor eev-'..ate substanti2~lly' from the rate 

~plieable to So Cal , s power plant· gas sal~s since the final use 
in both. ci:e:c:nstances is the same,.' el~trj~c generation. !he witness 

coucluded that the GN-S rate has been too high through AugtLSt 1979 
bec:.ause GN:'S sales cont:ibuted approxi::lat~~ly $22 million to the 
overcollection of'~~ He clarified ~t po~t another way by 
testifying that were it not for ~terde~-t:e~tal sales, the S&~ 
balance would have been more than $3 million undercollected as of 

August 1979, rather tb.an approxi:nately $18.5 million overcolleeted. 
SDG&E's rate clesign proposal based on the: above. concepts" and 
bo~tomed on the staff's proposal in tb.e S?Cal case as discussed 
previously, is shown on Table 1. . . 

witness Gokhale, in designing the staff proposal for the 
rate spread 'tJJlder proposed revenue 'levels, usee:the; base· rates 

set by the Commission in SDG&E's last general rate case 7' Decision 
I" . 

No. 90405,. supra.,. as a starting. point. In se~:ting. the lifeline 

rate, he applied his 'tmderstanding of Co=niss.l;on policy. with 
• ~ \.'J: • 

respect to SDG&E ""hlch he believes is intended::'::to keep the lifeline 
' .. 1:1 1 .. 

'" 
" 

~I See Appendix E for a description of sDd&E's tariff· classifications. 

-12-
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S~"f D!ECO GAS & ~t...::cmC COMPA..~' 

(Do~ Per'l'her::l) 

!EAa ~OCTOEE2 1" 1979 

For SoCal CAS 
PGA. PCA. 

Inc:-ea.se Ine:-ea:se 

" 

~e::t. 
~~ 

Class o! Service and S<:hed'llle 6/'2ll./7Q 
Ba:sed. On &:sed. On SAK , Propo~ed 
D.90822' A.. 59~ 'Increase Rates' 

Residentia.l 

Schedules G?.. cv.~ GS s and G"r 

~e:" Charge, per ::onth $1.70, -, -
Tier I (I.1!el!.ue)* ..2JJ.3 .om .0370 {.OZlS) 

Tier !! .2942- .om .O~370 (.048l) 
Tier !II .3391 .. om .0370 (.0502) 
Tier !i' ,.3760 .om .om (.C6~2} 

Othe-r Retail 

Seh~ule GN-l 

~mer Ch.a..~e, per l:Ollth $1.70 
,m. usage , .28l5 .04ll .0370 ( .. 0100) 

Sehedule GN-2 '.28l5 • ow. .. 0370 (.0264) 

Se.':edcl.e GN'-3 .Zl6S .O411 .0370 ( .. 0549) 

S~edu1e GN'-4 .Z768 .om .0370 (.om)', 
'. 

Inte'!"d~:::en-...a.!. 

Seheecle CN-5: .28l5 .O4ll .. O~37o' (.l062) 

. , 
o Negative. 

I ~ion st.a.t! propo~ rat.e:5 .. 

* SchedULe GS,to receive a 10 'Oeree::.t ~seot:nt.. 
Scb.ed-ale G'r to receive a. 15 ~ent. <li3eotmt. , 

-13-

$1.70 
.3009 

.3242' 

.. 3670, 

.3909' 

$1 .. 70 
.34138 

.3332 

:3000 

.2m' 

.253'4 

23.2' 

10.~ 

8'.2 

.. I...O' 

23.9 

lS • .4. 

8'..4. 

-7.J. 

-10 .. 0 
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" 

rate at about 80 pereen: of the SY5teQ average rate. ~or residential 
noulifeline rates he proposes setting Tier. IV rates r the highest 
of the four prima..-y residential rates r at SDG&E's Qargillal cost 
of gas. Tier IV usage is over 162 'th.er.:ts per month,. whel:'eas r the 
m8~mum average cODSUmption ~ any month for single-family 
residential customers is only 105-125 ther.ns. Staff proposes' . . 

that Tier IV be set near the cost SDG&E pays for L"lG: which is 
stored and used ill the winter to serve residential eustOll'lersduring 
periods of peak d~d. Staff believes ,this would present a clear 

price signal to customers with very high consumption levels who 
should pay a fair~market price for excessive use" !he Tier II and 
III rates .are feathered in bet'"N'een lifeline and Tier IV to provide 

a progression designed to promote conservation.. Tur.ling, to 
nouresidentia~ rates,. staff eonsid'e:ed a variety of pricing 
mecba:t:~ sms in developing its proposal.. soeal ~ SDG&E' s main supplier 
of natural gas? pu:cllases its gas from several suppliers at various 
prices not regulated by this Commission. Appendix ~ shows the 
~ent prices eh.arged 'by SoCal's different suppliers. However, 
SDG&E pays Socal a sin$le commodity price for its regular p~chases 
whiCh reflects the average cost of gas to SoCal. Ihestaff quoted 

from Decision No. 908'22 dated Septembe:- 12~ 1979 in S¢Ca.l's 
Application No. 58724, where the Commission said: 

" ••• The highest priced gas SoCal purchased 
is reqaired to serve the lowest priority 
customers. Accordingly, the application of 
the strictave:age system cost of service 

,as the sole criterion for prie~g gas to 
SoCal's low priority customers is without 
merit. Fu:ther~ it is necessa.~ for low 
priority customers bot:h to bear the cost . 
of the increme:l.tally higher priced gas 
SoCal purchases to serve them and to, l:'eceive 
a realistie price signal as to the eurrent· 
cost of ~gy.ff 

-14-
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. 
Staff elai::s that the s.a:ne logic should apply to SDG&E" s lOW-
priorirr customers since SoCal's supply policy and gas. balance 
calculations QUst take into account SDG&E's low priority customer 

requirements.. lberefore> s1:.ilff asserts that. the highest priced 
gas, in this ease Canadian at $3.61/Y..c:f (33.3e/ther::n) > should 'be 
considerec as the floor price for setting SDG&Z's low priority 
rates. Staff seated that anotber important, consideration in se~ing 
low priority rates is "value of service/' which we e<;,uate t<> the 
eost of alternate fuel which. is applicable to GN-3;p 4, and 5-

eust:o~s since :bey are capable of substituting alternative fuels 

for natural gas. These prinCiples dictate that the cost· of a 

utility service ~nnot be greater than the cast to the customer of 
a satisfactory alternative service. Staff assumes that sub·stittlte 
service for GN-3 and 4 custOtllerS is .f!2> !is, and !}6 (J.owsulfur) fuel 

oils> and :or GN-S it assu:tes #6 (low s~lf=Y· fuel oil under SDG&Z's 
loug-ter.n concacts. The cost of ·these alter.latives can be. used to 
set a ceiling for ~-3, 4,. and' 5 rates. In order to satisfy the 
revenue req,uir~t in this proceeding staff proposes to set the 
GN-3, 4:. and 5 rates close to' the ceiling. p:z:ices deter:ni.ned by the 
value of service concept. For nonresidential rates theu~ staff 
proposes rates of 40e!ther:n for GN-3 .and 4~. which is less. than the 

cost 0: #6 fuel oil a: the low end of the range of ~6, fuel prices 

(see Appendix C ), 30e/tlle1::l for GN-5 (steam electrie power plants) ~ 

which is less tban ~'s recorded cost of fuel ,oil for tlle months 
of Septe:lber and October 1979 (see Appendix. D ). > . and fo~ GN~l and Z 

-15-
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rates an increase e<tual to the system average increase which. is 

abou.t tile same as the average increase for resic.ential Tiers II and 

III.. The staff proposal is shown on Table 2. 
In SDG&Efs n~~ gas =ate proceeding we wish to· ex:end the 

two-tier alternative fuel prici~ to, its' service area. We view this 

policy as consistent with the National Enezogy Act and plan to extend 
it on a statewide basis. Because adequate cata was not developed on' 
the record in this proceeding,.. we will not at this ti:ne authorize 

'. . 
cl1fferential rates for SDG&E. However, SDG&E. will be req,uired to 

~ . . 

complete further studies of its customers' fuel olJr.ling capabilities 
and practices as well as to make quarterly filings of alternative 

fuel prices in its se:vice area. This i.uor-....ation shall include, 
but not be l~ted eo, the delivered price per ba~el, lot size~ Btu 
content, and sulfur content. Separate rate schedules for No.2 and 
No. 6 low sul:fu:r fuel oil alte:-....atives will be estab'lisbed by 

tariff filing as soon as' feasible pursuant to decisions in subse<tuent 

rate inCrease applications. . 
Table 3 summarizes Tables 1 and, 2 so one can see at a 

gla'Cce the :ela tiouships of the SDG&E and staff prop(>sals, 
together with their impact over present rates. 

-16-
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COMPA..~N OF SDCS A.'lD S'!A.:: ?.A:S PP.OPOS~ 
BASED ON ~"""F RECO~:E:O ~!ES :ot SOCAI. APPT....ICA:ION NO. 59:u..6 

A...~ ADOP'!.'ZO !U.'rnS BA.S'ED ON ~EC:SION NO. 010'77 

~ SDC'.tO STAFF ADOP'!'EO 
Ra:tes • Pro"OOsed. Pe:-cent 

612L./79 Rites In~ase 
Proposed Perce:lt See Pe..""eent ' 

Rates In~a:!e ~able'~ !n~ase 

Resid.entialCl) 

Tier I (!..i!~e) 0.2443 
T1er II 0.291:2. 

'l'ier III 0.3391 .. 
T1er IV 0.3760 

Total Re:sidential 0.2659 

0.3009 
0.3242 
0.3670 

0.3909' 
0.3149: 

23.2 0.2534 
10..J.., 0.2886: 

8.2 0.36~ 

4.0; 0.48S.3 

18.4', O.~ 
::--,.' 

" 

3.7 
-l.9' 
6.6' 

29.9' , 

4.8 

0.2563 ' 

0.2942 ' 
0.)643, 

0.4912' 

O~ 

.. N"Onl"'!s'!.ce:!t'!.a1(U 

GN-l 0.2el5 

0.2Sl5 
O.Zl68 

O-Zl6S 

0.2el5 

0.3488 

0.~332 

0.3000 
0.257J. 

0.2534' 

e.4: 0 .. 3051 
GN-2 
GN-3 
CiN-4 

GN-S' 

System Tot.a.1(2) 

Pe:-cent over I~"'e'.f"e: 

Tier II 
Tier III 
Tier IV 
Total" ~ide:lt1al 
Syste:a., 

Percent SY3te:n ove:
Total Re:sidential 

0.2864 

20.4 
38".8 
53.9 
s:.s 

l7.2 

7.7 

0.3122 

7.7 
22.0 
29.9 
4 .. 7 
.3.8 

Nott:, All rates in S/ther..:. 

18 • .4 ,0.3051 
$ . .4 0.4000 

-7 .~ , • O.AOOO 

-lO.O 0..,3000 ' 

9.0· 0.3120 

~.9 
42~6· 

"I 92.7 
10~O' 
23 .. 1 

1l~9 

8".4 

1.4..5 

k4.5, 
6 .. 6 

8.9 

0.3051 

0...4000' 

O.J.J:JOO' 

0 • .3000 

0.~-.34' 

JA.$; 
1:2.;.;2 , 
91~7: 
lO~O' 
22'.~ , 

(1) 
(2) 

Do~ ::.ot !.:lcl'1:d.e ~..c::c:' :!xcC. e~..:l..oe o~ $1.70 'j::cr :o::.th. 
Includ~ ~omer t!.xed.eha:ge o! $1. 70 ~ ::oxr...h btl.t 
" exclude:s, =i:;ce11a.n.eoU$" net. :-e'7e:l'1:0 such a:s City o~ S3.:l . 

( '" "", 
Diego st:reharge .a::.c.. e:l-p1o:ree c!.iseo~ts. 

S~e Table 4 tor e'''':'!1-'~''"'ieon 'ldth ~ ,t'(...x~ eharg~ 
ine1'Cded i:l Total Resident.ial. 
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: We are impressed "With' the· staff rate eesign p:oposal. ~ 
this proceeding because it awears to reflect: careful consideration 
of'wbat the Commission has been atte=pti:g t~ esta~lish over the ' 

past: year or so as ratemaktng ~liCY .'1/ 1: the mtter of resie.ential 
rates, the proposal is for. a modest increase in the 'lifel~ rate 
with increases in the higher' usage blocks that severely penalize 
excessive usage while at the sa:e :i=e establishing about: a 150 
percent relati~hip between lifel~e and nonlife line rates. 
Although the increase in the GN-3 and 4 nonresidential rates is 
high;, ,it properly considers the ab.ility of st:.ch customers to use 
al~:ative fuels, thereby setting natural gas~at~s close to the 

.. eost of such alternative energy to provie.e a greater incentive to' 
implement effici~: energy use. !he same can be said- for the 
GN-5 proposed rates althoa~ the increase is not nearly' as severe. 
We will adopt the staff proposal but ....nth some modifications to 
bring itfurthe: into line with ot:::' cc::.ent rat'e design policy .. 
'!hose lnodifications C3."Zl best be accomplished by usi:g. the previot:Sly 
::entioned $1,169,800 i:l additional revenue requ.i::e:ent =esultl.ng 
from Decision No. 91077 7 supra. we will assign that entire a:ount 
to' the. residential class which will allow-us to', ',:.adjust the staff ..... 

... ,'I , 

~ ".' ,,,, .... 

1/ For example,- see: 
Decision. No. 9040'5 dated June' 5, 19.7~-in Applica't:ion 

No,., 580 67, SDG&E:I' .' 
Decision No. 90424 dated June 10, 1:979' in Applica1:iotlS 

Nos. 58469 and 58470, Pacific Gas a:d Electric 
Company (~) ~'>. 

Decision No. 90822 dated Septe=:ber lZ·,. 1979 in 
Applieati~ No. 58724, Socal, 

Decision No. 90935 dated Octobe= 23 7 1979 in 
A~p1ications Nos. 58892 and 59045, ?G&E, 

Dec~sion No. 90967 dated October 23,' 1979.i: 
Application No. 58764, Soutner:l Cali:ornia Edison 
C0.:reany, 

Deeisi~ No. 91077 dated Nove:ber 30, 1979 in 
AElplication No .. 59146, SOCal,. and 

Dee~sion No. 91107 dated December 19, 1979' in 
Applications Nos. 5854.5 and, 58546 7 PG&E. 
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proposal to accomplish two things. Fi:rst~_ bring -the aver~ge 
residential rate nearer to the system average rate and~':seco'O.d, 
eliminate the slight reduction for Tier II customers. Even tbough 
staff testified that the Tier II rate would not actually resal: 
in a residential custo~er's bill being reduc~ because the rate 

increase in Tier I would offset any incre=ental reduction due to 
the action of tter II rates, we belieV'e the possibility of a 

rate reduction signal of any kind during these critical times of 
stressing conservatiotl~ for e."'Qmple~ a media report, would not 
be appropriate.. '!he -oecbanics of add:t:,g i:l. the $1,169,800 based _ 
ott. tb.~ aboV'e two c:~teria are shown Oll 'table 4 wbich uses.) as a 

starting point, the staff ra1:e proposal shown 0'0. Table 2 ~ Enough 
of the $1,169,800 is allocated first to Tier"II re,sideutial sales 
to- bring that class to- prese:tt rates, and the re-...ainderalloea. tee 
to all other residential classes. For hi'storiC3l back.J.'P' of 'what 
is. done here those amounts are assu::ed to be added to. the staff 
PGA balance rate for, each class of residential- customer with the 
Schedule GS .and GT rates based on a 10 and 15 percent discount> 
respectiV'ely, from t:e Scb.edu~e GR, G~ rate.- '!b.e results of these 
calculations, shown in the last colu:ron of Tab-le 4, are the adopted 

rates for this decision. It will be noted that the compa:isons in 
Table 3 are based on the excliUsion of the' custocer cb.a:rge for the -. 

" total residential aV'erage, and the 'inclusion of such c~:rses 1=.. 

the total system aV'erage. !hose comparisons, therefore> contain 
a slight distortion. At the bottom of Table 4 is a calculation of 

the residential average witb:;the $1,169,800 and the custO':ler 
charge assignable to the res:tdent1;al total included'. l'hat result:) 
$0 .. 3076, is only 2 percent ~~low the systemaV'erage. 

'table 5 compares single-famly residence bills for 
, 

various usage levels under I'resent and adopted rates • 

., 
,I 

I 
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Residential 

CwJtaner Olarge 

Tier I 
GS 
Gt 
GR7 CiM 

tie:- !I 
T1er !II 
T1er IV 

Total 

Nonl'esidential 

GN-l Customer Q:.a...~ 
(tN-I 
GN-2 
GN-3 
GN-4. 
GN-5 

S~'tem. '!'ot.aJ. -

Statt 
PJ:oopo~ 

P:om 
Pr~~ Col-=. I 

R:&.t.es :3 Table 2 

$l .. 70 $1.70 

O.2J.99 O~ 
0..2071' 0.Zt54 
0.21..43: ,0..2534 
0.2942 0..2886 
0.3;91 0.3611 
0.3760 0..4883 
0..2659 0.Z787 

$1.70 $1.70 
0 .. 2Sl.5 0 .. 3051 
0.2Sl;· 0~3051 
O.Z76a o.J..t:JOO 
0.2768- O.J.CIYJ 
0.28l5 0.3000 

$0.2864 $O.3l2O 

• 

.. 
Add to 

St.a:!! 
~1der.rt.!al. 

PGA. 
Ad e1'QSt:nent{l) 

0.0026-
0.0025 
0.0029' 
0.0056 
0.0029' 
0 .. 0029 
0.0032 

\ 

Adopted 
Rate 
Des1gn'~) 

Sl.70 

$1.70 
0.30;l 
0.3051 
0..4000 
O...l..OOO 

. 0.3000 

$O.3l34(2) 

Cu:stomer Cha...~ Re7enue !rom. Table 27 I.!.ne 27 Col. I: $ 9~ .. OOO 
Com:noC.1ty Olarge Revenue !:::'oc Table 2,r !.i:.e U r 

Col_ I:: 
Additional rC7errae pc:" SoCaJ. :j. 91077:' 

Tot.a.l Resid~ Revenue: 
Total R~ident.!.al U~e (Ther=): 

Resic!ential ~e:lue Per 'nler.::l': 

NOn: All ::-at.ez in S!t..i.er:t exc:~ Cus-..e::er Ch.a.rge .. 

(1) See ?a.ge 2 o! 2. ' 
(2) - 0.3120 + ($l,rJ.6,9,rSOO + 804 .. 568 ... 000 'tner=) .. , 
(3) ~t.e$ !or s:oe~al eO'!:l:::ae~ to be i:le:-eased cO::Qe:lS..:.:-s:t.ely'. 
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TA3IS L. 
Pa.ge 2 0'£ 2 

Pre5ent ~er n P..a.~ 
Sta.!.t ~sed Tier II ?a.tes 

$O.29l.2/'!h~ 
0.2SS6 

Difference . $0".0056-

$0.0056 x la,:300rJ,50 - $2)6,.900 

Additional Revenue Pe:- SoCal n. 9l077' 
~ ':1er I! Above 

?e3ic.e:c.t.ial Sales :'ess 'rier :::I 
a:c.d,' l5% o!' G'l" - 325~:328',9!.4. ~e== . 

$ <132,900 . / 
:325,.~,9l4. - $0.0029 '!'her::l 

. $l,J.69-,eoo 
236,900. 

$' 9:32,,900 

SQeci'Cle G2, GM Stat: ProlXlS~ ?.a~ - 0.2534 

0.25:34"+ 0.0029 - 0.2563 

Set. Scl!ed.ule G! at. 85 peree:c.t of GR, Q! 
~ GS at 90 percent. of GR. OM 
Ci'r - 0...85 x 0.2563 - o.:z:.. 79 
CiS - 0 .. 90 x 0.2563 - 0..2;r:f! 

, . , 
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!herms 
'Billed 

o 
26 
81 

162 
300 

o 
26 
81 

.162 
300 

" 

TABLE 5 

San Diego Gas & Electric Company 
Gas Depart:nent 

• 

COMPARISON OF BIllS' AT PRES~ MrO ADOPTED -RATES· 

Schedule GR. 
!Single-Familv Residence)· 

Increase ?resent 
Rates(l) 

Aclopted 
Raees(2) Amoune Percent 

Sommer . 
(May 1 to OCtober 31) 

.$ 1.70 $. 1_70. $ 
8 .. 05 8:.36 . 

24.23 24.54 . 
51.70 54.05, 

1'03.59 121.84:' 

winter 
(November 1 to, April 30) 

1.70 1.70 
8:.05 a~36 

2l.49 22:..46 
. 4&'.96 51.97 
100.84 119.75 ; 

.31 

.31 
2.35 . 

18 .. 25 ., 

.31 

.97' 
3.01 

18: .. 91' 

(1) Present rates are the gas rates, effeetive ' 
August 12~ 19797 filed under Advice letter 
No. 435-C. 

(2) See T.al>le 4. 

-23- " ,. 
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Findings' of Fact 

1. By this application SDC&E requests inereas.es' in its' PeA 
and SA-\{ rates to offse-t. increased c:.harges froe i-ts main gas 

supplier. Soc81., and ehanges to the Pre l'iminary S,tatement in its 
·~f tarl... • 

2. As authorized by the Commission in Deeisi;on No-. 91077 
dated November 30, 1979. SoCaI has increas<:d its, chargestoSDC&E 
by 3. 745e/eherm. 

3. Dul:Y,Ilotieed hearings in this application were held at 
which all ineeres,ted parties had an opportunity to be heard.. 

4. Szx:;&E's rates should be increased to' recover the increase 
from SoCal plus any franc:.hise fees 'aU<! uncollectiblesapplieal:>le 
thereto. 

5. The rate design, as prOpOsed by the staff, adJusted as" 
indicated herein and shown on Table 4, is reasonableand'>shouIa 
be adopted. 

6. Tbe revised gas rate design adopted herein "will 'provide 

Srx;&E's custocnerswith an economic signal that the cost (>fenergy 
~'.... continues to inc'reas,e. 
,,' 

7. Lifeline cO'!'l:lr::lOdity rates maintained at a level o,f 

25 percent or more below the syseemwi~ avcr~ge 'rate in cent:.s 

per ther:n are reasonable and further the pur?oscs of t~ Miller

'Warren Lifeline Act ~ Section 739' of the- Puh l;:c Uti H. ti~!: C~~. 
~. AIl increase in the natural gas lifeline rate in, excess 

of the relationship described in the prior finding, could'lessen the 
effectiveness: of theconser9'ation poten,ti.al available from having 
nonlifeline rates sl.1bscantially higherth.a.n lifeline rates .. 

9. Inere4sing rat:.es f01: lifeline quantities in: an· &Do.une 
,less than the average increase in rates.,. along with increasing 

by g.reater &mounts the residenti.alrate:s for th-e nonlife'~ine 
quantity,. will preserve the intended eonservac!on-oriente<f }):erie-fits 
of lifeline ra'tes. 

-24-
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lO. An inver:ed ::a1:e Gesign fo:: r(lSidell1:ial' ra.tes is 
reaso1:la.ble because the highest residential usage is. largely fO::' 

" 

11.lX't::y or nonessential PUJ:POSes.~ and' is not for basie htlman :leeds. 
Such usage should be considered low priority usage. and shou.ld, be 

subject: to a rate comparable to the rate:i for ,other low pnoritj' 
usage. 

11. Service under Seb.edules GN-l and GN-2 (non:esidential) 

is pri:na.rily to s~ll businesses. It is"reasonable to-maintain those 
rates at or :Ilear the average residential ,rate in cents' per the:m. 

The CUS'tOClers served under those- schedule~ are high prionty cUS-'tome:s 
whc do not bave 'the capability to use altenlate fuel· and "Wh.o are 

;.. , 

not accorded lifeline rates and allowances. ':-. 
12 • On September 28 ~ 1979, the :FERC adopted Order No. 51 

i:l Docket No. RM 79-21 (18- CFR Part: 232 ~ l~ederal Register of 
, ' I 

" October 5, 1979" at 57778). '!hat rule beCiitme effect;ive orl' 

Dece::nber 1, 1979 and establishes tile prlC'E~ o£No •. ~ 6- high sul:fur 
oil as the altecative fuel price ceiling from 'Janua.."'"Y 1, 1980, 
'through OC1:ober 31, 1980. Incremental pric:t:lg at, tha1: level for 
industrial boiler fuel is now mandated oyf£ederal :--.lles .. 

13. FElter s Order No. 5.0 ac!op1:,edcollcur:elltly with. Order' No'. 51 

(supra) provides for a per.nanent t:hree-t:ier sYS1:em: f~r incremental 
pricing of indnst:rl.a.l boiler fuel gas at: o~ level of No.2- fuel . 
oil, No.6-low sulfur fuel, and No.6 high 's'tllfur fuel oil. 

\ :' . 

14. The pre;>onderanee of SDG&"£' s C'CStOtUers having. 1:he ability 

to bu.-n bot:h :tz.atu::al gas and fuel.' oil is ?re~l';ded £:rom bu:ning 
high sulfur fuel oil because of ai:r ?Ollut:i~::" restrictions. More-

I ~ J I ' , 

ove:, the reasons adva:leed by n::R.C for 'the i.c::~e:ri:n use of No. 6 

high st.ll£ur fuel oil for incrementa!. pricing are', not applicable to 

California.. ':;;. 
15. The use of a tW'o-tier alter';:tative fuel pricing .. metho<!, 

for all low priority customers is ;iot'likely to induce sUbstantial 
, '". .. 

investme:lt in No.6-fuel oil capability. 

~25-
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16. Alternate fuel cost pricing retains benefits to 

California bigh priority customers that otherwise may be lost . ' 

because of federal illc:emental pricing. policies. to. be lmp~emented 
\mder the Yatural Gas Policies Act (NGPA). 

17 • Gas rates established close to. the c~st of alternate 
energy nIl provide an incend.ve for cOttltlercial .and' :i.ndustria:l 
customers to .m;uimize efficiency and conservation in theirtlSe 

of energy • 
. IS. In view of Findings 12 through 17, in future proceedings 

the :ates for Sehedul:es ON -3- and GN -4 should'.~ based 011 two-tier 
alter.native fuel prices. New Schedules GN-32 and GN-42 should be 

established and refe::eneed to the estimated cu:r:ent' price of No.2 
fuel oil; new S<:he<iules GN-36 and GN-46, rates sho~ld' be referenced 

to the estimated c:ur.re11t: price of No.6 low sulfu: fuel oil; and 
the Schedule GN-5 ra.te should be referenced to t:b.e cur.:ent price 

of No.. 6 low sulfc: fuel oil pw:chased by SDG&E. 
19. ':the incremenul pricing policies of ~G?A are reflected 

. in the altel:lla.tive fuel oi; pricing meoods described i:l the prio: 

finding. 
20. In view of the foregoing findings it would not be 

reasonable and co:a.sistent with statutory provisioD.3 to use average· 
c:ost-of-service or an equal cents per the:m i:o.crease as the sole 

'. or controlling met:hO<i in sett:tng. natural gas rates .. 
21. '!he esti:na.ted additional axm\:a.l revenue!: as a result of 

,. , 

the increases authorized. herein,. is approxi:nately $21,824»900. 
22 • The tariff cha:lges to Sections 9 and 10' of SDG&Z t S 

Prel:im;Da~ State::nent which de l:lot involve consolidation of SAM 
and PGA. are reasooable and should be authorized. 

23. Possible consolidation of SDG&E r s PGA. and SA..'! proce<iures 

should be deferred pend~ receipt of rec~endations £iom the 
coamittee fomed to co~ider standa:rdized, state"'..ride proc:edures. 

-26-
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24. The Cor.rcissiou staff recommended adjuStments to SDG&E t s 

PGA. balance accOTlllt of a credit of $3,.391,.071, and the SA..."! balance 
accolm.tof a debit of-$465,.769, plus in1:erest,to the'date of'~~ 
adjustme.x:ts are r~,onable a:o.c! should be' orde,=:ed.. ", 

25. With the exception noted in Finding 3+' tile data' used' 
to deter.nine the GCBA and SAM aeeoUllt balances are presented 
fairly ,by SDG&E and a:e in conformaDee with Coc:mission' PCA. and 
SAM procedures .. 

. ' 

26. !he staf£ts recommendation on accountfng for gas stora~e 
invento:y is reasonable and should be adopted. , 

27. '!he inerease in rates .and charges authorized. by this . , 

decision is justified and is" reasonable; the present: rates a:G 
charges, insofar as they differ :r~ those preseri~dby thi~ 
deeision, are for the futu7:e unjUS1: and ~easo~ble.:" 

" ' 

28~ !here is an imr:lediate need for the rat,e relief, authorized 
herein because SDG&E is already illeurrillg the costs which will be 
offset by the rate increase authorized. 
Conclusio:l.S of Law '~: 

l~ SDG&E should be authorized to place into effect the 
I I 

increased rates found ~o be reasonable in the fiI:idings ,~et forth, 
above. ," 

I',.::. 

2. Mo<iifications eo Sections 9 and 10 of SDG&E T S Preliminary 
Statement should be authorized. 

, .. 
3. Consolidation of SDG&E,f s PGA and SAM adjustmellt proeedtc:'es 
". .." 

should' be . deferred., 

, 4. '!he, adjustments to the PGA, and SAM balance accounts set 
forth in Fi:l.ding 24· above should be ordered .'. 

5. SDG&E should be ordered to account for g~ storage , 
fnvento:ry as recommended' by the staff. 

-27· 
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6. SDG&Eshould f~rnish data as indicated in Ordering' 

Paragraph 7 in connection' with its next gas offs·et application. 

7.. The effective date of this order should be the da'te . , 

hereo: because there is an iamediate need for rate reli'ef. 

r! IS ORDERED that: 

1. After the effective date ·(jf this order,. San lY.ego Gas & 

Electric Company (SDG&E) is authorized to file revised rate 
schedules reflecting tile adopted rate design shown on Table 4 of 
-:his decision and concurrently withdraw a.nd canc'el its presently 
effective schedules. Su<:h filing shall comply with General Order 
No .. 96-A. 

2. The effective date o-f the revised schedules a.uthorized 
by Ordering Paragraph 1 shall be four days after t:b.e date of 
filing. The revised schedules shall apply only to service rendered 
on-and after the effective date thereof. . , 

3. Concurrently wit:b. the tariff revis'ions filed in accordance 
with Ordering Paragraph 1" SDG&E shall file the tariff revisions 

to accomplish the following modifications to Sections 9 and 10 o.f·its 
Preliminary Statement: 

a. Eliminate the subsection dealing with the 
treatment of certain rate reductions 
related to changes prior to t:he 
esea.blishment of the PGA procedure. 

b. Change the revision and filing dates for SAM to 
coincide with tbose of the ?GA. 

4. In its next PCA/SAl{ application SOO&E shall report to 
the Com:nis,sion the status of a possible consolidat:ionof its PGA/SAM. 
procedures. 

5. Within thirty days after the effective date of thiS order 
and subject 1:0 staff audlt" S'DG&E shall credit its PeA. balance 
account by $3,,391,.071 plus interest applicable from the period in 

1978 when the u:x1ereollections were accrued to the date of ent:ry. 

6. Within thirty days after the effective date of this order 
and suhject to staff audit, S1X';&E shall debit its SAM ba'lance 
account by $465,,769 plus interest applicable from the' period in 

1978 when the overcollections were ~ccruedto the date of entry. 
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7 • In:future PGA/SAM proceedings ~ beginning with the effective .". ' 

da~e of January 1". 1980) SDG&:E sb.all :teflect: the· effe~t of injections-
and withdrawals of gas from storage il!ventory in determining_ Cle
appropriate gas cost recovery. 

3. SDG&E sb.all: 

&. Undettake and complete a study of the 
alternate fuel burning capabilities and 
practices of its industr...a.l customers 
within sixt:y daYs from the effective date 
of this order. 

b. File with the Con:mission' s Gas Branch on 
a quarterly basis a current =eporton 
alte:na.tive :uel prices in- its se:z:vi.ee 
tenitory" including but no'!: limited to 
the delive:ed price per barrel~. lot size 7 

Btu ~ and sulfur <:ontent: 9 the fl.l:'S'!: filing. 
to be made by April 1) 1980 ~ 

c. In the next: purchased gas expense offset 
proceeding, prese:a.t a. proposal for separate 
rate schedules. for service to. cus tocne%'S w:i.th 
N~. 2 and No.6 alterna.tive fuel capability. . 

The effective date of this order is the date. hereof. 
Dated JAN 15 1980 ) at Sa.Ii FranciscO', Cal1£on:.ia. 
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San I>1ego. Gas & Blec-ze Cct::"'~...y 
De:':'::+Y'O':":c:r W~· GAS ;W.;~ 

"', ',.' 

•• 

:"""'e: 
:. ,;'0'.: 

. , . •. ~..::ated.. ° . ' 

?':::rcl::.a!Ses :E.s'e~...ed 

. ':e'tal 
~ . o· 

?.a:' ... :. A'x3 . 

" 

l. C::r.:e::.t A ve::age 
COst o~ S"r..e: Gas S~l:r 

a.. De::lal:t!. 0lC'ge 

b 

e .. 

d. 

:. 7e-f~..eo!Ave::"Sge u=.~ Co~ 
O't Ga.s (~) + (g) 

2: C:::: ... e~-e 3a=e ~e-f#....e-.i A?~ 
Cc~ o! Cu 

3 ~!.:l Ave::oage 'C-•• !:: Co~ O'! 
Gas' (1-=) - (2) 

4 o~~s~ ~ (3)x (l~) 

5 Zal .. A::t!:... (as o! ~....st 3!.-; 1979) 

6 ?::oV"..s1o: ~or ~cl:~e ::"e-eza::c! 
t1.ttecllect:bl~ ~'JUeable 
Ace=: x 2.0:;S y 

1 ~...a:.?"...A'~ (~) "I; (5) ... (6) 

Ca.) ,(~5" . 
. 

(4)' 

2fi52',COO M~/e. '$ 2 .. 1309:M='!c. $ 5,c51,l4r 

. i9,,462,497& ' 2.)a4s~u Sl.89,L.7a,324 

6~ 

1,8'72,,255& 

273"'j50~ 

, . 
, 2.5850 ~u ' s. L.~9/n9 

4 .. c83Z~3t::. S 1,336;·176.' 
SZOl,.$53 ,026 

25_06~/lhe:.m ' 

15.09lep/~6 

~ ,. . .,.',. ~'O· .~'~. , 
~ -";,~'I' -;0-', ,; " " , 

y ~ authori:z:ee b7 De~....s:!.on No. 91ctrr in ~hern 
c.a.:I.i!0r:l1& Ga:s. ~f s A::>pl!.cat.ion 59146 Y .P:"l'icable k::o\%t • PGA 

• (h.)~5)~-5:c,t ?..e.'te ;\e-fco;.e ::::C::-~~e 
- SO,22S,S46 + 13,166,.056 - Z'j,:n:.,5'-S - 69,615~:3S1 
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, Gas ~e'"'~ ___ e:t . 
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(SoUt"Ce: Ex.'li bit :ze. 7 Page 4 - :3) 

ccs::: (JF ~::::. ~. 

: ;6 ?ue!. 0""':" 
: $foa~!. 
:tev . F(~~ . : 

• 
1F2 ::'.leo!. O~ : 
e/~llol! : 

:c.r : ::~~: . Re~~ee ~~S : . 
;.rn· ..... f 3 
?eb:-ca...""Y 2: 
Ma...-:h 2 
Ap:J..l. 3 
Me.y2 
.iUce4 
.:ul73 
A~:~ 
'Se~e:'4 

Oc*..obe:- :t. 
!"iove:be: :!. 

':"ve-"'":.6e , 
St:l.. ~ Ac.j-=-:--e:-: 
'(=z.:,le ~). 

o _~ Sul... '*"= O'f-:!. ?:-:.ce 
=:a.::s:?O:-... 3:~O::l. Cos': 
Sues :a..~ 

, .... 

. 9.90 
9.50 
9 .. 50 

14.00 
14.50' 
16.50 
16-i5 
:t.B .. oo 
18.40 
18.SO 
19..20 

lB.8; 

~ 
23.05 

.jO 
1.10.7 

26 .. 02 
42.24-

10.:'0 
10.10 . 
10.10 
14.,25 
:t.5.oo· 
1.7. CO 
:t.1-50 
la.50, 
18.80 
19·60 
20.00; 

='9·80 , 

i·oo 
24-.00 

.70 
~ ..... 
ZT~OS, 

43 .. 88 

34.20 
37~35 
38.50 
42.l0 
43.85" 
49:.85-
60.00 
62.75 
64.00 
69J.0 
'n...25 

70.1.8 

1 .. 41 
I. "'0 ..... ; , 

,75.83 

55.44'" 

30.30 
38~ 
41-00 
;.s.OO 
46.50 
59~50 
62.75 
70.00, 
15.00' 
7'5 .. 00 
-400 I ,., 

~ .. 41 
I 5-0.!.. , 

So ' ,. :.~., 

57.71 

- .. 
(l.) '~e: ?'...:a.~.& 01lc,..--:.::17 ':eror-....ed. ~C:::' :~~ ~.,~ d.a.y o~ ea.c ::IOrr"'...h~ u.s .. 

Ta:k ca: ~ck ~:-; :.ot:~ 'L.A../s S.. , 
(2) '!1o.6 ~el ,rices ~:-~ !or ::axi:n;c 3$ sul-~ eocte:t ~el oil .. 

( l~)) $;/bbllUl-~ a.<ijus-...::e:l:~ base'! 0::' :able I.-B. . 
~ Sales ~x U~~: ~ 

(5) Sea:t~ Va.lue #6::'uel C~ • 61 .. 6 -:.ce::.":2/3bl 
#2 F'J.el O'f..l • 58 .. 5 ~e.."":$/Ebl 

(6) E&':i:e."!.ec! -:'~:-.. a::,iOll eoS't ~cr 20 :::':-c <!e!.!..,-e:-f at. c:?'OC. ~~c."t. ~~:-: 
:::'&t.es: . 

#6 F:lel ~..J. • $0 .. 70 /'E'oj 1. 
#2 7I1e1 ~..J.. :l..4:t.~~:' 
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SH'~V -;0,'...,.,-.,.,. ~ ~~':!L -:0-.:- 0""" - . ......... · .. ~_ ..... c .• _ ... 1f";l .. -.... ...... c.....w... ' '1 
(·;,r-';::ed ).ve::---se Y.oe~ ~~ve::eC. Co~ !:I.cl.l:~~ Sale:s :ax):' 

· " No.:> FaeJ.· 011 . : •. ... - It=. :. (lev SuL~) ." .. . 
· : SDG&E : ?C&E : sa : · 
A-=r~ 

',. 

$/:sb1 .' 18.ll l7:'70 19-92-
~e-.""!aS/:Eb1. 61.60 6l ... 80 6J..09 
¢/~e::: 29.40 2S.64 32.60· . 

YAy 

$/:sbl. 18.40 11.54 2o.oli 
:!le:=/Bbl & .. 60· 61 .. 75 6l~l2 
¢/':::J.e:=. 29.87 . 2e.l..O 32~ 'i9' 

~e -
$j'Sb'J. 1.8.7 .. l7.53· 20~!l.I. 
~e!':S/'S'ol. 61 .. 60 . ol-71 6l .. 14 . 

. ¢/-::he==.. . 30.l.2 26.4C: ;2.sJ.l. ,. 

.ib:l.". -
$/:sbl 21 .. 81. 19:.39 22.72"' 
':he:::n4/:abl 6l.60 61..63· 61.24', 
¢/~e==. 35 .. 40 31.46, :rt..:1O 

Att.e;US't. 

$/:&l 21.91 19.86- 23.21 . 
~e:::a/:sbl 6J..60 6l~63 60 .. 91 
¢/=:.e= 35~67 32.22 3$ • .lO' 

Se-e:~c' 

$/:6b:!. 23.99 20.5:- 23~84. 
~e-,./3bl. 61 .. 60 6l.76· 6l.l3 
¢/'!':.e:-:. 38 .. 94-. 3:>~·. 39~ro. 

Oe-=ooe:o' 

$/3bJ. 24.05 24.10: 
~e.."""::S /E'o:l. 6l.6o 61~O; . 
¢/Z;e- 39.04 39.6i· 
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A?PE:mIX E 

SDG&E TA...'UFF CUSTOMER CUSSES 

NAnJRAL GAS SERVICE. 

Residential 
GS - MUlti-family~ sUbmetered. 
G't - Multi-family ~ submetere~~ mobile home parks. 

GR - Single family. 

GM - Multi-family, master metered. 

Tier -
I (Lifeline) 
II 
III 
IV 

Cocmercial and Industrial 

GN-I - Priority 1. 

Summer 
0-26-

2&-81 
82-162' 

Over 162 

Therms 
Winte:r 

0-81 

82-162 
Over 162 

GN-2 - Ptiority· 2 (excluding electric utility sta.rtup and 
igniter fuel)... , .. 

GN-3 - Priority 3 .• 

GN-4 - Priority 4. 
GN-S - Priority 5 (intra company sales). 


