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On February 27, 2007, Administrative Law Judge Long and Assigned Commissioner
Bohn issued the Scoping Memo And Ruling Of Assigned Commissioner And Administrative
Law Judge (hereafter, “Scoping Memo”) in Southern California Gas Company’s (“SoCalGas”)
Test Year 2008 General Rate Case (“GRC”) and San Diego Gas & Electric Company’s
(“SDG&E”) Test Year 2008 GRC. Pursuant to Rule 11 of the CPUC’s Rules of Practice and
Procedure, SoCalGas and SDG&E (collectively referred to as “Applicants” in these consolidated
proceedings) by this motion seek approval of memorandum accounts to ensure that the utilities’
2008 revenue requirement are recovered over a full year. While the schedule set forth in the
Scoping Memo allows for the possibility of a final decision to implement test year 2008 revenue
changes on January 1, 2008, and SCG and SDGE are hopeful that this will occur, procedural
delays could (and in many GRC proceedings do) result in a final decision after that date.
Therefore SCG and SDG&E are requesting approval of memorandum accounts to address this

potential outcome.
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The requested relief is consistent with the Commission’s past practice in Applicants’
earlier proceedings. For example, in D.03-12-057, the Commission authorized a memorandum
account for each of the two utilities to track effective January 1, 2004, the Test Year 2004
authorized margin for each that the Commission would later authorize in a decision in Phase 1 of
the proceeding some time after January 1, 2004. The Commission authorized memorandum
accounts in D.03-12-057 to ensure that the results of Phase 1 would be applicable for a full year
in 2004. In D.03-12-057 the Commission found that a delay in implementing rates without the
safeguard of a memorandum account would constitute unfair treatment,' and the same is true
today.

The Commission has a practice of establishing memorandum accounts to allow GRC
decisions delayed past the start of the test year to be effective as if the decisions had not been
delayed. In addition to the SDG&E and SoCalGas decision cited above, the Commission has
previously authorized similar forms of relief for other utilities in their GRC proceedings,
including Pacific Gas and Electric Company in D.06-10-033, Southern California Edison
Company in D.06-01-020 and D.03-05-076, and Southwest Gas Company in D.03-05-032.

The relief requested is fair and reasonable, as it will minimize any rate shock caused by
an untimely decision” and a subsequent need to recover the adopted revenue requirement in less
than a full year. This motion is also reasonable given that memorandum accounts must be
approved and established in advance so as to avoid possible retroactive ratemaking problems.

“In order to carry out its ratemaking duties fairly and orderly, the Commission has
decided to parallel the prohibition against retroactive ratemaking by requiring that the
establishment of a memorandum account not be retroactive. That is, the memorandum
account can start to record debits or credits only prospectively from the date the account
is authorized. In that way, if recorded costs are subsequently approved for recovery in
rates, there will be no confusion or entanglement of issues regarding retroactive
ratemaking.” D.03-05-076, mimeo p. 7, citing D. 99-11-057, 1999 Cal LEXIS 769.

The Commission has stated that memorandum accounts are the “usual practice” of avoiding
retroactive ratemaking problems, although not the only means used by the Commission, and they

are not required by Section 728. See, e.g. D.01-05-064. The Commission has also stated “...that

' D.03-12-057, mimeo, Finding of Fact No. 2.

* SDG&E and SoCalGas note that the schedule adopted in the Scoping Memo puts evidentiary hearings
considerably later in the year than the schedule proposed by Applicants. Although the proposed schedule in the
Scoping Memo appears to allow for a decision before year-end, it is possible that delays will occur and that the final
decision will not be voted out in time to implement by January 1, 2008. Prudence therefore dictates the present
motion.
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interim relief that leaves ratepayers and shareholders indifferent to the actual date of the
Commission’s revenue requirement decision is fair from the perspective of both ratepayers and
shareholders. (84 CPUC2d 253 (1998).)” D.02-05-032, mimeo at 6 (emphasis added).
Adoption of memorandum accounts is also consistent with the Commission’s “policy objectives
of holding utility shareholders and ratepayers harmless for any required procedural delays,
removing incentives for any party to seek or promote delay, and providing parties and decision
makers with sufficient time to review and analyze record.” D.06-05-016, mimeo at 350.

In short, neither Applicants nor ratepayers need be harmed if there are unforeseen
procedural delays, or if the Commission does not have sufficient resources to conclude these
proceedings on a timely basis. In the present proceeding, memorandum account treatment is
both fair and reasonable, as it will minimize possible rate shock caused by an untimely decision
and a concomitant need to recover the adopted revenue requirement in less than a full year.

Section 728 of the California Public Utilities Code permits the establishment of rates
prospectively only. However, the Commission has a long history of using memorandum
accounts to avoid retroactive ratemaking problems. In D.99-11-057 (1999 Cal. PUC LEXIS
769) the CPUC stated:

The Commission's consistent policy has been to authorize memorandum accounts, which
are essential ratemaking tools, to operate prospectively only. This policy parallels and
avoids potential conflicts with the well-established prohibition against retroactive
ratemaking when the Commission subsequently determines the amount of the costs
recorded in the account that are reasonable and recoverable in future rates.

In D.01-05-064 (2001 Cal. PUC LEXIS 419, *42) the Commission noted that use of regulatory
accounts had become the standard (albeit not the only) means of dealing with retroactive
ratemaking issues:

TURN's argument assumes, without citation, that creation of a balancing or memorandum
account is the only method whereby the Commission can allow a utility to collect sums at
a later date. This is simply not so. At most, Section 728 requires a prospective
authorization to recover the revenues. While the Commission often accomplishes this
result through balancing or memorandum accounts, that method is not required by
Section 728.

By D.06-01-020, dated January 12, 2006, SCE was granted authority to establish the GRC
Revenue Requirement Memorandum Account (RRMA) to track the change in revenue

requirement adopted in its GRC proceeding during the period between January 12, 2006 and the

200838 3



effective date of the final decision in SCE’s GRC, which was D.06-05-016 (May 11, 2006). The
Commission noted that:

The Commission has a practice of establishing memorandum accounts to allow GRC case
decisions delayed past the start of the test year to be effective as if the decisions had not
been delayed, notwithstanding the general rule against retroactive ratemaking.
Id., mimeo at 349 (emphasis added).
Decision 03-05-076 authorized a memorandum account for SCE to track the requested base rate
revenue requirement during the period between May 22, 2003 and the date a final decision is
adopted in SCE’s GRC. D.03-05-076, p. 1. Similarly, in D.03-05-032 the Commission
authorized a memorandum account for Southwest Gas to record the margin revenue shortfalls
(i.e. the difference between current rates and any new rates ultimately authorized by the

Commission) caused by delay in the requested rate relief in Southwest Gas’s Application 02-02-

012. Similar logic applies in the present proceeding.

SDG&E requests that the memorandum account applicable to the 2008 authorized base
margin for SDG&E operate so as to provide that SDG&E recovers exactly the margin that is
ultimately authorized by the Commission for the period from January 1, 2008 until the effective
date of a decision later in 2008, regardless of the level of electric and gas sales/throughput in
2008 until the decision is effective. Any recoverable shortfall, or refundable over collection,
should be determined on actual sales during the interim period between January 1, 2008, and the
decision date based on a pro rata allocation of the authorized revenue requirement. This is
consistent with the authority granted in authorizing a memorandum account in Phase 1 of
SDG&E’s previous cost of service proceeding. SoCalGas herein requests that the memorandum
account applicable to the 2008 authorized margin for SoCalGas operate so as to provide that
SoCalGas recovers exactly the margin that is ultimately authorized by the Commission for the
period from January 1, 2008 until the effective date of a decision later in 2008, regardless of the
level of gas sales/throughput in 2008 until the decision is effective. Again, this is consistent with
the authority granted in authorizing a memorandum account in SoCalGas’s previous cost of

service proceeding.
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CONCLUSION

The Commission can and should grant the relief requested and permit memorandum

accounts to be established to prepare for the possibility that the Applicants” GRC decision(s)

may not be issued in time to change rates on January 1, 2008. Such relief is consistent with the

past precedent, warranted under the circumstances, and is fair to all parties.

April 16, 2007
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