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1a the Matter of the Application ol

SAN DIEGO G&S & ““C:R ol COu_nNV‘*or _ :

Authoricy to Increase izs Zlectwic Applicat 'on.Yo 56409
Rates anc Chazges in Accoxdance wich C“zled Ja ua*y 29, _QSO)
the T Znexgy Cost Adjustment Clause e

in its Electzic Tariff Schedules

Jefizev Lee Gurtero and William L. Reee{ o 4
ATTOTzeys at Law, Zor applicant.
Joen W. Wi--, City Attormey, by Williazm S.
Stcaffran, Deputy City Ac torney, Iox CLty
of San Dzego- and Ronald =. n"dn-sc“, ATTOrReY
ac Law;hO“ Souvtrern (ALiZornid =cison
Companys. te*es.ec parcies.
Jexmes T. Ouimn, Attozney at law, for the
Comﬁiss on staff. ' |

C2INZION

Sumzmary -~ |
San D ego Gas & Elech_-c Company (SDG&E) ' is au"

to increase its EZnexrgy Cost Adjus t Clause C”CAC) =52 l_n
factors to Tecover Increased ene:gy-re.ated expense necessa*y
to sexve its customers. The increase\will ianeéSé‘:evenue oy
approxizactely $152.3 million 2nnually, or 23.6 pezcent.

Taz decision au.ﬁor zes amortization of tne balancxrc
account over a six-month pe*loc v'.?.t:‘:xe.. tha1 onc year Thls o
shculd help alleviate cash f{low an f;nanchug o*oblems whxch
SOG&E xs.etoe:xe:c*ng._f.h_s znc*ease in electri '{*ates w:ll
not increase SDGSE's rate of return; it . is 2 direct of set"o-
the utility's crergy costs. |

The reasonableness of certain utility pracéiéés:telé*ed‘a
to Zuel purchase expense and the imclusion in ECAé'éf; tain.
categories of expense *elated o fuel puzchase are ﬂat“e*s at:
issue in a generic ECAC inve ation (OIT 56) . The Commxss.on‘s
Decision No. 91277 in OII 56 ordered that issues 'elatihg“tofthe ”
reasonableness of recovering particular items of expense be ‘
ceferred from current ECAC proceedzﬂgs untll subsequent such ‘leacs.
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Therefore, the authorization of rate increases by this decision

does not comstitute a fizal decision as to the-reasoﬁableness of‘Luf‘

SDGEE's fuel expense for the recoxd period ’ '

" Tmé increases in ECAC biiling factors authorized by

this decision produce a nonlifeline residential average rate which

is nearly 41 percent above the lifelime average rate, a slightly '

increased differential whick is expected to encourage conservatLOn
which is consistent with previously adopted Commission polzcy._
authorized b;llzng factors assign an approw;mately equal certs.
kWh increase, on the average, to each customer class, conszderzng‘
residential class as a whole. o |

Decision No. 91106 ordered SDGSE to prepare 2 study to

determine the effect of price on elasticity of demand for customeszs

whose usage exceeds the lifelinme quantity and customers-whose«

usage usually stays within the lifelize écan:*:y- The study is mot

yet completed., This decision recuzres the study to be nresented

with SDGXE's rexs abollcation for a= 3ZCAC or general-rate increase..
dackzround

The instant 'application requests au;ho:icy :o,increase‘
the ECAC billing factors as follows: | !

Tvoe of Service - Present Rate= L/ R Proposed’ Rat

Domestic lifeline 2,610 -*-,“ 3.620
Domestic nonlifeline 3;834:_‘ : L 5. 569
A1l other schedules 3.732 . s 190

SDGSE estimates that the Tequest will increase revenues by an
estimared $152.3 million anmually or 23.6 percent.

. - A duly noticecd public hearing was held belore Adm_nls~*at
Law Judge O'Leary at Sam Diego on Maxch 10, 11 and 12, 1580. rhe‘
Datter was submitted ¢n the latter date. - -

The ECAC billing factor recovers expense a utility
reasonably incurs Sor electrical emergzy or the fwel necessary to
produce suc“ enexgy, aznd as fLel and ene*gy costs ‘zave escalatgd
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the ECAC bmlli“g factor represents a very. substantléi”bortxon of the
customer's electric bill. The ECAC billing factor, and ECAC as a
ratemaking mechanism, allows dollar-for-doilax ecove*y of ene*gy-
related expense £or the utility, but despite the offset. nature of
ECAC, the utility has the buxden of demonstrating the fncurred
energy-*elated expense to be recouped through EZCAC is reasonable
ard.p*uden: (which would justify che Commission's authorizing highex
rates To recovexr the expense £rom customers). The tocul ICAC billing
Tor at any given time is comprised of two components:

(1) the balancing rate component is designed to cleaxr the
acezued balance in the balancing accownt over a lz-mbnth'pé i
(che balance can be positive or negative, depending on whethe*
the existing billing factor recovered £oo little or too much with
Tespect to incurred enmergy-related expense); and (2)5the offéé: |
rate component recovers fuel-related expeanse dased on a :elativély
recent 12-momth recorded period. Obviously, if the offset rate
cozponent is based on recorded pexiod cond: tions.thatfvary'froﬁ
acteal conditions while the x _sed offset rate’is‘iﬁ‘effect,“
there will be a resulting over- or under-collection In the
balancing account. In this proceeding, the *eco*d period with
respect to the balancing account (or balancmng rat e) is the
period Avgust 1, 1979 through Decexber 31, 1979 and the recorded
riod for emergy-related expense is based Qn*che,yéartended
Decezber 31, 1979. -

Pending Generic Investigation

The Commission presently has an investigation‘in progress
into the operation of ECAC (OII 56) with various p*oposais for
modification or refinement of the exist ing clause and related rules
and procedures. In view of substantxal current undercollectzons and
cash ‘low problems, our Decision No. 91277, issued. Jannary 29 1980, in
QII 56, oxdered thaﬁ issues relatxng to the *easonableness oL recoverzng
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particular items of expense be deferred 'from the next’ ECAC
proceeding of eack wespondent utility until subsequent proceedxngs.
For these reasons, the avthorization of rate increases by this
decision will not comstitute a final determ&na ion as to the
reasonableness o0f SDGSE's fuel expense for the record perzod.

Tncluded in OII 56 axe specific issues concerning:
particular categories of expense that kave or have not been
allowed in ECAC previously amd Zay ox nay not be alléwe&'in the
future. Following the final order in OII 56 we will reexamine.
the record period of this proceeding (and any subseqpent SDGSE
ECAC proceedings) and make appropriate. adguscments to -eflec*'
the operation of the revised clause as if it had been operat ve
at the time of the filing.
Develovment of the Revised Offset Rate

SDG&E indicated that, basec on energy-related expense
(which the ECAC billing factor is to recover) for the 12 months
ended December 31, 1979, it had incurwed energy-rela:ed.ex?ense
of $66.5 million in excess of revenue 3e=e-dted by cu*rent ECAC
billing factors. No party took exception to SDG&L s development
of tkhe net amount of incremental ene*gy--ela ed expense to be
recovered over the coming 1Z-mouth period through the offiset rate;
and if the incremental amount to be recovered ($39.2.m_l1~cn),
varies with recoxded experzence the d;ffe*enqe will be reflected
In hhe balancing account. SRR

m—
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Develosment of the Revised Balaneirng Rate

The record period In this proceeding ‘or review of
the ZCAC balancing account is August 1, 1979 through December 31
1979. Tollowing is the development of the ending balance 2s
preseated by SDGEE: ’ : "

Sumwary of Tnergy Cost Adjustment Account Zxtries
August L, 1979 threugh December 31, 1979
(Thousands of Dollars)
: Tuel Related

Allocated Revenue From , ‘

Beginming Sxergy O0Zfset OfZ-System Ol Sale . ...nd:.':.g
Month Balance Sxmense Severme(l) Sales - Toss = Interest 3Salanmce i@_

(979) - (a) (o) () @ (e) IGHE (g)

"Avg.  16,199.3 29,670.k 2L,L2L. 5.k 351 109.7 22,525.0
Sext  20,525.0 31,380.9 25,749.0 22L.5 —_— 113 27,076.7
Oct.  27,076.7 29,7911 26,839.7 135.3 (338.3)(2) Luk.9  29,699.4
Nov.  29,699.h 31,7C4.0 25,089.9 « ——" —_— 192.5 36,506.C
‘ Dee.  36,506.0 35,135.3. 25,786.7 —— _ (93.1)(3) 2873 45,798.8

Total iemTizmenss 2.2 (59%6.3) . 85T

Includ.es applicable revenue Irom offset rates, balancing rates, DWR Sa...es,:‘ |
the 20SA Amortization Pursuant to Decisions 90&0... and 9C882 and -e....ects
the ZCAC portion of l."..‘.‘eL:e reiunds.,

Adjustzent Zox December 1978 disaslowed alumizux loss pu:suant o
Decision 90822 Iz Application 58856. Negative Izterest eflect of
519,219 reflected Iz Coluxn ().

Inclucdes $35,300 negative adjustment for Februaty and March 1979
Prel transacsion losses desallowed Yy Decision $11C6 iz
Apcifcaticn 59108. Negative Interest eflect ol $1,939 meflected
in Column (£) and $11,800 adjustment to the December gains, to De
wooked in Jamuary 1980, whick relates to the Decexber 1979
Moore-McCorzack trazsaction.

Sum.-of Co"_mmza.-v-o-c-d-re-e-"

-




SDGSE proposes a balameing rate of 0.942¢ per KWh so
that the $45.8 million undexcollection in the ECAC balancing |
account will be amortized over 2 six-month period rather than.

2 ome-year period in oxder to a2llevizte cask £low and firancing
problems which SDGE&E is experiencing. The Commission staff
believes that the awortizatiom of the balancing account over a .
six-month period is justified by preseat circumsténCég;_.The;
City of San Diego took mo position with respect'tc‘ﬁhe'Sixamcﬁth
anortization proposal. ‘ ; |

SDGEE has incl uded $948,206 plus interest onr this amount.
of $21,300 as a debit to tke dalaneing account to customers wio bad
not received the £ull lifeline zllowamces to which they were entitled
(e.g., for electric space and/oxr water heating). The issue of
refunds was fully discussed in Decision Yo. 91106’dat2d”Décember 19,
1979 in Apollcatzon No. 59108 (SDGSE's last ECAC appllcation), ‘and
need not be repeated hereinm. )

Tke city of San Diego questions whether SDG&L shculd
collect interest on the amounts that were refinded to the,cus:omers
whick interest in this proceeding totals $21,300. In_theflastf'

ECAC proceeding the Revesue Requirements Division auditor who
testified reguested tzat we defer 2 cecision on the rezsonzbleness

of SDGEZ's ratemaiing treatment of tke refimds pending further
iavestigation. Iz Deczs;on Y¥o. 91106 we stated "We wou_d 1mke the
berefiz of our stafi's avalysis of this Issue a:te: inv est*ga::on.
Although the request to defer a decision on the *easonaoﬁeness of
this issue was not Temewed iz this proceedic g; we will agaia cdefex

a decision since the sta‘f's investigation is not yet cormpleted.

It is expected that the staff iznvestigation will be ¢otpléted azd

2 recommendation will be Dresented atf the next ZCAC oroceeding.‘

Cne 0f the issues the auditor rom the Reve*ze Requiz e_encs Divisi o
raised is whether the customers :ece_v:ng the relunds snonlc *ece~vef
interest on the amoumts of the refunds. We will also defer 2 deci ';o*ﬂ

on this isswe twmtil after the complietiom of the investigation and
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tﬁe presentation of a recormendation by our staff. Je w1 allow

SDGEE to recover the $969,90C in gquestion th:ougn the balarc g

rate adopted hereiz, s*ngect ) adgust ing the balance‘ suosec"ent

ZCAC proceedings. |

Rate Desiom o
SDGE&E proposes aa ECAC oxll.ng factor (comolned oalanc ng\‘

rate and offset rate) in ceats pex k‘:Ib. as follows.; ‘

o

Cuz*ent Rate ,x‘ Provosed Qate

Lifeline - ‘ ‘ 2410 . 3.620
Domestic Nonlifeline 3. 834 '," "' 5.569
A1 Other Schedules 3.732 - 190

The Proooseav:ates weze developed to produce a szel ne average
rate which is 17 percent less than the proposed total average systen
rate. This is the same dIiff tial contained in curre“c Tates
which were authorized by Deciszon No. 91106..

The Commission staff believes that the zmates pr onosed by
SDG&E are reasonzble., The staff states that the proposed. rates
£21l within cur guidelines establishedfor Pacific Gas and Zlectric
Company iz Decision No. 91107 dated December 19, &979.

In that decision we established a polzcy hhat electrzc
rate restructuring between classes of sexrvice be accompl shed only
zn.general rate proceedings. We set as oux standards for zhe *e-
vision of ECAC bi lling factors that the nonlifeline reszdential
total average rate should remain the highest rate on the. system
and sbould be set 35 to 50 percent above-tke 1i elmne total ave*age
zate, and that | o

"ifeline and nomlifeline residential ECAC

rates should be calculated in relation to

a single ECAC rate for nomresidential customers,

so as to assign an equal cents per kWh increase,

on the average, to eack customer class ancluazng Ps
the zesidential class as a whoba- _'f o %ﬂ%.

————— e

\
W
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In this case the rate desxgn proposed by SDG&L—lnC“eaSES
the percentage differential between the lifeline and nonl;felzne
residential total average rates from the current 38 percent to
nearly 41 percent. This modest increase in the spread becween
lifeline and nonlifeline rates is entirelw cons;s t wm*h the
policy established in Dechszon No. 91107 and is warranted as am
incentive to- comservation among residential customexs.whose
electricity usage exceeds lifeline allowances.

We will adopt the rate de81gn.u-oposed by'SDG&E and
found reasonable by the stafs. We w1sh<to make clear, however,
that it is the conszscency of such rate design with- the standards .
enunciated inm Decision No. 91107, rather than the 17 percent .
differential between lifeline and total average system rates,
which comstitutes the basis for our decision om this»iéSﬁe;‘~
Elasticity Studv o | | B

O*der:“g Paragrapn 3 of Decision \o. 91106 ordered
SDGEE to: "(2) Zxpeditiously undextzke to 2pply accepted statistical
methodology 2ad study the comsumption patteras of its dosestic
electric customers before and after this and suosequenb rate iInmcreases.
A zandom szmple of customers wko uswally exceed the llfel ze an°n::ty
and ome of those wko uswally stay withic thet quantity:sh culd te
studied %o determine the ef‘ec* of pxice on elasticity of cema .
for botk categzories of customex. Detal 1s of this s*udy shall be
cooxdinated by SOGED wizh the Commission’s Electxic aznd Z e*gy

Consexrvation 3razcres. The'*es* lts sk2il de. o*ese:*ec phed suusgqu oot
ZCAC and gezmeral zate Iinerezse o*oceed izgs. (o) ena*e -o:;-




56409 x/3n

presentation iIn subsequent ZCAC and general rate proceedings
information similar to that contaiced ia Zxhibit 9, om 2 seasonally
adjusted basis, that illustrates consumption pexr average customer

by customexr class. ' (¢) ?Prepare for presertation iz suosecuent
ECAC and genmexal.rate inc*ease proceedings information on what
perceat of domestic customers’ wusage falls within the kWh.usage
categories as set forth in Appeandix D. " With respect to the
ordered study, the staff belleves that satisfaccory prog:ess is
being macde by SDGEE and also believes that it is most izmportant
that SDGEE be allowed the time to make st a thorougn.and accurate
study. Iz Decision No. 91106 we statéd in discussing the study,
"It is, for exzmple, conceivable that we might £ind it necessary
to establish an ZCAC billing factor and/or a base domestic tailblock
rate at some usage poirt that provides a s~111 hlgbe- it price to
the domestic user who comsumes at levels. far in excess of esserntial
bousehold needs; such customers may be abusive users. who should
pay accordingly as tkeir high use likely contributes zo aeakrperzoc
generation demands.m We therefore, expect SDG&H-to presext
its comp7eted study iz Its zext ZCAC and ge*e*al rate apol camions.
Tindings of Fact - | ¥

1. 3Based on e_e*gy-*elatec expense ineurred in the 12 months-
ended Decexber 31, 1979, toe apnllcatzon of the existing ECAC
billing factor offset rate would result in "ecove“Lng-SGG S _lll*on
less than total e.e-gy-*ela ed expense.

2. As of December 31, 1979 undexrcollections ir the balanci
ac:éunt plus Interest therein totaled $45.8 nillion.

3. Revetue Requirezents Division stafZ-has not codmpleted
its investigation of the refunds to electric custozers wRo dzc _
poletd :eceive'p*one* lifeline gquanti reies woich *e‘uncs plus 1nte*esb,
in the amotnt of $969,506 weze credited to the oalanc1“g accoung-
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L. SDGEE can be allowed %o secure the $969,506 "o-‘
refunds tihrougk the balancing rate adopted in this n*@ceed_..g
subject ©o Cebiting or otherwise adjusting the oala...ce wpoz

finmal determination orn the reasonableness of the ‘*a."emak:.ng
Treatzext proposed vy SOEE. ' ‘
; 5. TUzder presext circumstances SDGEE can be ailc'»red' <0
azortize the balancing account over & six—:aénch;pe:-iéd.i'

6. The increases authorized zerein will increase
rovenues by approximately $152.3 nillion acnually or 23.6 percexzt.

ﬁr—‘ 7. 7The iIncreases authorz.ze?"/herem will - produce a

 nonlifeline residential average rate nea.rly 41 pe:.-cent above the
lifeline avexage rate, while imposing an approx:.mately equal
cents per sWh :.nc::ease on the average, upon each customer class.

-

" Conclusions of T ‘ ' B

1. The entries to the ...CAC ba_a...c_ng account cove—ed
. by *:.he record period under review Lereiz should be subgec* €0

further review for reasonablecess. , -

2. SDGEZ should de aumthorized to est ao'.’.ish the revised
SCAC pillizg Sactors set forth iz the followizg order: suchk
rates are fair, just, and reasonab_e, and to the extent subseque—'
review of balazmeing accouzt extries result = change., Lo the
balancizng rate, axy overs-colliection will be credited vc uhe
valancizng accommt.

3. SDGEEZ sherlé ve ordered o *a:-ese T L e..ast..c-‘ 5l
stedy ordered In Decision No. 91106 at its ..e:c‘:; ZCAC o
gezeral rave proceeding.

L. Trze following order should de ef.‘.‘ec‘a..ve Ze date
of sa.g;::.a*t:-e beca:::.se SOEE is incurring tke *“c*eased en e*gy-‘
*e..a.ued-ax:ae..se '::.:e -ev:.sed Tates are O *ecove '

L »
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IT IS CRDERED that: | -
1. Tre followizg Znergy Cost Adjustzezt Clause (ZCAC)
villimg factor Tates may be assessed by San Diego Gas & Zlectric
Compazy (SDG&E) upor filing mevised tariffs with the Commission.
withiz five days afver the effective date o:?_'th:‘."s' order. Such -
£iling shall be in corformarce witk Gemeral Order No: 96=Az L
Domestic lifeline | 3'.520¢/ka e
Domestic nornlifelime . 5.569¢/ k"ﬂﬁf
ALl other schedules 5.190¢/Kk |
2. The weasonablezess of eztries to SDGEZ's ECAC balancing
account cduring zke record period August 1 tb_;ctgh'ﬁécembe:‘* 3L, 1979
s subject to further examizavion in the subsequent ECAC proceeding.
3. The reascnableness of ezizies to SDG&E'S_ECAC ‘balancing
accouxnt during the recoxd peﬁod Jazwazry 1 througﬁ Jouly 31, 3.9:79“
is subject to further examinatior in the subsequent ECAC proceeding
with the exception of ofl sale transactions wb::c'::_wé-:?e_a ,d:f.'s'pdsed‘-'of' B
in Decision No. $1L06. | o

L. SDG&Z skhall present the elasticity study ordered in
Decision No. 91106 iz its mext ZCAC and gereral rate increase
applicatiozs. SR

The effective date of this order is the dave rereof.
Dated APR 15 1880 >, at San Frazmcisco, Califorxia.




