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SUMMARY

ADMINISTRATIVE & GENERAL (In 2025 $)!

0&M 2025 Adjusted- Estimated TY 2028 Change (000s)
Recorded (000s) (000s)

Total Non-Shared 58,498 72,407 13,909

Services

Total Shared

Services (Incurred) 6,782 8,257 1,475

Total O0&M 65,280 80,664 15,384

ADMINISTRATIVE & GENERAL (In 2025 §)

Capital Est. 2026 (000s) | Est. 2027 (000s) | Est. 2028 (000s)

Results of Operation (RO)

Model Project 212 168 0

Total Capital 212 168 0

Summary of Requests

The funding summarized above and described in this testimony is reasonable and

represents the necessary operations and maintenance (O&M) and capital expenses for Southern

California Gas Company’s (SoCalGas or the Company) Administrative and General (A&QG),

which includes Accounting and Finance (A&F), Legal, Enterprise Risk and Compliance

Management, Regulatory Affairs, and certain Executive Officers costs. The following testimony

supports the forecast of costs related to:

o Accounting and Finance analyzes, records, and maintains SoCalGas’s financial

books, engages in financial and business planning, supports internal controls and

compliance, manages regulatory accounts, and provides strategic financial

oversight and support;

J Legal manages SoCalGas’s legal matters, issues, and risks; advises senior

management; supports company goals in safety, reliability, and enterprise

resiliency; and supports compliance with regulatory and legal requirements,

including managing third-party claims and payments;

1

v

This table does not include the costs of Franchise Fees, which are presented in Section VIII.




Enterprise Risk and Compliance Management develops, implements, and
applies leading risk-management practices by integrating risk analysis into asset
and investment decisions, conducting data-driven and quantitative risk
assessments; oversees compliance with regulatory and company standards
including Affiliate Compliance and information management policies, and
manages credit-risk policies to adhere to authorized tariff rules and mitigation of
credit exposure;

Regulatory Affairs provides project management, policy development,
regulatory guidance, forecasting, economic analysis, cost allocation, rate design,
and tariff administration, while also managing proceedings and issues before the
California Public Utilities Commission (CPUC) and other regulatory agencies;
and

CEOQ, President and COO expenses related to the Chief Executive Officer,
President and Chief Operating Officer, who provide leadership that sets the
direction for SoCalGas’s employees, facilitating the delivery of safe and reliable

service to customers.

This testimony also forecasts the Franchise Fees expense and provides business

justification for one capital project, the Results of Operation (RO) Model Project.
The forecasted Test Year (TY) 2028 request for A&G is $80.665 million as compared to
2025 adjusted recorded of $65.281 million for an increase of $15.384 million. The cost drivers

behind the requested increase include:

Labor cost increases are largely attributable to higher workload demands driven
by expanding regulatory and compliance requirements. Additionally, labor cost
increases are reflective of changes in connection with the compensation
modernization initiative. Please refer to the Compensation and Benefits
testimony, Ex. SCG-16/SDGE-20.

Non-labor cost increases are largely due to an increase in outside counsel costs
resulting from wildfire litigation associated with the January 2025 Los Angeles

fires, as well as the shift and increase of banking fees from Sempra to SoCalGas.

In developing the forecasts for A&G, SoCalGas primarily used a base year forecast,

unless otherwise noted, as the 2025 adjusted recorded levels most accurately reflect the expected



staffing and non-labor needs required to operate. Regulatory, legislative and reporting changes
have, and will continue to affect future years, which makes the historical averages less relevant

or reflective of future needs for this cycle.

Vi
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PREPARED DIRECT TESTIMONY OF SARA P. MIJARES
ADMINISTRATIVE & GENERAL

I. INTRODUCTION

A. Summary of Administrative & General Costs and Activities

My testimony supports the TY 2028 forecasts for O&M costs for both non-shared and

shared services and capital costs associated with the A&G area, as well as Franchise Fees for

SoCalGas.
TABLE SM-1
Test Year 2028 Summary of Total Costs

ADMINISTRATIVE & GENERAL (In 2025 §)

0&M 2025 Adjusted- Estimated TY 2028 Change (000s)
Recorded (000s) (000s)

Total Non-Shared 58,498 72,407 13,909
Services
Total Shared
Services (Incurred) 6,782 8,257 1,475
Total O&M 65,280 80,664 15,384

ADMINISTRATIVE & GENERAL (In 2025 §)
Capital Est. 2026 (000s) | Est. 2027 (000s) | Est. 2028 (000s)
Results of Operation (RO)

Model Project 212 168 0
Total Capital 212 168 0
TABLE SM-2
Summary of Franchise Fees

ADMINISTRATIVE & Estimated 2026 Estimated 2027 Estimated TY
GENERAL (In 2025 §) (000s) (000s) 2028 (000s)
Franchise Fees 49,944 52,571 57,086

A&G includes Accounting and Finance (A&F), Legal, Enterprise Risk and Compliance

Management, Regulatory Affairs, and certain Executive Officers costs. The functions and

activities of these groups are described in my testimony and include accounting operations,

financial and business planning, financial reporting and accounting, regulatory support and

analysis, case management, legal and claims support and analysis, risk management, and certain
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executive officers costs. These functions are necessary in order to meet accounting, regulatory,
legal, and risk requirements, which make it possible to safely, reliably and affordably serve
SoCalGas customers. In addition, my testimony includes franchise fee costs and the costs
associated with one capital project, the Results of Operation (RO) Model Project.

My testimony discusses each of these groups in more detail below, including
summarizing the core activities, presenting the forecast methodology, and identifying cost
drivers. Overall, the A&G area is requesting $80.66 million, which is an increase of $15.384
million compared to 2025 (the base year). Cost drivers necessitating adjustments to the base
year include labor cost increases largely attributable to higher workload demands driven by
expanding regulatory proceedings, legal matters including litigation cases, and compliance
requirements and non-labor cost increases largely due to an increase in outside counsel costs
resulting from wildfire litigation associated with the January 2025 Los Angeles fires, as well as
the shift and increase of banking fees from Sempra to SoCalGas.

Examples of the factors and activities driving the need for increased labor costs include:

Increased CPUC Regulatory Activity: In 2025, SoCalGas handled an active CPUC
caseload of over 50 proceedings (Applications, Orders Instituting Rulemakings (OIR), Orders
Instituting Investigations (OII)) compared with around 26 proceedings in 2011 and around 37
proceedings in 2022. Included in those approximately 50 proceedings were 18 Applications,
with at least 11 more anticipated to be filed in 2026. Regulatory lag is also increasing the length
of time that proceedings are active, which requires additional resources to address the increased
volume of work (i.e., data requests, CPUC meetings, etc.) associated with ongoing proceedings.

Increased Complexity and Volume of Risk Related Analysis and Modeling: Since the
adoption of the Settlement Agreement Decision (D.18-12-014) in the Safety Model Assessment
Proceeding (S-MAP) in 2018 — which governed the Companies’ Risk Assessment Mitigation
Phase (RAMP) and RAMP integration into its TY 2024 GRC — the complexity and volume of
Enterprise Risk and Compliance Management requirements have continued to expand
significantly. The Commission’s Risk-Based Decision-Making Framework (RDF) has continued
to evolve through adoption of a Cost-Benefit Approach (CBA) in D.22-12-027, and further in
2024 with D.24-05-064. More recently, the Commission issued D.25-08-032 in August 2025.
Each of these decisions has introduced new methodologies, expanded reporting obligations, and

increased the analytical rigor required.
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The tables that follow within this testimony include both shared and non-shared service
costs. Non-Shared Services are activities that are performed by a utility solely for its own
benefit. Corporate Center provides certain services to the utilities and to other subsidiaries. For
purposes of this general rate case, SoCalGas treats costs for services received from Corporate
Center as Non-Shared Services costs. As described in the Shared Services testimony (Exhibit
SCG-22/SDGE-27), Shared Services are activities performed by a utility shared services
department (i.e., functional area) for the benefit of: (i) San Diego Gas & Electric Company
(SDG&E) or SoCalGas, (ii) Sempra Corporate Center, and/or (iii) any affiliate subsidiaries. The
utility providing Shared Services allocates and bills incurred costs to the entity or entities

receiving those services.
B. Organization of Testimony

My testimony is organized as follows:
o Introduction

o Affordability & Efficiency

o Accounting and Finance Division
o Legal Division
o Enterprise Risk and Compliance Management Division

o Regulatory Affairs Division
o CEQ, President and COO (Executive Officers)

° Franchise Fees
o Capital Costs
° Conclusion

I address the Company’s A&G request by divisions. I will provide summary tables for
each corresponding division (and subdivisions), which will include costs for both Utility Shared
Services (USS) and Non-Shared Services (NSS). Lastly, this testimony also forecasts the
Franchise Fees expense and provides business justification for one capital project. Table SM-3

below breaks down NSS and USS costs by division, excluding Franchise Fees and capital costs.
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TABLE SM-3
TY 2028 Summary of Total Costs excluding Franchise Fees
ADMINISTRATIVE
2025 Adjusted-

& GENERAL (In Recorded (000s) TY2028 Est. (000s) Change (000s)

2025 %)

NSS | USS | Total | NSS | USS | Total NSS | USS | Total

ACCOUNTING AND
FINANCE 16,343 -1 16,343 | 19,352 -1 19,352 | 3,009 -1 3,009
LEGAL 36,270 | 1,450 | 37,720 | 46,017 | 2,090 | 48,107 | 9,747 640 | 10,387
ENTERPRISE RISK
AND COMPLIANCE | 4,573 479 | 5,052 | 5,643 501 6,144 1,070 221 1,092
MANAGEMENT
REGULATORY
AFFAIRS 1,092 | 4,854 | 5946 | 1,170 | 5,667 6,837 78 813 891
CEO, PRESIDENT ) ) i
AND COO 220 220 225 225 5 5
Total 0&M 58,498 | 6,783 | 65,281 | 72,407 | 8,258 | 80,665 [ 13,909 | 1,475 | 15,384

C. Support To and From Other Witnesses

My testimony also references the testimony and workpapers of other witnesses, either in
support of their testimony or as referential support for mine.

o Shared Services (Exhibit (Ex.) SCG-22/SDGE-27)

o SDG&E Administrative & General (Ex. SDGE-23)

o SoCalGas Environmental and Sustainability (Ex. SCG-13)
IL. AFFORDABILITY & EFFICIENCY

A&G functions are essential to utility affordability and efficiency. They provide
foundational support for regulated public utility service across financial, legal, risk, and
regulatory, enabling informed decisions and sustainable operations.

o Accounting & Finance: promotes fiscal discipline, accurate reporting, and

strategic planning to support long-term affordability.

o Legal: efficiently manages attorney representation and the evidentiary record in
regulatory proceedings and in litigation cases, leverages internal expertise,
reduces transaction costs, enforces contracts, protects property rights, and advises
on environmental and permitting creating a stable and cost-effective operating

environment. In addition, the Claims group reduces litigation exposure by
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handling matters before they reach litigation, which is often more costly, and by
collecting from third parties when they damage the company’s infrastructure.

o Enterprise Risk and Compliance Management: prevents disruptions, optimizes
investments, and promotes transparency in rate structures, helping support
affordability to stakeholders.

o Regulatory Affairs: efficiently manages proceeding participation which enables
the CPUC to reach just and reasonable cost recovery findings; develops equitable
rate structures, such as the appropriate level of fixed cost recovery, supporting
customer affordability; coordinates resources; and promotes compliance with
public mandates, linking spending to customer value.

An example of supporting affordability includes SoCalGas seeking interim rate recovery

of integrity management programs,? resulting in decreased costs to customers through a
reduction in interest costs and reduction of rate shock. This effort involved a cross-functional
team from A&F, Legal, and Regulatory and results in savings to ratepayers. As another
example, SoCalGas’s Claims Recovery team, which is responsible for billing third parties for
damages they have caused to SoCalGas’s infrastructure, has significantly improved its efficiency
through multiple process enhancements, resulting in nearly triple the amount of recovered dollars
between 2021 and 2025. In addition to delivering near-term savings, these and other initiatives
are designed to create sustainable operational efficiencies that will help mitigate future cost
pressures, support long-term affordability for customers, and maintain compliance and service
quality over time.

III.  ACCOUNTING AND FINANCE DIVISION

The A&F division is comprised of the following departments, which are described in

greater detail below:

o Accounting Operations;
o Financial and Business Planning;
o Financial Reporting and Accounting; and

2 See A.25-08-008, Motion of SoCalGas for Interim Rate Recovery of Costs Recorded in the
Distribution Integrity Management Program Balancing Account (August 15, 2025), which was
partially approved by D.26-02-006. See also A.25-04-020, Motion of SoCalGas for Interim Rate
Recovery of Costs Recorded in the Transmission Integrity Management Program Balancing Account
(May 1, 2025).
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o Controller & Chief Financial Officer (CFO).

The A&F divisions of SoCalGas and SDG&E are led by a shared Chief Financial Officer
(CFO).? In addition, Financial and Business Planning of SoCalGas and SDG&E are led by a
shared Senior Vice President (SVP) of Strategy, Financial Planning and Treasurer.

Due to an increased level of support needed to address accounting and regulatory
compliance, as well as an anticipated increase in non-labor costs corresponding with the
resumption of in-person CPUC hearings and workshops, necessitating travel expenses, the A&F
division expects increased costs associated with the services it provides. In addition, A&F
expects increased cost pressures in the future to implement and manage more rigorous
accounting, regulatory, and legislative procedures and standards, implement the necessary tools
to file regulatory financial accountability reports, enhance records management for regulatory
standards, and other accounting and regulatory initiatives issued by the Securities Exchange
Commission (SEC), CPUC, and the other prominent accounting or regulatory governing bodies.
SoCalGas is seeking TY 2028 costs of $19.353 million compared to the 2025 adjusted-recorded
costs of $16.344 million. This increase of $3.009 million or 15.4% over 2025 costs is primarily
due to adding back the full-year impact of full-time equivalents (FTEs) vacant during this period,
as well as additional incremental labor needed to handle the increased volume of proceedings,

data requests, audits, and New Business projects.

3 SoCalGas’s request for labor and non-labor related to the Chief Financial Officer (CFO) can be found
in SDG&E’s Administrative & General testimony (Ex. SCG-23).
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TABLE SM-4
Accounting and Finance Division O&M Summary of Costs
A. ACCOUNTING 2025 Adjusted-
AND FINANCE (In |  Recorded (000s) TY2028 Est. (000s) Change (000s)
2025 %) NSS | USS | Total | NSS | USS | Total | NSS | USS | Total
1. Accounting 6,307 | 6307 7,360 | 7360 1053 -| 1,053
Operations
2. Financial & 6,403 | 6403| 7,097 | o7007| e94| - 694
Business Planning
3. Financial Reporting | 5 53 | 2530 2871 |o2s7| zar| - 341
& Accounting
4. Controller & CFO | 1,103 S| 1,003 | 2,024 S| 2004|921 Y
Total 16,343 16,343 [ 19,352 [ 19352 3,000 -| 3,009
A. Accounting Operations
TABLE SM-5
Accounting Operations O&M Summary of Costs
A. ACCOUNTING 2025 Adjusted-
AND FINANCE (In Recorded (000s) TY2028 Est. (000s) Change (000s)
202
025 %) NSS USS | Total NSS USS Total NSS | USS | Total
1. Accounting 6,307 | 6307| 7360 | 7360 1053 -| 1,053
Operations
1. Description of Costs and Underlying Activities

For TY 2028, Accounting Operations requests $6.307 million, which represents an

increase of $1.053 million over the 2025 adjusted-recorded costs. Accounting Operations

executes a variety of necessary and mandated activities, including analyzing, recording, and

maintaining the operational books and records for SoCalGas. This department is comprised of

the following groups: Asset and Project Accounting, Financial Services, Accounts Payable, and

Financial Systems. More information about each group is provided below.

a.

Asset & Project Accounting

Asset & Project Accounting is responsible for the accounting of SoCalGas’s rate base,

operational transactions, fixed asset management, asset retirement obligations, and collectible

projects. In particular, this group oversees the accounting transactions for work orders (i.e.,
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issuing, monitoring, and reporting); transferring construction work in progress (CWIP) into rate
base; analyzing and developing asset classes; preparing depreciation life studies; calculating
depreciation expense; forecasting plant additions; accounting for plant retirements; developing
and monitoring capitalization policies; general ledger account reconciliations; and performing
internal control test procedures prescribed by the Sarbanes-Oxley Act (SOX). Asset & Project
Accounting is also responsible for providing accounting guidance, such as classification of
expenses between capital versus O&M, FERC account assignment, allocation of overheads,
gathering of information, and analytical support for data requests.

Asset & Project Accounting is comprised of the Plant Accounting and Fixed Asset
Management subgroups. More information about each subgroup is provided below.

Plant Accounting is responsible for the accounting of the full life cycle of SoCalGas’s
fixed assets. These responsibilities include providing guidance to the organization on
classification of capital expenses and management of a variety of plant-in-service processes. A
core component of the plant accounting process is the creation of capital project work orders,
which requires the group to support various departments and project teams across the Company
for accurate accounting under both FERC and Generally Accepted Accounting Principles
(GAAP). The group monitors and reports on the recording of project costs and status updates to
comply with GAAP, FERC form reporting, and internal policies and procedures. This group is
also responsible for capital additions, which is the timely recording of transfers of completed
projects from CWIP to plant. In addition, Plant Accounting monitors and reports on capital
project authorizations for compliance with SoCalGas’s internal policies and procedures. Finally,
all quarterly and annual business controls and SOX testing processes for the Accounting
Operations department are coordinated through Plant Accounting to comply with the Company’s
accounting and regulatory policies and procedures.

Fixed Asset Management is responsible for preparing depreciation life studies
(including applicable Iowa curves, average service life, and future net salvage rate of assets by
account and class), calculating depreciation and amortization expense, tracking accumulated
depreciation, including cost of removal, accounting for asset retirement obligations, account
reconciliations, tracking all components of rate base, and computing the capital-related costs for
capital balancing and memorandum accounts. The group also manages the recording and

reporting processes for financing and operating leases. In the depreciation area, the group is



—

O 0 N N W Bk W

W NN NN NN === == = = = = e
S O 0 9 N N kA WD = O O X NN N R W N~ O

responsible for depreciation accounting as well as conducting studies of depreciation lives and
net salvage rates. The group is also responsible for sponsoring depreciation testimony and
analysis in connection with SoCalGas’s GRC filings.

b. Financial Services

The Financial Services group is responsible for managing shared services and shared
asset billings according to SoCalGas policy and procedures. This group sets the overhead rates
and administers the cost allocations and overhead distributions of all cost categories (O&M,
capital, and billings). The Financial Services group is also responsible for line extension
billings, sundry products, services billings, and damage claims billings. This group issues
invoices to third parties for products, services, customer advances for construction, contributions
in aid of construction, and damage claims that result in reductions to expense/capital. This group
also performs monthly analysis and creates reports for management to aid in the supervision of
financial activities.

Financial Services is comprised of Affiliate Billing & Costing (ABC) and Sundry
Services. More information about each subgroup is provided below.

ABC is responsible for establishing and administering SoCalGas’s overhead allocation
rates. This is integral to the proper allocation of costs between O&M and Capital as well as to
satisfy that billings to third parties reflect appropriate overhead costs. The group also calculates
and records Allowance for Funds Used during Construction (AFUDC) to work orders on a
monthly basis. As subject matter experts on overhead cost allocation, ABC provides analytical
support to a variety of special projects and studies used for internal management, regulatory
filings, and compliance reporting. ABC is also responsible for managing a portion of the
accounting close process and developing the information used to bill affiliates for shared services
and shared assets provided by SoCalGas. In addition to the primary responsibilities listed above,
the ABC department oversees the Company’s shared services and shared assets policies and
supports the annual reporting requirements related to compliance with Affiliate Transaction
Rules. This group works closely with the Affiliate Compliance department to comply with
regulatory decisions affecting inter-company transactions and accounting requirements. They
are also responsible for establishing internal orders used for tracking and billing costs that are

subject to billing to SDG&E and other affiliates.
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Sundry Services is responsible for the billing of products and services provided to
external customers, vendors, contractors, and other third-party groups.* This group is also
responsible for billing damage claims that may result in reductions to expense/capital. In
addition, Sundry Services is responsible for supporting SoCalGas with CPUC compliance,
policies, and procedures related to non-tariffed products and services (NTP&S). This department
conducts ongoing review and training for Sundry business management to guide compliance
with regulatory policy and procedures, as well as monitors and performs quarterly and annual
SOX testing of controls. Sundry Services coordinates and prepares the NTP&S annual report to
present to the CPUC and participates in the internal and external audits of NTP&S.
Additionally, this group is responsible for line extension billings for New Business Projects.

SoCalGas is requesting 2.0 incremental Staff Accountant FTEs dedicated exclusively to
New Business projects to address new and materially increased financial processing
requirements arising from revisions to Tariff Rules 20 and 21 pursuant to D.22-09-026. These
tariff changes eliminated line-extension allowances, refunds, and discounts, requiring applicants
to fund the full cost of construction subject to reconciliation. As a result, New Business projects
now require significantly more intensive applicant billing, payment application, reconciliation,
and audit-ready financial tracking, driving the need for additional dedicated accounting
resources.

c. Accounts Payable

Accounts Payable (AP) is responsible for timely and accurate payment of service and
material invoices and contract obligations for SoCalGas. AP also sees that payments are
properly authorized prior to disbursement, assists in resolving payment disputes, processes
employee travel and expense requests, maintains the vendor master information consistent with
SOX processes and controls, and works in cooperation with the Financial & Business Planning
division to post operational accruals monthly in accordance with GAAP. In addition, AP is
responsible for the annual Internal Revenue Service filing of 1099 and 1042 for reportable non-
employee and contractor payments. AP is also the full disbursement center for checks,

Automated Clearing House, and wire payments made on behalf of SoCalGas.

4 The products and services provided exclude commodity, transportation, and delivery costs of natural

gas.
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d. Financial Systems & Innovation

Financial Systems & Innovation oversees the financial systems of the Company. The
responsibilities in this area include business warehouse reporting, managing user security access,
handling trouble tickets generated by the IT help desk, and providing user training. This group
also supports the A&F division by providing technical resources to support large-scale system
implementations, development of specifications for functional enhancements to SAP (the
Company’s financial software system), and the development of information resources needed to
manage key business processes. Financial Systems & Innovation also supports business
innovations such as robotics process automations for mature and repetitive tasks, business
process automations for streamlining and automating workflows, business intelligence
dashboards for ease of exception monitoring and delivering relevant business insights in a timely
manner.

2. Forecast Method

A base year (BY) forecast method was used for forecasting Accounting Operations costs.
The BY forecast was adjusted for $1.034 million in labor to add back the full-year impact of 5.3
FTE vacancies during this period and 2.0 incremental FTEs to cover the increased workload
required to process New Business projects. These expenses will be included in the TY 2028
revenue requirement as forecasted. A BY forecast best represents a reasonable estimate of
annual costs for this work group, which provides essential accounting for SoCalGas’s fixed
assets, shared asset billing, accounts payables, and other related functions and support.

3. Cost Drivers

The cost drivers behind this forecast are primarily labor driven and related to necessary
and mandated activities. Additional labor needs are a result of increased CPUC regulatory
compliance and policy directives impacting the Company’s operations, assets, or investments.
For example, the accurate and timely recording of capital expenditures as plant records, payment
of all invoices, and other activities are critical requirements of GAAP and CPUC regulatory
guidelines and the activity continues to increase, necessitating the filling of vacancies in the base
year. In addition, the Company’s books and records are routinely audited by various regulatory

agencies for compliance with GAAP and CPUC guidelines. SoCalGas is requesting $1.034
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million® in labor for 5.3 backfills, 2.0 incremental Staff Accountant FTEs to process New
Business projects as a result of the increased workload to bill applicants, and $0.018 million in
non-labor due to the continued trend of resumption of in-person CPUC hearings and workshops,

necessitating travel expenses for members of this workgroup.

B. Financial & Business Planning

TABLE SM-6
Financial & Business Planning Division O&M Summary of Costs

A. ACCOUNTING 2025 Adjusted-
AND FINANCE (In Recorded (000s) TY2028 Est. (000s) Change (000s)
20259) NSS | USS | Total | NSS | USS | Total NSS [ USS [ Total
2 Financial & 6,403 | 6403 | 7,097 | 7007 e94| - 694
Business Planning
1. Description of Costs and Underlying Activities

For TY 2028, Financial & Business Planning requests $6.403 million, which represents
an increase of $0.694 million from 2025 adjusted-recorded costs. The Financial & Business
Planning department is led by the SVP - Strategy, Financial Planning and Treasurer,® who is a
shared officer with SDG&E.

The Financial Planning group is responsible for developing, measuring, and reporting
the financial performance targets and results of SoCalGas to internal management and other
stakeholders. This group directs the planning, development, and preparation of SoCalGas's
financial plan, budgets, and outlooks, including the balance sheet, income statement, and cash
flow statement. The group sets financial targets, consolidates the budgets of all Company areas,
and prepares executive briefings to report on the Company’s performance to facilitate decision-
making.

Responsibilities include compiling various inputs to develop financial plans,
implementing annual capital and O&M budgets, and developing reports and presentations to

communicate financial results to management and other stakeholders. These results are

An adjustment of $0.253 million reflects changes in connection with the compensation modernization
initiative. Please refer to the Compensation and Benefits Testimony (Ex. SCG-16/SDGE-20).

6 SoCalGas’s request for labor and non-labor related to the SVP - Strategy, Financial Planning and
Treasurer can be found in the Environmental and Sustainability Testimony (Ex. SCG-13).

12
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measured and reported monthly. In addition, the Financial Planning group analyzes and
implements strategies to optimize all aspects of debt issuances, including debt term, timing,

amount of debt issuance, and dividend and equity infusions. Responsibilities also include:

. Forecasting and analyzing short-term and long-term cash flows;
. Assessing financial market conditions to minimize financing costs;
. Analyzing adequacy of liquidity to finance the Company's operations at the

lowest rates possible for customers;

. Serving as witnesses and support members for the Cost of Capital, GRC, and debt

financing proceedings; and

. Performing compliance functions in support of debt and dividend issuances.

The Business Planning group provides budget, accounting, and financial support to all
divisions across SoCalGas. The group provides financial resources to support each division in
financial consulting, project costing, process improvement, and performance measurement
support and analysis. Business Planning directs the development, monitoring, and reporting of
all division budgets within the Company and supports the Company’s strategic decision-making
and performance measurement activities, cost planning, and analysis at the division level.

This group is responsible for the budgeting process and incorporates affordability and
efficiency savings into the resource allocation process to support a budget that deploys resources
effectively as intended. The group provides accounting support for cost center maintenance,
verifies internal work orders are established consistent with Company policies and accounting
rules, and helps support transactions being properly recorded. In addition, the group provides
substantial support with the data collection and preparation of the annual Risk Spending
Accountability Report (RSAR). Business Planning personnel also provide financial support to
regulatory proceedings and other compliance filings affecting their assigned division, including
support for GRC proceedings as lead and support planners, which includes developing the
forecast and assisting with testimony. Additionally, this group provides support and guidance
for various monthly and quarterly compliance and reporting requirements.

2. Forecast Method

A BY forecast method is used for Financial & Business Planning, with an adjustment of
$0.673 million in labor added to reflect the full-year impact of 2.2 FTEs that were vacant during

the year and $0.021 million in non-labor due to an increase in travel expenses resulting from the

13
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resumption of in-person CPUC hearings and workshops. These expenses will be included in the
TY 2028 revenue requirement as forecasted. This method is most appropriate because trends,
multi-year averages or other methods would not reflect the decrease in labor force that occurred
in 2024 and 2025 in direct response to the activities described above and the cost drivers
described below.

3. Cost Drivers

The costs in this workgroup are primarily labor driven and fluctuate depending upon new
accounting guidance, regulatory requests, and policy directives impacting the Company’s
operations. SoCalGas is requesting $0.673 million in labor to fill 2.2 FTE vacancies in the base
year, along with an adjustment of $0.253 million reflecting changes in connection with the
compensation modernization initiative. Please refer to the Compensation and Benefits
Testimony, Ex. SCG-16/SDGE-20. The 2.2 FTEs include 1.0 backfill Director FTE to lead the
Business Planning group, which provides financial, budgetary, and accounting support across
SoCalGas, including budget development and analysis, revenue forecasting, accounting
compliance, operational reporting, and support for regulatory proceedings, such as GRC, Risk
Spend Accountability Report, and RAMP. While the department has been operating without a
director since 2023, increased regulatory reporting, compliance, audits and data requests have

accentuated the need for additional leadership support.
C. Financial Reporting & Accounting

TABLE SM-7
Financial Reporting & Accounting Division O&M Summary of Costs

A. ACCOUNTING 2025 Adjusted-
AND FINANCE (In Recorded (000s) TY2028 Est. (000s) Change (000s)
202
025 %) NSS USS | Total NSS USS Total NSS | USS | Total
3. Financial Reporting | 5 53 | 2530 2871 | o2s7| zar| - 341
& Accounting
1. Description of Costs and Underlying Activities

For TY 2028, the Financial Reporting & Accounting division requests $2.871 million,
which represents an increase of $0.341 million from 2025 adjusted-recorded costs. The division
is primarily responsible for analyzing contracts and projects, supporting technology

implementations, providing technical accounting guidance, and coordinating the monthly,

14
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quarterly, and annual financial and regulatory accounting close. The department is comprised of
Regulatory Accounting, Financial Accounting, and Accounting Research and Business Controls.

Regulatory Accounting is responsible for the development, implementation,
maintenance, and analysis of regulatory balancing, tracking, and memorandum accounts, as well
as other cost recovery and ratemaking mechanisms approved by the CPUC. This includes
oversight of approximately 1007 regulatory accounts approved in SoCalGas’s current tariffs.
Regulatory Accounting also provides regulatory support in proceedings before the CPUC. This
includes tracking compliance of CPUC decisions, resolutions, and orders via the evaluation of
actual expenses versus authorized for both O&M and capital related costs. In addition,
Regulatory Accounting performs activities such as preparing responses to data requests,
providing comments to proposed decisions or protests to advice letter filings, and providing
testimony for cost recovery filings. This group also prepares annual amortization, revenue
requirement, and related advice letter filings to recover or refund regulatory account balances. In
addition, this group assists with the establishment of tariffs for new regulatory account
mechanisms approved by the CPUC. Regulatory Accounting is also responsible for external
reporting requirements with the CPUC and other external regulatory agencies demonstrating that
the accounts are maintained in compliance with CPUC approved directives. From a financial
reporting perspective, the Regulatory Accounting function promotes the integrity and accuracy
of SoCalGas’s financial books and records for all regulatory activities, maintaining compliance
with GAAP, CPUC directives, and other applicable financial reporting standards.

Financial Accounting is responsible for the timely closing and general maintenance of
SoCalGas’s general ledger, recording of transactions, preparing financial statements,
and reporting of monthly, quarterly, and year-end financial results of SoCalGas. The group is
responsible for properly accounting for and presenting transactions in accordance with GAAP,
SEC regulations, and regulatory reporting mandates under the CPUC. Financial Accounting is
also responsible for recording journal entries, maintaining the accuracy and integrity of the
recorded financial data through analysis and reconciliations, compiling and reporting of financial
statements, and other accounting information for the SEC, CPUC, and other regulatory bodies,

preparing financial reports for internal management, coordinating, testing, and executing

7 This number is as of the end of December 31, 2025.
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financial statement internal controls prescribed by SOX regulations, implementing new
accounting standards, and coordinating financial statements and other audits.

Accounting Research and Business Controls is responsible for technical accounting
research for GAAP and CPUC accounting requirements and the overall oversight of financial
controls of the Company. This group plays a key role in governance as it relates to the
assessment of the effectiveness of financial controls and Company policy management. This
group performs technical accounting reviews of contracts and complex company transactions, as
well as administers and oversees SOX compliance activities. Management of the SOX process
includes annual scoping, quarterly SOX attestation, internal controls testing, reporting on the
status of SoCalGas’s SOX compliance to management and external auditors, and providing
overall coaching, training, and guidance to management responsible for performing controls.
This group also oversees Company policy administration which includes reviewing and
publishing new policies, as well as reviewing and updating existing policies periodically.

2. Forecast Method

A BY forecast method was used for the Financial Reporting & Accounting department,
with $0.332 million® in labor added to reflect the full-year impact of 1.5 FTEs that were
vacant during the base year and $0.009 million in non-labor due to the resumption of in-person
CPUC hearings and workshops, necessitating travel expenses. These expenses will be included
in the TY 2028 revenue requirement as forecasted. This method is most appropriate because
trends, multi-year averages, or other methodologies would not capture the recent fluctuations in
FTE levels, which need to be reflected on a go-forward basis.

3. Cost Drivers

The cost drivers behind this forecast are primarily labor driven and fluctuate as a result of

changes to GAAP, SOX, or CPUC guidance, regulatory requests or policy directives impacting

the Company’s operations, assets, or investments.

8 An adjustment of $0.101 million reflects changes in connection with the compensation modernization

initiative. Please refer to the Compensation and Benefits Testimony (Ex. SCG-16/SDGE-20).
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E. Controller & CFO

TABLE SM-8
Controller & CFO O&M Summary of Costs

A. ACCOUNTING 2025 Adjusted-
AND FINANCE (In Recorded (000s) TY2028 Est. (000s) Change (000s)
20259) NSS [ USS | Total | NSS | USS | Total NSS [ USS [ Total
4. Controller & CFO 1,103 - 1,103 | 2,024 - 2,024 921 - 921
1. Description of Costs and Underlying Activities

For TY 2028, the Controller & CFO department requests $2.024 million, which
represents an increase of $0.921 million from 2025 adjusted-recorded costs.

The department has responsibility for the day-to-day executive oversight of the financial
and accounting functions at SoCalGas, including overseeing the utility’s compliance process
with relevant accounting, financial, and regulatory rules and regulations in accordance with
GAAP, including those mandated by SOX, SEC, FERC, and CPUC. The Controller & CFO
function maintains the integrity of the financial statements and reports submitted both internally
and externally, and also sees that the Company’s internal controls are adequately maintained.

The Vice President — CAO & Controller and Assistant Controller oversee the preparation
of financial statements and supporting schedules, in compliance with the rules of various
regulatory bodies (SEC, CPUC, FERC, etc.), research of new transactions and accounting
standards, account analyses, and compliance with SOX and internal policies.

In recent years, the complexity and volume of SoCalGas’s business operations has risen
substantially, as outlined in the Cost Drivers section and detailed in the various A&F testimony
sections above.

The Controller & CFO section includes two sub-groups: Innovation Support and Banking
Fees, which represent extensions of Controller & CFO functional support rather than distinct
standalone functions.

The Innovation Support department requests $0.125 million for TY 2028. In 2027,
Innovation Support will begin to aid with the design and implementation of technological
solutions (e.g., automation of various A&F functions, dashboard reporting, etc.). Specifically, by

automating high-volume repetitive activities and enhancing management through dashboards,
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this group aims to enable A&F to meet expanding regulatory, audit, and reporting requirements
with increased efficiency. All things being equal, over time, these efficiencies will help avoid
higher O&M requests by allowing the Company to create capacity to absorb increased regulatory
and compliance workload within existing staffing levels, supporting customer affordability.

Banking Fees include amounts paid to financial institutions for services related to bank
accounts, such as: bank account maintenance fees transaction fees for activities such as wire
transfers, ACH transactions, and check processing; service charges for bank account statements;
lockbox services; and fraud prevention services.

Maintaining bank accounts is essential for core operations such as customer payments,
refunds, vendor payments, and payroll. Banking fees are shifting from Corporate Center
Administration to SoCalGas between 2025 and 2027. As a result, the Controller & CFO
organization requests $1.3 million in TY 2028, which is an increase of $0.563 million compared
to BY 2025 to reflect non-discounted fees. Specifically, when the banking fees were negotiated
during the bank transition, a discounted fee was agreed upon, which will no longer be applicable
in 2028.

2. Forecast Method

A BY forecast method was used to forecast Controller & CFO costs, including banking
fees, because this forecast method relies on actual, recorded expenditures from a recent and
representative operating year, providing the most accurate reflection of current business
conditions and ongoing operational needs. The BY forecast was adjusted by $0.411 million in
labor to restore the full-year impact of 2.0 FTEs that were vacant during the BY, and by $0.509
million in non-labor primarily due to annualizing the banking fees. These adjustments reflect the
steady-state cost of operations by eliminating non-recurring costs. The resulting expenses will
be included in the TY 2028 revenue requirement as forecasted.

3. Cost Drivers

The cost drivers for the department are primarily labor driven and fluctuate depending
upon organizational changes made to address new accounting guidance, regulatory compliance,
and policy directives impacting the Company’s operations. SoCalGas requests $0.411 million in
labor and $0.509 million in non-labor for 2.2 vacant FTEs during BY and to address the shift of
banking fees to SoCalGas from Corporate Center.
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IV. LEGAL DIVISION

A. Introduction

SoCalGas’s Legal Division manages SoCalGas’s legal matters, issues, and risks and
advises senior management and the Board of Directors on legal matters impacting the Company.
Additionally, the Legal Division supports SoCalGas’s broader goals with respect to safety,
reliability, and enterprise resiliency. The Legal Division consists of the following departments,
which will be described in greater detail below:

o Senior Vice President & General Counsel
- Regulatory Law
- Commercial Law
- Litigation Law
- Environmental Law
- Administrative Staff
- Legal & Claims Strategy & Technology
o Outside Legal
o Claims Management, Claims Payments & Recovery Costs
o Claims Write-Offs

SoCalGas is seeking TY 2028 costs of $48.107 million compared to the 2025 adjusted-
recorded costs of $37.720 million. This increase of $10.387 million or 28% over 2025 costs is
primarily due to an increase in non-labor costs corresponding with outside counsel litigation
costs, as well as an increase in labor costs necessary to handle increasing regulatory and
litigation case load and increasing compliance obligations. SoCalGas uses outside counsel to
handle certain matters that require special skills or when a case/matter requires additional

resources beyond the capacity of the Legal Department.
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TABLE SM-9
Legal Division O&M Summary of Costs

2025 Adjusted-
B.LEGAL (In2025 |  Recorded (000s) TY2028 Est. (000s) Change (000s)
% US
NSS | USS | Total | NSS | USS | Total NSS S Total
1. Legal 10,378 19 | 10,397 | 13,434 451 | 13,885 3,056 | 432 3,488
2. Outside Legal 10,202 -1 10,202 | 18,952 -| 18,952 8,750 - 8,750
3. Claims
Management, Claims | 1y 779 | | 431 | 13210 | 11,555 | 1,639 | 13,194 | (224) | 208 (16)
Payments & Recovery
Costs
4. Claims Write-Offs 3,911 -1 3,911 2,076 - 2,076 | (1,835) -1 (1,835)
Total 36,270 | 1,450 | 37,720 | 46,017 | 2,090 | 48,107 9,747 | 640 | 10,387
B. Legal Department
TABLE SM-10
Legal Department O&M Summary of Costs
2025 Adjusted-
B. LEGAS;I; (In 2025 Recorded (000s) TY2028 Est. (000s) Change (000s)
NSS | USS | Total | NSS | USS | Total NSS | USS | Total
1. Legal 10,378 19 | 10,397 | 13,434 451 | 13,885 | 3,056 | 432 3,488
Total 10,378 19 | 10,397 | 13,434 451 | 13,885 | 3,056 | 432 3,488
1. Description of Costs and Underlying Activities

For TY 2028, SoCalGas’s Legal Department forecasts expenses of $13.885 million,

representing an increase of $3.488° million from 2025 adjusted-recorded costs.

9

An adjustment of $0.457 million reflects changes in connection with the compensation modernization

initiative. Please refer to the Compensation and Benefits Testimony (Ex. SCG-16/SDGE-20).
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SoCalGas and SDG&E Legal are led by shared officers. The Senior Vice President and
General Counsel oversees the legal departments of both utilities.!” There are three Vice
Presidents and Deputy General Counsels'' who are responsible for the following functional areas
of the law department at both companies: Regulatory, Commercial, Litigation, and
Environmental and the practicing attorneys who are assigned to each practice area. In addition,
SoCalGas has a staff of legal associate attorneys, paralegals, and administrative assistants who
provide support to the attorneys. As discussed further below, the Litigation group also oversees
and advises the Company’s Claims group.

The incremental costs requested in this area are necessary to support an increase in
regulatory and litigation matters, as well as to address the impacts of increasing compliance
obligations, including recently enacted Assembly Bill (AB) 1167, the “California Ratepayer
Protection Act,”'?> which adds Section 748.3 to the California Public Utilities Code and is
expected to result in an increase in labor needs for Regulatory Law, Environmental Law, and
administrative support.'*> For both regulatory and litigation matters, caseload and other activities
requiring legal support have increased, which necessitates an increase in the number of
regulatory and litigation attorneys and support staff needed to handle these matters.

a. Regulatory Law

The Regulatory Law group primarily handles regulatory legal matters impacting the
Company. This group represents SoCalGas in regulatory proceedings primarily at the CPUC and
FERC, as well as in matters related to other regulatory agencies at the state and federal level
(e.g., California Energy Commission (CEC), California Air Resources Board (CARB),
California Geologic Energy Management Division (CalGEM), Pipeline and Hazardous Material

Previously SoCalGas’s and SDG&E’s legal departments were led by separate general counsels for
each company. The move to shared officers promotes consistent leadership and strategic legal
oversight across both utilities, leveraging the shared-officer structure to promote efficiency,
coordination, and synergies.

The request for labor and non-labor costs related to the shared Vice President & Deputy General
Counsel-Commercial and Environmental and Vice President & Deputy General Counsel-Litigation,
can be found in the SDG&E Administrative and General Testimony (Ex. SDGE-23). The request for
labor and non-labor associated with the shared Vice President & Deputy General Counsel-Regulatory
is included here.

12 AB 1167 (Berman, 2025), available at: https://legiscan.com/CA/text/AB1167/id/3272826.
13 For further discussion on AB 1167, please refer to the Compliance Testimony (SCG-30/SDGE-36).
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Safety Administration (PHMSA), and Transportation Security Administration (TSA)). The group
also advises management and operational groups within SoCalGas on rules, regulations, tariffs,
rate issues, initiatives, and investigations at the regulatory agencies that SoCalGas interacts with.
As part of that advice, the group also reviews proposed revisions to Company policies and
procedures, Gas Standards, and Tariff Rules. Regulatory attorneys are also often involved in
commercial and municipal franchise matters where those transactions and ordinances have a
regulatory basis or implication. Further, regulatory attorneys advise on compliance with legislation,
including dedicated resources to assist with new compliance procedures and trainings. The
majority of regulatory legal matters are handled internally by the Regulatory Law group without
the use of outside counsel.

In addition to traditional recurring CPUC proceedings (e.g., RAMPs, GRCs, cost of
capital applications, gas commodity filings, energy efficiency, low income, and Cost Allocation
Proceeding (CAP)/rate design proceedings), SoCalGas’s regulatory attorneys are supporting a
growing volume of CPUC proceedings and advice letter submissions since the last GRC cycle,
including: numerous incremental stand-alone cost recovery applications arising out of the prior
2024 GRC Decision (e.g., CIS Incremental Funding Application, Lakeside Dairy Biomethane
Pilot Project Application, Mobilehome Park Program Cost Review Application),'# recurring cost
recovery applications and advice letters arising out of prior GRC cycles (e.g., multiple TY 2019
and TY 2024 GRC Integrity Management Program filings), recurring Catastrophic Event
Memorandum Account Applications, as well as emerging proceedings driven by the State’s
decarbonization initiatives (e.g., CPUC’s Climate Credit OIR, CARB Cap-and-Invest
Rulemaking, Building Decarbonization OIR, Gas Line Extension Allowance Applications), in
addition to distributed energy concepts, the Risk-Based Decision-Making Framework
proceeding, Safety Culture OIR, new gas storage rules, long-term gas system planning, and
various other proceedings.

For example, in 2025, SoCalGas handled an active CPUC caseload of over 50
proceedings (including Applications, OIRs, and OIls) compared with around 26 proceedings in
2011 and around 37 proceedings in 2022. Included in those approximately 50 proceedings were

18 Applications filed, with at least 11 more anticipated to be filed in 2026. Regulatory lag is also

4 D.24-12-074.
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increasing the length of time that proceedings are active and requires additional resources to
address the increased volume of work associated with ongoing proceedings (i.e., data requests,
CPUC meetings, etc.).

In addition, accountability reporting, such as RSAR, continues to require regulatory law
resources to oversee and coordinate necessary filings. Regulatory attorneys also spend time on
various CPUC initiatives such as confidentiality rules under General Order (GO) 66-D,
accounting compliance requirements, ex parte rules, and support for an increase in audit activity
from the CPUC’s audit branch. These rules and requirements directly impact regulatory
attorneys who spend time on discovery issues, potential confidentiality issues, and compliance
advice. There are also matters related to changesin SoCalGas’s infrastructure, service, and
pipeline safety and integrity that require regulatory legal support, including for increasing
discovery requests from Commission and agency staff.

As described above, SoCalGas is experiencing an upward trend in regulatory matters,
including an increase in regulatory proceedings, and increasing compliance, advice and counsel,
and audit support obligations that cannot be sufficiently supported with a team of 11 attorneys
representing a large California Investor-Owned Utility (IOU), as well as jointly representing
SDG&E on many proceedings. In addition, recent legislation (AB 1167) is anticipated to result
in an increase in labor needs for Regulatory. SoCalGas is requesting three senior counsel (3.0
FTE) positions to support the Regulatory Law group with the increase in regulatory legal and
compliance work. SoCalGas also anticipates nonlabor expenses to increase because of an
increase in travel expenses necessary to support regulatory matters due to an upward trend in
resuming in-person CPUC evidentiary hearings, prehearing or status conferences, and
workshops.

b. Commercial Law

The Commercial group provides legal advice and assists with documentation in
connection with commercial transactions, including but not limited to, contracts for physical and
financial commodity transactions, storage and hub transactions, interstate pipeline capacity,
utility system interconnections, general goods and services and operations procurement,
infrastructure relocations, maintenance, repairs and new construction, licensing, marketing and
communications, intellectual property and technology contracts, municipal franchises,

permitting, right-of-way acquisition, land use and other real estate matters, new business
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structuring, research and development investment, credit support instruments, energy efficiency
program contracts, rebates and incentives, federal and state government contracts, customer
services agreements, and tariff-based contracts. In addition, commercial attorneys research,
write, and edit commercial documents and internal policies, and provide commercially focused
and other legal advice, including advice with respect to compliance with corporate finance
arrangements and corporate governance practices, as well as with respect to antitrust, privacy,
securities, and other laws.

c. Litigation

The Litigation group represents the company in civil litigation ranging from the defense
of personal injury and property damages to more complex tort and business disputes. Company
litigation matters are primarily handled in-house, using outside counsel when additional expertise
is required, when matters have high potential exposure, or when in-house resources are not
available. The Litigation group also provides pre-litigation advice including the investigation of
significant incidents and supports incident response, including supporting emergency on-call and
claims on call structures.

In addition to handling litigation and pre-litigation matters, litigation attorneys provide
legal advice and counsel in support of the Company’s emphasis on loss prevention as well as
public and employee safety. The Litigation group also advises on a broad spectrum of Company
matters, including but not limited to, review of proposed revisions to Company policies and
procedures, Learning Teams lessons, modifications to Gas Standards and Tariff Rules, review of
Company communications, and advice regarding implementation of new laws. Additionally,
Litigation paralegals support the attorneys in assisting with case planning, development, and
management. Litigation paralegals also research legal and factual issues, conduct interviews,
engage in fact gathering and retrieval of information, draft and analyze legal documents, and
review and proofread various filings prior to submittal. Paralegals also manage and respond to
third-party subpoenas served on the Company by parties seeking production of documents or
Company trial and deposition testimony.

SoCalGas is experiencing an increase in litigation matters necessitating an increase in
internal labor. Typically, litigation lawyers handle between 12 to 14 cases per lawyer. As of the
end of 2025, each litigation lawyer had a caseload of 18 or more cases. Litigation cases are also

becoming more complex, involving multiple plaintiffs and multiple suits within one matter.
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There is also an upward trend in the number of cases filed against the company. In 2023, 42
litigation cases were opened. This increased to 54 cases in 2024, representing a 29%
year-over-year increase. The upward trend continued in 2025, with 70 new cases opened—an
additional 30% increase from the prior year.

In addition, the Litigation group manages and works directly with the Company’s internal
Claims Department, which is responsible for investigating and resolving Company liability on
certain matters, including resolving such matters short of litigation and third-party recovery.

To support the increase in litigation workload, SoCalGas is requesting one senior counsel
(1.0 FTE), and one contract attorney (1.0 FTE).

d. Environmental Law

The Environmental Law group represents and advises the Company in the areas of
environmental compliance, litigation, enforcement, sustainability, policy, and permitting. The
Environmental attorneys represent the Company in proceedings concerning environmental
matters before local, state, and federal governmental agencies (e.g., CARB, local air quality
management districts, the California Coastal Commission, the Department of Toxic Substances
Control, Certified Unified Program Agencies, California Department of Fish and Wildlife, U.S.
Fish and Wildlife Service, the state and regional water quality control boards, the U.S. Army
Corps of Engineers, and the CEC).

This includes advising the Company on obtaining environmental approvals for
construction and operations and maintenance of natural gas infrastructure and other Company
facilities, including regulatory-approved capital projects and pipeline integrity projects,
particularly in environmentally sensitive areas where the Company has facilities (i.e., wetlands,
the Coastal Zone, the California desert, and other sensitive habitats and ecosystems). This work
entails providing guidance and representation in regulatory proceedings where environmental
review under the California Environmental Quality Act or the National Environmental Policy
Act is required by the CPUC (e.g., General Order 177) or other federal, state, and local agencies.

In addition, environmental attorneys provide comments and advise on rulemakings,
proceedings, and legislation that could impact Company operations and compliance obligations.
The group also advises management and operational groups within SoCalGas on environmental rules
and regulations promulgated by regulatory agencies, and as part of that advice, the group reviews

proposed revisions to Company policies and procedures and Gas Standards. The Environmental
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law group also advises on emerging proceedings and regulations driven by the State’s
decarbonization initiatives (e.g., Senate Bill (SB) 253, SB 261, Cap-and-Invest). Further,
environmental attorneys manage environmental litigation and enforcement matters.
Increased compliance obligations, including AB 1167, are anticipated to result in an
increase in labor needs for the Environmental law group. SoCalGas is requesting one senior
counsel (1.0 FTE) position to assist with the increased workload experienced by this group.

e. Administrative Staff

SoCalGas’s Administrative Staff supports the Legal Department on an array of matters,
including but not limited to, filings in State and Federal Court, filings at the CPUC and FERC,
legal deliverables and deadlines, litigation support (e.g., motions, depositions, court appearances,
etc.), and other tasks. The Administrative Staff provide general administrative support as well as
specialized support depending on practice areas. They are required to be knowledgeable and
proficient in civil and regulatory rules, practices, and procedures, as well as enhance their skills
as technologies and business practices change. In addition, the Administrative Staff is also
responsible for onboarding, as well as supporting outside counsel and claims. SoCalGas is
requesting two additional Legal Administrators (2.0 FTE) to support the increased regulatory,
litigation, and environmental workload and responsibilities required to assist attorneys as
described in the respective sections above.

f. Legal & Claims Strategy and Technology
The Legal & Claims Strategy and Technology group supports the Legal Department

including the Claims Management department with continuous process improvements through
technological advancement and data analytics. The group evaluates current and new
technologies to enhance processes and drive efficiencies, develops and implements new evolving
technology systems and platforms, and develops, interprets, communicates, and manages data
analytics that support the improvement of processes and procedures. For example, through a
focused commitment to continuous process improvement, the group evaluated the claim recovery
process and identified key opportunities to streamline and modernize operations. With the
team’s guidance and direction, the recovery team more than doubled recovery-claim processing
volume and reduced the average time to resolve pending recovery claims from approximately 18
months to a nine month average. The improvements were driven by enhancing the

claims-management systems, automating manual workflows, and consolidating reporting across
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teams—resulting in streamlined operations, improved data accuracy, and faster, better-informed
decision-making.

In addition, the Legal, Claims, and Technology group manages the Claims Management
System, leading system development efforts, and designing and implementing technology
solutions that support departmental business objectives and reporting requirements for both
SoCalGas and SDG&E. This group is requesting one technology support (1.0 FTE) backfill
necessitated by the increase in responsibilities and need of evolving and on-going technology
support for the department.

2. Forecast Method

A BY forecast method was used for the Legal Department because the last recorded year
best reflects the expense level associated with current activity levels and is the appropriate basis
for forecasting TY 2028 expenses. This method is most appropriate because other methods —
such as trends or multi-year averages — do not reflect the current labor level, which is generally
trending upward. The use of other forecast methodologies is not reflective of the current
organization’s structure and needs. Where business requirements dictate, adjustments have been
made to the base year forecast to account for expected increases in labor and non-labor
expenditures. The incremental FTE adjustments are in direct response to the cost drivers
described below

3. Cost Drivers

As described in more detail above, the volume and complexity of legal work has had a
significant increase in caseload, emerging regulatory and compliance requirements, and business
upward pressures requiring additional legal staffing. As such, SoCalGas is requesting $3.337
million'? in labor over the base year and $0.151 million in non-labor over the base year.

The requested increase in labor O&M is for the addition of 5.0 incremental Senior
Counsel FTEs (3.0 for the Regulatory Law group, 1.0 for the Litigation Law group, and 1.0 for
the Environmental Law group), one contract attorney (1.0 FTE for Litigation), 1.0 FTE backfill
for Legal & Claims Strategy and Technology, and 2.0 FTEs for Legal support staff to meet the

increasing workload demands. The incremental FTEs will represent SoCalGas in regulatory and

15 An adjustment of $0.467 million reflects changes in connection with the compensation modernization

initiative. Please refer to the Compensation and Benefits Testimony (Ex. SCG-16/SDGE-20).
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litigation proceedings, as well as support the activities described above, including advice and

counsel on legal issues and risks, Gas Standards and Tariff Rules, audits, and compliance issues.

These positions will also support SoCalGas’s broader goals with respect to safety, reliability, and

enterprise resiliency. Without these resources, SoCalGas faces a heightened risk of non-

compliance, missed regulatory or litigation deadlines, and potential reputational and other

consequences. Timely investment in these positions is essential to maintain compliance, uphold

regulatory and other legal commitments, and safeguard the integrity of SoCalGas’s operations.

The new Vice President and Deputy General Counsel position is needed to provide consistent

leadership and strategic legal oversight across both utilities, leveraging the shared-officer

structure to promote efficiency, coordination, and synergies. The addition of this position will

enhance coordination, deepen subject-matter oversight, and improve the Law Department’s

ability to meet growing demands efficiently.

The requested increase in non-labor O&M is necessary to cover an increase in travel

expenses necessitated by the CPUC’s return to in-person CPUC hearings and workshops.

Regulatory attorneys, as well as support staff, represent and support SoCalGas at prehearing

conferences, status conferences, and evidentiary hearings. Regulatory attorneys also regularly

attend proceeding workshops. Since 2020, the majority of CPUC hearings and workshops have

been virtual. Recently more hearings and workshops have returned to in person and SoCalGas

anticipates that this trend will continue. Many of these hearings and workshops are located in

Northern California necessitating travel and associated expenses.

C. Outside Legal

TABLE SM-11
Outside Legal Summary of Costs
2025 Adjusted-
B. LEGA$15 (In 2025 Recorded (000s) TY2028 Est. (000s) Change (000s)
NSS | USS | Total | NSS | USS | Total NSS [ USS [ Total
2. Outside Legal 10,202 - | 10,202 | 18,952 -| 18,952 | 8,750 - 8,750
Total 10,202 -1 10,202 | 18,952 -| 18,952 | 8,750 - 8,750

1. Description of Costs and Underlying Activities

For TY 2028, SoCalGas’s Outside Legal forecasts expenses of $18.952 million,

represents an increase of $8.750 million from 2025 adjusted-recorded costs. SoCalGas uses
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outside Legal services to handle certain matters that require special skills or subject-matter
expertise or when a case/matter requires additional resources beyond the capacity of the Legal
Department. Retention and oversight of outside legal counsel is coordinated by Sempra
Corporate Legal, on behalf of the Legal groups at SoCalGas and SDG&E. My testimony
includes the costs associated with Outside Legal Services that are directly billed to SoCalGas.

When evaluating and selecting outside legal counsel, the Legal Department at SoCalGas
seeks to achieve efficiency and cost-effectiveness relative to the associated level of risk,
complexity, and scope of the legal matter at hand. Additionally, Sempra Corporate Legal, in
consultation with SoCalGas, has undertaken an extensive review of the outside law firms
utilized, considering a number of different attributes including excellence in work product,
responsiveness, cost effectiveness, creativity, and initiative. The objective of this review was to
reduce the overall number of law firms used and to concentrate work with a smaller number of
firms in order to leverage Sempra’s scale and purchasing power to increase efficiencies and
reduce costs.

The analysis and forecasting of Outside Legal Services in this testimony include
reasonably incurred legal costs, a standard that does not depend on whether legal activities were
ultimately successful. In addition, certain Outside Legal Services costs are excluded from
SoCalGas’s GRC request in accordance with applicable regulations or based on prior CPUC
rulings. Please refer to the Compliance Testimony (Ex. SCG-30/SDGE-36) for additional
information.

2. Forecast Method
The TY 2028 forecast for Outside Legal Services is based on BY 2025 activity with an

increase for additional costs anticipated to be incurred as a result of wildfire litigation associated
with the January 2025 Los Angeles fires. This method was selected based on evaluation of the
cost drivers for Outside Legal Services, which are discussed below.
3. Cost Drivers

Legal matters requiring the engagement of outside legal counsel are generally unique and
highly variable from year to year, as outside legal counsel is typically used when the internal
legal resources at SoCalGas, hired to manage standard and/or recurring legal activities associated
with normal business operations, are not available or are not of sufficient expertise to litigate a

specific legal matter. The ability to predict the volume, complexity, and duration of legal matters
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that would require the use of outside counsel along with the associated costs is highly subjective.

It was determined that BY 2025 Outside Legal Services costs would be best representative of the

expected activity involving outside legal counsel for TY 2028 given these are the most recently

incurred annual costs. Adjustments were made to the base year to address an increase in outside

counsel legal spend due to wildfire related litigation.

In particular, SoCalGas was brought into litigation arising out of the January 2025 Los
Angeles wildfires in late 2025 and early 2026. While SoCalGas believes it has valid defenses in

both cases, it is expensive to defend against these claims, even when done prudently. The cases

have high financial stakes, are highly complex, require the use of sophisticated outside counsel

and third-party vendors, and they also involve significant contributions from internal resources.

In addition, the litigation is expected to be prolonged, meaning costs will continue to be incurred

in the test year and beyond.

D. Claims Management, Claims Payment, and Recovery Costs
TABLE SM-12
Claims Management, Claims Payment, and Recovery Summary of Costs
2025 Adjusted-
B. LEGAS;I; (In 2025 Recorded (000s) TY2028 Est. (000s) Change (000s)
NSS | USS | Total | NSS | USS | Total NSS | USS | Total

Claims Management 1,431 1,431 1,639 1,639 208 208
Claims P ts &

alms Tayments 11,779 11,779 | 11,555 11,555 | (224) (224)
Recovery Costs
Total 11,779 | 1,431 | 13,210 | 11,555 1,639 | 13,194 | (224)( 208 (16)

1. Description of Costs and Underlying Activities

For TY 2028, the Claims Management department requests $13.194 million, which

represents a decrease of $0.016 million from 2025 adjusted recorded. This department has seen

an increase in workload for Claims Management requiring additional labor, but this increase is

offset by a decrease in Claims Payments and Recovery Costs based on the five-year average.

The Claims department has handled an average of 5,900 claims per year over the past

five years. The Claims group performs a key risk mitigation function, handling and resolving

matters before those matters progress into more costly litigation matters. The Claims
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Management department is organized into two functional groups: Claims Liability and Claims
Recovery. These groups are responsible for investigating claims involving property damage,
bodily injury, and loss of revenue or business. These groups are also responsible for collecting
and documenting evidence into the claims management database, determining Company liability
or third-party liability of a recovery matter, processing payments and/or billing requests,
retaining experts (as needed), and ultimately bringing closure and resolution to each type of
claim in an expeditious and professional manner.

The Claims Management department also performs loss control and prevention activities
designed to reduce the frequency and severity of accidents. These activities support the
mitigation of utility operational expenses, reduce costs borne by ratepayers, and promote public
safety. This is accomplished through collaboration with Operations and other key departments to
analyze claim trends, share lessons learned, and disseminate actionable insights that support
preventative measures and process improvements. In addition, the department pursues cost
recovery related to third-party damage incidents, further offsetting utility costs. Lastly,
SoCalGas adjusters are cross trained to assess liability, bodily injury, motor vehicle accident, and
third-party damage/recovery claims.

SoCalGas requests one claims adjuster (1.0 FTE) backfill to the recovery claims group.
This claims adjuster is needed to assist in getting higher recoveries from third parties. This work
supports the Company’s affordability and efficiency business objectives.
2. Forecast Method

The Claims Management Department’s shared services utilizes a BY forecast
methodology. This method is the most appropriate because it reflects the increase in workload
and the continued technology adoption that significantly enhances the effectiveness of
investigating claims, collecting and maintaining evidence, assessing liability, and negotiating
settlements in the BY.

For non-shared services related to claims payments and recovery, a five-year average
(2021-2025) is used to forecast TY 2028. The five-year average provides the most reasonable
estimate of annual costs given the year-to-year variability and the cyclical nature of these
expenses. The Company’s trend of litigation and claims does not necessarily predict the future.

To predict and plan for claim payments to third parties for TY 2028 is challenging, given the
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nature, unpredictability, and volatility of events that could occur that would cause the Company
to incur additional unanticipated costs.

Historically, SoCalGas has seen the claims vary significantly from one year to the next.
While SoCalGas manages its operations to mitigate the impact of third-party claims as much as
possible, the exposure to claims will always be a risk to the Company given its large presence of
property, assets, and resources across a wide geographic region. As such, it is important that any
forecast of claims captures a period that is long enough to reflect the highs and lows of activity
that cannot be easily predicted or controlled. Accordingly, a five-year historical average is
appropriate to capture a reasonable cycle of Claims Payments and Recovery Expense activity.
This methodology has been consistently applied to this department in prior SoCalGas GRCs.

3. Cost Drivers

SoCalGas is experiencing a sustained increase in third party claims and its attendant
workload. The Claims Management department’s caseload has increased to almost 5,900 claims
investigated in 2025 compared to an average of 3,900 in the prior 2024 GRC cycle. As outlined
in the Litigation section, litigation matters continue to rise, and this trend is mirrored in liability-
related claims, which is also experiencing increased volumes and workload. For example,
liability claims nearly doubled over the period — growing from approximately 1,200 claims
opened in 2021 to 2,400 claims opened in 2025.

As for recovery claims, there has been a modest increase in overall volume, rising from
approximately 3,200 claims opened in 2021 to 3,500 claims in 2025, a 9% increase over the
period. The Claims Recovery group is responsible for recovering damages to SoCalGas facilities
from third parties, which directly reduces costs to ratepayers. With support from the Legal &
Claims Strategy and Technology group, the Claims Recovery team has significantly improved its
efficiency through multiple process enhancements, resulting in nearly triple the amount of
recovered dollars between 2021 and 2025. Data also indicates a strong relationship between
billing timeliness and recovery success—the sooner a third party is billed for damages, the more
likely the recovery is to be collected.

In order to sustain the important work that Claims performs, including investigating

claims, collecting and maintaining evidence, assessing liability and negotiating settlements, the
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claims group needs more support. SoCalGas’s request for $1.616 million!® in labor and $11.578
million in non-labor includes funding for one claim adjuster (1.0 FTE) backfill for the Claims
Management Department. As noted above, these requests are offset by the Claims Payments and
Recovery Costs.

E. Claims Write-Offs

TABLE SM-13
Claims Write-Offs Summary of Costs

B. LEGAL (In 2025 5) lingrﬁ:i‘gtggs') TY2028 Est. (000s) Change (000s)
NSS | USS | Total | NSS | USS | Total [ NSS | USS | Total
4. Claims Write-Offs 3,911 -1 3911 2,076 -1 2,076 | (1,835) -1 (1,835)
Total 3,911 -1 3,911 2,076 -1 2,076 | (1,835) - (1,835)
1. Description of Costs and Underlying Activities

For TY 2028, Claims Write-Offs requests $2.076 million, which represents a decrease of
$1.835 million from 2025 adjusted recorded. The change is primarily driven by the use of a five-
year average forecast method in claims write-off expenses that best accounts for the
unpredictable nature of these activities.

Claims Write-Offs are unpaid claims for damaged SoCalGas facilities. Such incidents
typically result from third parties causing harm to underground pipelines or assets during
excavation activities. When these situations arise, SoCalGas makes the necessary repairs and
bills the party responsible, whenever possible. While reasonable efforts are made to identify the
responsible party and recover these expenses, not all attempts are successful. Once a claim is
determined to be uncollectible, the invoice is written off.

2. Forecast Method

A five-year average (2021-2025) is used to forecast TY 2028. The five-year average

provides the most reasonable estimate of annual costs given the year-to-year variability of these

expenses. SoCalGas used a five-year average rather than a three-year average to better reflect

16 An adjustment of $0.058 million reflects changes in connection with the compensation modernization

initiative. Please refer to the Compensation and Benefits Testimony (Ex. SCG-16/SDGE-20).
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the efficiencies achieved by implementing the new process in 2025 discussed in the section
below.

3. Cost Drivers

Claims write-off expenses are primarily driven by the aging of unpaid claims receivable
balances associated with third-party damage to SoCalGas facilities.

SoCalGas’s request reflects lower projected write-off expenses, and continued refinement
of collection practices. Specifically, Claims Management implemented a targeted billing
approach under which invoices are issued only in cases where there is a high probability of
successful recovery. By limiting collection efforts to more viable claims, the department reduces
exposure to uncollectible accounts and associated write-off expenses, while continuing to pursue
cost recovery where appropriate. This approach helps stabilize write-off costs over time and
mitigates volatility driven by fluctuations in claims activity and payment outcomes.

V. ENTERPRISE RISK AND COMPLIANCE MANAGEMENT DIVISION

Included in this section of testimony are activities and associated O&M expenses to
address Enterprise Risk and Compliance Management activities. SoCalGas is seeking TY 2028
costs of $6.144 million compared to the 2025 adjusted-recorded costs of $5.052 million. This
increase of $1.092 million or 22% over 2025 costs is primarily due to additional labor needed to
address increased data collection and reporting requirements required by the Commission’s
evolving Risk-Based Decision-Making Framework (RDF), perform complex modeling and data
analysis as required by the Commission’s RDF, strengthen controls, monitoring, and governance
of compliance activities at the enterprise level, and maintain compliance with new or expanded
legal and regulatory requirements.

These activities and expenses are summarized in Table SM-14 below.
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TABLE SM-14
Enterprise Risk and Compliance Management Summary of Costs

C. ENTERPRISE ]
RISK AND lingrﬁfé‘;zt&‘:s') TY2028 Est. (000s) Change (000s)
COMPLIANCE
MANAGEMENT NSS | USS | Total | NSS | USS | Total NSS | USS | Total
(In 2025 $)
1. Enterprise Risk and
Compliance 4,573 479 | 5,052 | 5,643 501 6,144 [ 1,070 22 1,092
Management
Total 4,573 479 [ 5,052 | 5,643 501 6,144 [ 1,070 22 1,092
1. Description of Costs and Activities

The Enterprise Risk and Compliance Management division is led by the Vice President -
Chief Risk Officer and Chief Compliance Officer, a shared officer, whose role is to oversee the
implementation of prudent enterprise risk and compliance management practices for SoCalGas
and SDG&E.!” This role is responsible for implementation of compliance programs to adhere to
legal, regulatory, and Company standards and policies, as well as developing and setting risk
management policy to assist SoCalGas in managing its risks through a structured, increasingly
data-driven approach that identifies threats and hazards, assesses and prioritizes risks,
implements mitigation efforts, and engages in assessments and reviews to understand risk
mitigation effectiveness. SoCalGas’s risk philosophy is discussed in the Risk Management
volume (Ex. SCG-02/SDGE-02).

The Enterprise Risk and Compliance Management department is organized into three
functional groups: Enterprise Risk Management (ERM), Enterprise Compliance Management
(ECM), and Credit Risk Management (CRM) which are described below:

a. Enterprise Risk Management (ERM)

The ERM group oversees the assessment and monitoring of enterprise risks. It promotes

the integration of risk concepts and analysis in asset management and investment processes to

support the strengthening of SoCalGas’s safety culture. In addition, the ERM group supports

17 Previously SoCalGas’s and SDG&E’s Enterprise Risk and Compliance Management activities were
led by separate risk officers at each company. The move to a shared officer promotes consistent
leadership and oversight across both utilities, leveraging the shared-officer structure to promote
efficiency, coordination, and synergies.
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effective governance over risk management activities and identification of continuous
improvement opportunities by facilitating quarterly Enterprise Risk and Compliance Committee
(ERCC) meetings, including the development and maintenance of a committee charter and the
preparation of agendas and meeting materials focused on risk and compliance issues at the
enterprise level. The ERCC is chaired by the VP - Chief Risk Officer and Chief Compliance
Officer and is comprised of senior officers. The purpose of the ERCC is to establish risk
management policy and governance, oversee the management of ongoing and emerging risks,
encourage operationalization of SoCalGas’s comprehensive ERM Framework, foster risk-
informed decision-making, and promote continuous improvement of the ERM Framework.

The ERM group is also responsible for the Company’s compliance with and
implementation of the CPUC’s RDF. Since the TY 2024 GRC filing, the regulatory framework
for quantifying risk and mitigation effectiveness has grown more complex, in particular, under
recent decisions in the CPUC’s RDF Proceeding (R.20-07-013).'® Key changes include the
adoption of an advanced risk mitigation monetization framework that replaced Risk Spend
Efficiency metrics with Benefit-Cost Ratios (BCRs) as part of evaluating mitigation investments.
This advanced monetization framework incorporates greater mathematical complexity, such as
enhanced tranching requirements and Consequence of Risk Event (CoRE) distribution analysis
to support convex societal risk-aversion scaling. Additionally, new regulatory requirements
require sensitivity and scenario analyses, as well as replication of BCR calculations under three
distinct discount rate scenarios. Collectively, these changes have substantially increased both
computational volume and analytical complexity.

Most recently, the Commission issued D.25-08-032, which introduced further
refinements to the RDF including the use of probabilistic distributions for all risk models,
implementation of back-casting, and the development of Risk Reporting Units and RAMP Data
Templates, among other changes that will directly impact SoCalGas’s 2029 RAMP filing.
Additionally, new requirements, outside of RAMP and GRC applications, are also anticipated,
such as Risk Mitigation Accountability Report (RMAR) requirements, which require annual

evaluation of forecasted mitigation benefits, monetized outcomes, results, and projections.

18 See, e.g., D.25-08-032.
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To meet the Commission’s expanded RDF requirements, the ERM group includes a
dedicated Quantitative Risk Management (QRM) function that applies data-driven, probabilistic,
and quantitative methods to assess risk, evaluate the effectiveness of risk mitigation strategies,
and advance compliance with the Commission’s evolving RDF and other regulatory
requirements. QRM collaborates with departments across the organization to enhance risk-
related processes and provide guidance on risk modeling that meets external regulatory
requirements, while aligning with SoCalGas’s commitment to continuous improvement.

b. Enterprise Compliance Management (ECM)

The ECM group oversees the Company’s enterprise compliance management function, as
well as the implementation of specific programs to support the Company’s compliance with
specific legal, regulatory, and Company standards and policies, including those related to
Affiliate Compliance regulations, the Company’s document retention and information
management policies, and those related to compliance and reporting requirements. SoCalGas’s
ECM function is informed by regulatory guidelines and best practices, including the U.S.
Department of Justice Evaluation of Corporate Compliance Programs, U.S. Federal Sentencing
Guidelines, and International Standard for Compliance Management Systems ISO 37301, with
an emphasis on continuous improvement. Consistent with the September 2024 U.S. Department
of Justice Guidance,'® the ECM function includes periodic assessment of enterprise compliance
risk and evaluation of the effectiveness of compliance management practices. Among other
recommendations, this September 2024 update establishes the expectation that effective
corporate compliance programs will include increased resources to gather and leverage data for
compliance purposes, utilize data analytics and tools to measure the effectiveness of the
company’s compliance program, and include a process for identifying and managing internal and
external risks that could impact the company’s ability to comply with the law, including risks
related to the use of new technologies. The ECM group also partners with organizations
throughout the Company to support the development of enhanced compliance management
practices and programs implemented by other departments.

Affiliate Compliance activities include overseeing business processes and controls

intended to achieve ongoing compliance with State and Federal regulations and reporting

19 U.S. Department of Justice — Criminal Division, Evaluation of Corporate Compliance Programs,

(September 2024), available at: https://www.justice.gov/criminal/criminal-fraud/page/file/937501/dl.
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requirements. Records retention and Information Management activities include implementation
of an annual record review and certification process, annual training, and a process for
responding to employee questions and concerns related to recordkeeping and information
management, which are designed to preserve, protect, organize, store, and dispose of company-
related records in compliance with legal, regulatory, and Company requirements.

Compliance activities also include the enhancement, implementation, and continuous
improvement of the Company’s processes for compliance with State laws and regulations. These
compliance activities include annual employee training, annual compliance risk assessments, as
well as monitoring and reporting.

ECM also supports efforts to foster an ethical culture of compliance among employees
through employee trainings, as well as communication activities, including maintenance of an
enterprise compliance resource site for employees, and publication of a quarterly enterprise
compliance newsletter.

c. Credit Risk Management (CRM)

The Credit Risk Management group?° establishes and implements policies and
procedures to promote compliance with authorized credit-related tariff rules and mitigate credit
risk. CRM responsibilities include, but are not limited to, implementation of policies and
procedures to manage risk associated with Gas Acquisition energy procurement activities, the
Contracted Marketer program, the Core Transport Agent program, Capacity Products energy
market activities, and contractual and/or tariff transactions with California Producers, and Large
Commercial and Industrial Customers. This support includes several activities, including, but

not limited to:

. Establishing and monitoring credit

. Mitigating credit risk

. Managing cash and non-cash collateral
. Negotiating contract credit terms

. Monitoring accounts receivable

20 The CRM group was previously part of the Credit and Collections department and was transitioned to
Enterprise Risk & Compliance from Customer Services-Office Operations in 2023.
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In addition, the group is involved in the review of contracts and tariffs that require credit
provisions, as well as the review of SoCalGas’s use of various credit instruments such as
Parental Guarantees, Letters of Credit, Surety Bonds, and other credit mitigation agreements.

2. Forecast Method

The forecast method developed for the Enterprise Risk and Compliance Management
cost category of labor and non-labor expense is the Base Year method. This forecasting
methodology serves to represent this division’s growth more accurately. Incremental
adjustments focus on support for ERM for compliance, monitoring, reporting, analytical,
operational, and quantitative activities and for ECM to comply with regulatory compliance
activities, compliance risk, and compliance program effectiveness enhancement and monitoring.
SoCalGas requests incremental costs to respond to growing activities required to satisfy
increasing compliance and reporting requirements to be implemented within this group, which
requires additional staffing, capabilities, and resources. An average trend would not account for
anticipated growth in the activities.

3. Cost Drivers

SoCalGas is requesting labor of $1.042 million?! and non-labor of $0.051 million over
the base year. The key labor cost drivers behind this forecast are the resources necessary to
continue to develop and implement practices to meet increasing compliance requirements
described in the ERM and ECM sections above.

With the expansion and increasing complexity of regulatory requirements, the size of the
group must grow to support the new activities as described. SoCalGas is requesting funding to
add:

o One Enterprise Risk Project Manager III resource to further the development and

implementation of ERM data collection, assessment, and reporting processes.
This includes identifying and assessing operational and infrastructure risks,
benchmarking industry best practices, and the development of risk frameworks in
partnership with business units. This position will also provide guidance to meet

risk-related regulatory requirements including the Commission’s RDF

2l An adjustment of $0.133 million reflects changes in connection with the compensation modernization
initiative. Please refer to the Compensation and Benefits Testimony (Ex. SCG-16/SDGE-20).
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proceedings, RAMP proceeding, GRC proceeding, and the annual RSAR. Other
responsibilities include coordination of input from and participation with various
departments within the Company as needed to support risk-informed decision-
making and guide consistency in enterprise risk management practices.

o Two Data Science & BI Senior Project Manager II resources to the ERM/QRM
group. Beyond the annual RMAR requirements noted above, new obligations
under D.25-08-032 include portfolio optimization scenario analysis, CoORE
distribution modeling, residual risk evaluation, back-casting, and expanded
quantitative support for RAMP data templates and Risk Reporting Units. These
known and other potential additional mandates from future RDF phases or other
proceedings will further increase workload and complexity. Timely investment in
these positions is essential to maintain compliance, uphold regulatory
commitments, and safeguard the integrity of SoCalGas’s quantitative risk
management infrastructure (i.e., databases, models, and analytical frameworks).

o One Enterprise Compliance Project Manager III resource for the ECM group is
needed to meet anticipated regulatory compliance and reporting activities related
to new legislation, as well as to address the 2024 U.S. Department of Justice
Evaluation of Corporate Compliance Programs guidance. This resource will
support continuous improvement of the enterprise compliance management
function in alignment with increasing Federal regulatory expectations.

The increase in non-labor is primarily driven by the need to obtain support from experts
within the industry, allowing SoCalGas to continue to mature its enterprise risk management
practices. Specifically, the requirements of D.25-08-032 expanded RAMP requirements related
to quantifying risk. These requirements are complex and dynamic. The ERM team is working to
modify internal practices and drive changes across the enterprise to meet evolving regulatory
requirements and expectations, which often requires the assistance of outside technical experts.

VI. REGULATORY AFFAIRS DIVISION
A. Regulatory Affairs

The Regulatory Affairs division is comprised of the following departments, which are
described in greater detail below:

o Director of Regulatory Affairs;
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o Regulatory Tariffs and Information;

o Regulatory Case Management;

o Gas Rates and Analysis;

o Gas Demand Forecasting and Economic Analysis; and

o GRC Revenue Requirements.

Regulatory Affairs provides project management, policy development, regulatory strategy,

gas demand forecasting, economic analysis, gas cost allocation, gas rate design, and tariff

administration services. Regulatory Affairs also manages proceedings and issues before the

CPUC and other agencies.

Regulatory Affairs TY 2028 forecast is $6.836 million, compared to the 2025 BY of

$5.945 million. This increase of $0.891 million or 15% over 2025 costs is primarily due to an

increase in labor costs necessary to handle increasing proceeding obligations, as well as an

increase in non-labor costs corresponding with the resumption of in person CPUC hearings and

workshops, necessitating travel expenses.

TABLE SM-15
Regulatory Affairs Summary of Costs

D. REGULATORY

2025 Adjusted-

AFFAIRS (In 2025 Recorded (000s) TY2028 Est. (000s) Change (000s)

9) NSS USS | Total | NSS USS Total NSS | USS | Total
1. Regulatory Tariffs | | 497 S| 1,092 1,170 S 1170 78 ; 78
and Information
2. Director -

- 258 258 - 267 267 - 9 9

Regulatory Affairs
3. Regulatory Case | 1852 1.852 2| 2,149 | 2,149 | 297 297
Management
4. Gas Rates and -1 593 593 -1 750 750 | o157 157
Analysis
5. Gas Demand
Forecasting and - 615 615 - 776 776 f-1 161 161
Economic Analysis
6. GRC & Revenue | 1535 1,535 | 1724 1724 | 189 189
Requirements
Total 1,092 | 4,853 | 5,945 | 1,170 | 5,666 6,836 78 | 813 891
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B. Director of Regulatory Affairs

For TY 2028, the Director of Regulatory Affairs requests $0.267 million, an increase of
$0.007 million from 2025 adjusted-recorded costs. The Director of Regulatory Affairs is a
shared service.

TABLE SM-16
Director — Regulatory Affairs Summary of Costs

D. REGULATORY 2025 Adjusted-

AFFAIRS (In 2025 Recorded (000s) TY2028 Est. (000s) Change (000s)
%) NSS | USS | Total | NSS | USS | Total NSS | USS | Total
2. Director -
- 258 258 - 267 267 - 9 9
Regulatory Affairs
Total - 258 258 - 267 267 - 9 9
1. Description of Costs and Underlying Activities

The Director of Regulatory Affairs oversees, leads, and directly manages the other
functional areas within the Regulatory Affairs division (with the exception of GRC Revenue
Requirements). The Director is responsible for development and implementation of the
Company’s key regulatory priorities and business objectives, including in the areas of safety,
reliability, compliance, incremental revenue requirements, rates analysis, demand forecasting,
tariff management, cost recovery, new business initiatives, and other energy issues. In addition,
the Director is responsible for maintaining adequate supervision and staffing of the other
functional areas so that the Company’s priorities and business objectives can be adequately
presented before regulators. The Director is also directly involved in the preparation of
regulatory policies, business proposals, testimony, and analysis presented to external
stakeholders. The Director collaborates with other SoCalGas and SDG&E leadership, as well as
with other functional groups to support various regulatory-driven initiatives and requirements.

2. Forecast Method

A BY forecast methodology was used for forecasting the Director of Regulatory Affairs
costs. These expenses will be included in the TY 2028 revenue requirement as forecasted. The
use of a BY forecast method is appropriate and provides a reasonable basis for developing a
forecast of TY 2028 costs for the department because it best represents anticipated costs in this

arca.
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3. Cost Drivers

Current responsibilities are consistent with base year activity. An adjustment of $0.009
million reflects changes in connection with the compensation modernization initiative. Please

refer to the Compensation and Benefits Testimony (Ex. SCG-16/SDGE-20).

C. Regulatory Tariffs and Information

TABLE SM-17
Regulatory Tariffs and Information Summary of Costs

D. REGULATORY 2025 Adjusted-
AFFAIRS (In 2025 Recorded (0005) TY2028 Est. (000s) Change (000s)
9) NSS | USS | Total | NSS | USS | Total | NSS | USS | Total
1. Regulatory Tariffs | | )9, S| o1,092]| 1,170 11170 78 ] 78
and Information
Total 1,092 S 1092| 1170 T 1170 78 _ 78

For TY 2028, Regulatory Tariffs and Information requests $1.170 million, an increase of
$0.078 million from 2025 adjusted-recorded costs. The Regulatory Tariffs and Information
department is a non-shared service.

1. Description of Costs and Underlying Activities

The Regulatory Tariffs and Information department is primarily responsible for
maintaining and updating SoCalGas’s tariff book. The department prepares and submits Advice
Letters; prepares and submits responses to Advice Letter protests and draft resolutions; provides
guidance to other company departments on tariff interpretation and regulatory compliance; and
responds to CPUC staff inquiries. In this capacity, Regulatory Tariffs and Information is
responsible for SoCalGas’s compliance with GO 96-B, the Commission order that contains the
various rules that govern Advice Letters submittals. Additionally, the Tariffs department
provides case management for CPUC complaint proceedings, when applicable, as well as
providing tariff support to Regulatory Case Management in major proceedings before the CPUC
and tracking certain regulatory compliance requirements.

In addition to these activities, Regulatory Tariffs and Information includes non-labor
charges for SoCalGas’s regulatory noticing requirements. Rule 3.2(c) and 3.2(d) of the CPUC’s
Rules of Practice and Procedure require SoCalGas to include notices of new application filings

with customer rate impacts in a newspaper publication in each of the 12 counties in which the
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Company provides service, as well as to include a notice of the new application filing in each of
the roughly 2 million paper bills SoCalGas mails. Additionally, Rule 13.1(b) requires notices to
be published in newspapers ahead of public participation hearings, and Rule 13.1(c) affords the
presiding officer of a CPUC proceeding to require additional noticing, such as through bill
inserts.

As a result of the increased regulatory activity discussed in other sections of this
testimony, the costs for the required Rule 3.2 regulatory noticing have increased substantially,
resulting in $0.780 million in nonlabor expenses in the BY. Regulatory activity requiring Rule
3.2 noticing is anticipated to remain significantly elevated when compared to the five-year
average, with the 2025 recorded nonlabor costs being indicative of anticipated costs going
forward.

2. Forecast Method

A BY forecast methodology was used for forecasting Regulatory Tariffs and Information.
These expenses will be included in the TY 2028 revenue requirement as forecasted. The use
of a BY forecast methodology is appropriate and provides a reasonable basis for developing a
forecast of TY 2028 costs for the department given the increased expense for Rule 3.2 noticing
requirements SoCalGas incurred in 2025, which resulted from an increase in regulatory activity
that is anticipated to continue into TY 2028, and which would not be captured by a forecast
based on historical averages.

3. Cost Drivers

The cost driver behind the Regulatory Tariffs and Information forecast increase is a labor
adjustment. The BY forecast was adjusted for $0.078 million?? in labor to add back the full-year

impact of a partial FTE vacant during this period.

22 An adjustment of $0.014 million reflects changes in connection with the compensation modernization
initiative. Please refer to the Compensation and Benefits Testimony (Ex. SCG-16/SDGE-20).
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D. Regulatory Case Management

TABLE SM-18
Regulatory Case Management Summary of Costs
2025 Adjusted-
D. REGULATORY Recorded (000s) TY2028 Est. (000s) Change (000s)
AFFAIRS (In 2025 §)
NSS | USS | Total | NSS | USS | Total NSS | USS | Total

3. Regulatory Case | 1852 1852 | 2