



Application No:       A.08‑02‑001



Exhibit No.:




Witness:
      John A. Roy




	
In the Matter of the Application of San Diego Gas & Electric Company (U 902 G) and Southern California Gas Company (U 904 G) for Authority to Revise Their Rates Effective January 1, 2009, in Their Biennial Cost Allocation Proceeding.  

	)
)
)
)
)
)
)
	A.08‑02‑001
(Filed February 4, 2008)




PREPARED DIRECT TESTIMONY

OF JOHN A. ROY
SAN DIEGO GAS & ELECTRIC COMPANY

AND

SOUTHERN CALIFORNIA GAS COMPANY
BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

July 2, 2008

TABLE OF CONTENTS

Page

1I.
QUALIFICATIONS


1II.
PURPOSE


2III.
OVERVIEW


2A.
Forecasted Balances as of December 31, 2008


2B.
Proposed Elimination of Accounts


4IV.
REGULATORY ACCOUNTS


4A.
Regulatory Accounts – Forecasted Balances as of December 31, 2008


41.
Core Fixed Cost Account (CFCA)


52.
Noncore Fixed Cost Account (NFCA)


63.
Gas Storage Balancing Account (GSBA)


74.
Rewards and Penalties Balancing Account (RPBA)


75.
Self-Generation Program Memorandum Account (SGPMA)


86.
Hazardous Substance Cleanup Cost Account (HSCCA)


87.
FERC Settlement Proceeds Memorandum Account (FSPMA)


98.
Gain/Loss on Sale Memorandum Account (GLOSMA)


99.
Integrated Transmission Balancing Account (ITBA)


1010.
Natural Gas Supplier Refunds Account (NGSRA)


1111.
Curtailment Penalty Funds Account (CPFA)


11B.
Regulatory Accounts – Proposed Elimination from Preliminary Statement


111.
Natural Gas Vehicle Adjustment Clause Account (NGVA)


122.
California Solar Initiative Balancing Account (CSIBA)


123.
Advanced Metering Infrastructure Memorandum Account (AMIMA)


134.
Interstate Transition Cost Surcharge Account (ITCS)


135.
Core Interstate Transition Cost Surcharge Account (CITCSA)


136.
Baseline Balancing Account (BBA)


147.
Research Development & Demonstration (RD&D) Balancing Account – (Pre-2001)


158.
Fiber Optic Cable in Gas Pipelines Services Account (FIGA)


159.
Cogeneration Shortfall Memorandum Account (CSMA)


1510.
Gas Demand-Side Management (DSM) Memorandum Account (DSMMA)


1511.
Global Settlement Tracking Account (GLOBAL)


1612.
Allocation of Pacific Interstate Transmission Company (PITCO) and Pacific Offshore Pipeline Company (POPCO) Excess Costs (APPEC)


16V.
TARIFFS


16A.
Biennial Cost Allocation Proceeding (BCAP), Section III in Preliminary Statement


17B.
Schedule GPC – Gas Procurement for Core Customers


17C.
Schedule GTC-SD – Natural Gas Transportation Service for Core Customers San Diego County


17VI.
SUMMARY





PREPARED DIRECT TESTIMONY

OF JOHN A. ROY
I.
QUALIFICATIONS

My name is John A. Roy.  I am employed by San Diego Gas & Electric Company (SDG&E), as a Principal Regulatory Accounts Advisor in the Tariffs and Regulatory Accounts Department.  My business address is 8330 Century Park Court, San Diego, California 92123.  My current responsibilities include developing and maintaining gas balancing account forecast models for regulatory filings and reporting purposes; maintaining existing balancing accounts; developing revenue requirements; and providing case management support services.

In 1970 I received a Bachelor of Science degree in Civil Engineering from Purdue University.  I finished all requirements for a Master of Business Administration with emphasis in Finance, except the thesis, from San Diego State University in 1977.

In 1978 I joined SDG&E as a Cost Engineer in the Capital Budget Department.  I transferred to the Marketing Department in 1979 as a Project Coordinator and held various positions of increasing responsibility within the department until 1998 when I was a Senior Program Manager.  In July, 1998, I assumed a position as a Tariff Administrator.  The title of the position was changed to Regulatory Accounts Analyst in March, 2002.  In December, 2003, I assumed my current position.

I have previously testified before this Commission.
II.
PURPOSE

The purpose of my testimony is to (1) present the forecasts of the December 31, 2008 account balances in SDG&E’s authorized gas regulatory accounts; (2) describe the regulatory accounts that are proposed to be eliminated because they are no longer needed, and (3) describe the related changes to the applicable tariffs.  SDG&E proposes to amortize the applicable balances over a 12-month period, beginning January 1, 2009.

III.
OVERVIEW

The following gas regulatory accounts are addressed in this chapter:

A.
Forecasted Balances as of December 31, 2008

1. Core Fixed Cost Account (CFCA)

2. Noncore Fixed Cost Account (NFCA)

3. Gas Storage Balancing Account (GSBA)

4. Rewards and Penalties Balancing Account (RPBA)

5. Self-Generation Program Memorandum Account (SGPMA)

6. Hazardous Substance Cleanup Cost Account (HSCCA)

7. FERC Settlement Proceeds Memorandum Account (FSPMA)

8. Gain/Loss on Sale Memorandum Account (GLOSMA)

9. Integrated Transmission Balancing Account (ITBA)

10. Natural Gas Supplier Refunds Account (NGSRA)

11. Curtailment Penalty Funds Account (CPFA)

B.
Proposed Elimination of Accounts

1. Natural Gas Vehicle Adjustment Clause Account (NGVA)

2. California Solar Initiative Balancing Account (CSIBA)

3. Advanced Metering Infrastructure Memorandum Account (AMIMA)

4. Interstate Transition Cost Surcharge Account (ITCS)

5. Core Interstate Transition Cost Surcharge Account (CITCSA)

6. Baseline Balancing Account (BBA)

7. Research Development & Demonstration (RD&D) Balancing Account – ( Pre-2001)

8. Fiber Optic Cable in Gas Pipelines Services Account (FIGA)

9. Cogeneration Shortfall Memorandum Account (CSMA)

10. Gas Demand-Side Management (DSM) Memorandum Account (DSMMA)

11. Global Settlement Tracking Account (GLOBAL)

12. Allocation of Pacific Interstate Transmission Company (PITCO) and Pacific Offshore Pipeline Company (POPCO) Excess Costs

The forecasted December 31, 2008 account balances are summarized in Table 1, and are based upon recorded data through November 2007.

The rates authorized in the 1999 BCAP decision (D. 00-04-060) became effective June 1, 2000.  As authorized, SDG&E subsequently filed annual regulatory account updates by advice letter in October of each year, requesting authority to incorporate estimated December 31 regulatory account balances into rates, effective on January 1 of the following year.  SDG&E filed its latest annual regulatory account update by Advice Letter 1728-G dated October 25, 2007, requesting authority to incorporate forecasted December 31, 2007 regulatory account balances into rates, effective on January 1, 2008.  The Commission approved this advice letter on December 24, 2007.

SDG&E intends to file its next annual regulatory account update by advice letter in October 2008 providing an update on the forecasted regulatory account balances as of December 31, 2008.  That regulatory account balance update will reflect the latest available information on the regulatory account balances, including forecasts of other regulatory accounts established in other proceedings (e.g., 2008 General Rate Case Application (A.) 06-12-009).  That update in regulatory account balances will supersede the forecast being provided herein in Section D in order to ensure that rates are based on forecasted regulatory account balances that reflect the latest available information for incorporation into rates effective January 1, 2009.

Consistent with approved Commission practice, SDG&E proposes to continue filing annual regulatory account updates by advice letter in October of each year, requesting authority to incorporate those balances into rates effective on January 1 of the following year.

The proposed cost allocation and associated rate impact of the regulatory account balances are addressed in the testimony of Mr. Bonnett.
IV.
REGULATORY ACCOUNTS

SDG&E’s regulatory accounts are described below and address the following: (1) the forecasted account balances as of December 31, 2008 and (2) the proposed elimination of certain regulatory accounts that are no longer needed.

A.
Regulatory Accounts – Forecasted Balances as of December 31, 2008

SDG&E’s forecast of regulatory account balances as of December 31, 2008 is based on recorded data through November 2007.

1.
Core Fixed Cost Account (CFCA)
The CFCA is a balancing account authorized by D.05-03-023, dated March 17, 2005.  D.05-03-023 authorized SDG&E to record the difference between its authorized gas core transportation base margin revenue requirement and recorded base margin revenues from authorized gas transportation rates, which is recorded in the Base Margin Revenue Requirement subaccount (CFCA-Margin).  The CFCA also has two other subaccounts: the (1) Southern California Gas Company (SoCalGas) Transportation Costs (CFCA-SCG) and (2) Other SDG&E Costs (CFCA-Other).  The "SoCalGas Costs" subaccount records SoCalGas charges billed to SDG&E and offsetting revenues.  The “Other SDG&E Costs” subaccount records costs and offsetting revenues for unaccounted for (UAF) gas and company use (CU) gas.

The authorized gas core transportation base margin revenue requirement is recorded to the CFCA-Margin subaccount on a monthly basis using seasonality percentage factors.  SDG&E proposes to update these factors as described in the work papers in the demand forecast testimony of Mr. Emmrich.
With the implementation of core portfolio consolidation
/ for SDG&E and SoCalGas effective April 1, 2008, SDG&E also proposes to modify its CFCA to be consistent with SoCalGas procedures regarding the treatment of the storage revenue requirement for core gas procurement customers.  SDG&E proposes to modify its CFCA to balance the authorized revenue requirement for storage by incorporating it into the calculations for the base margin revenue requirement.  
The CFCA balance is forecasted to be undercollected by $12.5 million as of December 31, 2008.  The forecasted undercollection is primarily due to unfavorable carryovers
/ from previous years and UAF and CU costs being greater than the currently authorized revenue requirement due to expected higher than adopted gas commodity prices.  SDG&E proposes to include the forecasted CFCA balance in rates, amortized over a 12-month period, beginning January 1, 2009.  SDG&E will also reflect in January 1, 2009 rates the new authorized revenue requirements for UAF, CU and storage that result from this proceeding.

2.
Noncore Fixed Cost Account (NFCA)

The NFCA is a balancing account authorized by D.05-03-023, dated March 17, 2005, which authorizes SDG&E to record the difference between its authorized gas noncore transportation base margin revenue requirement and recorded base margin revenues from authorized gas transportation rates, which is recorded in the Base Margin Revenue Requirement subaccount (NFCA-Margin).  The NFCA also has two other subaccounts: the (1) Southern California Gas Company (SoCalGas) Transportation Costs (NFCA-SCG) and (2) Other SDG&E Costs (NFCA-Other).  The "SoCalGas Costs" subaccount records SoCalGas charges billed to SDG&E and offsetting revenues.  The “Other SDG&E Costs” subaccount records costs and offsetting revenues for UAF and CU gas.

The authorized gas noncore transportation base margin revenue requirement is recorded to the NFCA-Margin subaccount on a monthly basis using seasonality percentage factors.  SDG&E proposes to update these factors as described in the workpapers in the demand forecast testimony of Mr. Emmrich.
The NFCA balance is forecasted to be undercollected by $2.9 million as of December 31, 2008.  The forecasted undercollection is primarily due to UAF and CU costs being greater than the currently authorized revenue requirement due to expected higher than adopted gas commodity prices.  SDG&E proposes to include the forecasted NFCA balance in rates, amortized over a 12-month period, beginning January 1, 2009.  SDG&E will also reflect in January 1, 2009 rates the new authorized revenue requirement for UAF and CU that result from this proceeding.

3.
Gas Storage Balancing Account (GSBA)

The GSBA was authorized by D.93-02-013, dated February 3, 1993, which authorized SDG&E to record the difference between the actual costs of its storage services and the revenues collected for these services.  Pursuant to Resolution G-3050, dated March 24, 1993, SDG&E receives 100% balancing account treatment for its storage costs.  The GSBA has core and noncore subaccounts.

With the implementation of core portfolio consolidation
/ for SDG&E and SoCalGas effective April 1, 2008, SDG&E eliminates core subscription and noncore procurement service.  Therefore, SDG&E proposes to eliminate the GSBA noncore subaccount after its balance is amortized to a negligible amount, which is expected to be at year-end 2009.  Any residual balance will be transferred to SDG&E’s NFCA.

With the proposal to record the storage revenue requirement to the CFCA, SDG&E also proposes to eliminate the GSBA core subaccount.  As described in Section D.a.1., SDG&E proposes to modify its CFCA to be consistent with SoCalGas procedures regarding the treatment of the storage revenue requirement for core gas procurement customers.  SDG&E proposes to modify its CFCA to balance the authorized revenue requirement for storage by incorporating it into the calculations for the base margin revenue requirement.  SDG&E plans to eliminate the GSBA core subaccount after its balance is amortized to a negligible amount.  Any residual balance will be transferred to SDG&E’s CFCA.

The GSBA balance is forecasted to be undercollected by $6.5 million as of December 31, 2008.  The forecasted undercollection is primarily due to forecasted expenses being greater than the current authorized revenue requirement.  SDG&E proposes to include the forecasted GSBA balance in rates, amortized over a 12-month period, beginning January 1, 2009.  
4.
Rewards and Penalties Balancing Account (RPBA)

The RPBA records SDG&E’s rewards, penalties and performance‑based ratemaking revenue sharing.  The RPBA is also utilized to amortize the forecasted year-end balance in certain memorandum accounts as noted in footnote 2 of Table 1.

The RPBA balance is forecasted to be undercollected by $0.1 million as of December 31, 2008.  SDG&E proposes to include the forecasted RPBA balance in rates, amortized over a 12‑month period, beginning January 1, 2009.

5.
Self-Generation Program Memorandum Account (SGPMA)

The SGPMA, effective March 8, 2002, records the incremental costs associated with SDG&E’s Self-Generation Incentive Program (SGIP) as outlined in D.02-02-026, D.01-09-012, D.01-07-028 and D.01-03-073.  Self-generation refers to distributed generation technologies, such as microturbines, small gas turbines, wind turbines, photovoltaics, fuel cells, internal combustion engines, and combined heat and power (or cogeneration).  The SGIP budget is allocated between electric and gas customers (93 percent and 7 percent, respectively).  The authorized program cost for gas
/ was $1.1 million annually through 2006.  In 2007 the authorized program cost for gas is $0.8 million pursuant to Commission D.06-12-033 dated December 14, 2006.  The SGPMA
/ was modified in January 2006 to record the authorized 2006 program costs and corresponding authorized revenue requirement associated with the California Solar Initiative (CSI)
/ and record the SGIP revenues from amortization rates as authorized by the Commission.

The SGPMA
/ was modified in September 2006 to record the SGIP authorized revenue requirements beginning January 1, 2007.

The SGPMA net
/ balance is forecasted to be undercollected by approximately $0.8 million as of December 31, 2008 due to the revenue requirement for SDG&E’s SGIP for 2009.  In D.06-12-033, SDG&E’s prospective authorized revenue requirement for the SGIP was lowered to $0.8 million to fund only non-solar distributed generation projects.  However, the funding level for the SGIP is only authorized through December 31, 2007.  On December 19, 2007, the Commission issued a proposed decision recommending the SGIP funding level for 2008 and onwards be equal to the funding in 2007.  A final decision is anticipated in the first quarter of 2008, so SDG&E will include an updated forecast in the regular annual regulatory account balance update filing in October 2008 for any difference between the proposed and final SGIP funding level.  SDG&E proposes to include the SGPMA balance in rates to be amortized over a 12-month period beginning January 1, 2009.

6.
Hazardous Substance Cleanup Cost Account (HSCCA)

The HSCCA was approved by D.94-05-020, dated May 4, 1994, which provides a mechanism for allocating costs and recoveries associated with hazardous substance-related activities.  These activities include hazardous substance cleanup and litigation, and related insurance payouts.  SDG&E recovers the recorded year-end HSCCA balance by transferring and amortizing it in the RPBA.  SDG&E proposes to add language to the HSCCA tariff by which it will be authorized to amortize the balance within the HSCCA.  SDG&E also proposes to move the tariff description of the HSCCA from the Miscellaneous section to the Balancing Accounts section within the Preliminary Statement.
The HSCCA balance is forecasted to be undercollected by $0.2 million as of December 31, 2008.  SDG&E proposes to include the forecasted HSCCA balance in rates, amortized over a 12-month period, beginning January 1, 2009.

7.
FERC Settlement Proceeds Memorandum Account (FSPMA)

The original purpose of the FSPMA (previously established as the El Paso Settlement Proceeds Memorandum Account) was solely to record the El Paso Settlement proceeds allocable to core aggregation customers pursuant to D.03-10-087.  The new FSPMA
/ incorporates a modification to include the core aggregation customers’ share of all FERC settlement proceeds received from other companies settling with the State of California for their involvement in the 2000-2001 energy crisis.

The FSPMA balance is forecasted to be zero as of December 31, 2008.
8.
Gain/Loss on Sale Memorandum Account (GLOSMA)

The GLOSMA records the ratepayers’ allocation of the after tax gains and losses associated with the sale of SDG&E’s assets pursuant to the mechanism adopted by D.06-05-041 dated May 25, 2006, as modified by D.06-12-043 dated December 14, 2006, and Resolution G‑3399 dated July 26, 2007.  SDG&E A.L. 1804-E-A/1623-G-A dated August 6, 2007 requested Commission approval to create the GLOSMA, which was approved on December 24, 2007.  In 2007, SDG&E recorded to the GLOSMA a $1.2 million gain that was allocated to customers from the sale of the Encanto facility.  The forecasted amount of $1.0 million is being amortized as part of the regulatory account balances reflected in rates effective January 1, 2008.

The GLOSMA balance is forecasted to be zero as of December 31, 2008.
9.
Integrated Transmission Balancing Account (ITBA)

The ITBA records the difference between the authorized transmission system revenue requirements and the corresponding transmission revenues pursuant to D.06-04-033, dated April 13, 2006 and D.06-12-031, dated December 14, 2006.  Under System Integration, the balance in the ITBA shall be combined with the balance in SoCalGas’ ITBA-SI subaccount and re-allocated between the utilities based on cold year throughput.  SDG&E’s allocation of the ITBA balances shall be amortized in the following year’s rates as proposed in SDG&E’s annual October regulatory account balance update filing.  SDG&E A.L. 1668-G-A dated September 17, 2007 requested Commission approval to create the ITBA, which was approved on November 20, 2007.

SDG&E A.L. 1668-G-A describes that the ITBA shall record the authorized transmission system revenue requirement, which includes the cost for transmission company-use fuel.  Based on strict interpretation of this language, SDG&E will record the authorized and not actual transmission CU fuel cost.  Prior to authorization of the ITBA, SDG&E was authorized to balance actual transmission CU fuel costs in the CFCA and NFCA.  As such, SDG&E proposes to correct this inadvertent mistake by clarifying that SDG&E’s ITBA should balance actual and not authorized transmission CU fuel costs as part of the total transmission system revenue requirement cost.

Beginning January 1, 2009, SDG&E also proposes to record the authorized transmission system revenue requirement monthly based on seasonality percentage factors instead of on a 1/12 basis.  The seasonality percentage factors to be based on the proposed demand forecast as described in the testimony of Mr. Emmrich.  This change will provide a better comparison between expenses and revenues recorded in the ITBA and will be consistent with the currently authorized methodology for the CFCA and NFCA.  
The ITBA balance, before its re-allocation between SDG&E and SoCalGas, is forecasted to be undercollected by $4.7 million as of December 31, 2008 due to authorized transmission system costs being greater than the forecasted transmission revenues.  The ITBA balance, after its re-allocation between SDG&E and SoCalGas, is forecasted to be undercollected by $1.1 million.
10.
Natural Gas Supplier Refunds Account (NGSRA)

The NGSRA records refunds received from natural gas suppliers in the form of lump-sum payments pursuant to D.93-04-037 dated April 7, 1993.  These refunds are maintained in the NGSRA until they exceed $1 million, excluding interest.  Once the refunds exceed $1 million, SDG&E is to file, in conjunction with its Annual Report of Natural Gas Supplier Refunds, a Natural Gas Refund Plan, a proposal by which the supplier refunds will be refunded to SDG&E’s customers.  SDG&E has recorded $0.8 million in the NGSRA, reflecting refunds received from November 1996 through June 1999.  These refunds are to be returned to core customers.

The NGSRA balance is forecasted to be overcollected by $1.2 million (including interest) as of December 31, 2007 and December 31, 2008.  Given the inactivity in the account, even though the refunds have not exceeded the $1 million level, SDG&E proposes to refund the balance to customers by transferring the $1.2 million overcollection to the Core Fixed Cost Account (CFCA).  Since the NGSRA balance will then be zero and the account will no longer be needed, SDG&E proposes to eliminate the account.
11.
Curtailment Penalty Funds Account (CPFA)

The Curtailment Penalty Funds Account (CPFA) is a balancing account in which SDG&E records revenues collected from the Curtailment Penalty provisions as set forth in SDG&E’s Rule 14.  As provided in the CPFA description in SDG&E’s preliminary statement, SDG&E shall propose in the BCAP the manner by which the accumulated balance in the CPFA shall be returned to customers.  Curtailment penalty revenues of $3.3 million were recorded from December 2000 through April 2001.  
The CPFA balance is forecasted to be overcollected by $4.4 million as of December 31, 2008.  The proposed refund plan is addressed in the testimony of Mr. Schwecke.  
B.
Regulatory Accounts – Proposed Elimination from Preliminary Statement

1.
Natural Gas Vehicle Adjustment Clause Account (NGVA)

The NGVA records program costs and revenues as authorized by the Commission.  D.03‑10‑086, dated and effective October 30, 2003 authorized a budget for the discretionary aspects of SDG&E’s NGV program and directed it to utilize balancing account treatment.  D.03‑10‑086 also authorized SDG&E to use this account through December 31, 2005.  D.05‑05‑010, dated and effective May 5, 2005, authorized the discretionary program funding authorized in D.03-10-086 to continue until a final Commission decision on SDG&E’s next Low Emission Vehicle funding request in its General Rate Case (GRC) or Cost of Service proceeding.

In its 2008 GRC A.06-12-009, SDG&E requested that the NGV Program be funded through a new SoCalGas shared services organization that will be created in 2008.  Once this funding receives Commission approval, SDG&E proposes to eliminate the NGVA.

The NGVA balance is forecasted to be undercollected by $0.5 million as of December 31, 2007 and decrease to $0.1 million as of December 31, 2008.  Since the account will no longer be needed, SDG&E proposes to transfer the December 31, 2008 balance between the CFCA and NFCA and eliminate the account.

2.
California Solar Initiative Balancing Account (CSIBA)

The purpose of the CSIBA is to record the CSI program costs and Revenue Requirement beginning on January 1, 2007 as outlined by D.06-01-024, dated January 12, 2006. In 2006, pursuant to D.05-12-044, dated December 15, 2005, SDG&E incorporated the annual CSI revenue requirement in 2006 rates and requested modification to its SGPMA to begin recording the authorized annual revenue requirement associated with the CSI program.
/ 
In 2007, no CSI revenue requirement was included in rates in accordance with Senate Bill (SB) 1, which mandated that CSI program costs no longer be funded by customers through gas rates.
/  
D.06-12-033, dated December 14, 2006, in Rulemaking (R.) 06-03-004 and in response to Senate Bill (SB) 1, dated August 21, 2006, directed SDG&E to carryover any unspent SGIP/CSI solar funds to its 2007 SGIP renewable budget.  Consistent with D.06-12-033, SDG&E transferred any remaining solar funds in the CSIBA at December 31, 2007 to the SGPMA.  Since the balance in the CSIBA is zero at the end of 2007 and the account is no longer needed, SDG&E proposes to eliminate the CSIBA.  
3.
Advanced Metering Infrastructure Memorandum Account (AMIMA)

The purpose of the AMIMA is to record and recover the incremental pre-deployment operating and maintenance expenses incurred as a result of advanced metering infrastructure (AMI) pre-deployment prior to AMI program implementation.  The AMIMA is allocated 76% and 24% between electric distribution and gas distribution, respectively.  At the end of each year, the balance in the AMIMA is transferred to the RPBA for rate recovery.  The RPBA is included in the Regulatory Account Update advice letter filed in October of each year, with rates effective the following January 1st.  
D.07-04-043, dated April 12, 2007, authorized the implementation of AMI and its costs and revenues to be recorded in the newly created AMI Balancing Account.

The AMIMA balance is forecasted to be undercollected by $0.9 million as of December 31, 2007 and its balance at year-end 2007 was transferred to the RPBA.  Since the balance in the AMIMA is zero at the end of 2007 and the account is no longer needed, SDG&E proposes to eliminate the AMIMA.  
4.
Interstate Transition Cost Surcharge Account (ITCS)

The ITCS account records all interstate transition costs.  These costs represent that portion of the SoCalGas interstate pipeline capacity obligations, which are passed through to SDG&E in SoCalGas’ transportation rates.  As of January 1, 2009, SDG&E plans on no further ITCS costs from SoCalGas
/ due to the expiration of its Transportation Service Agreement.

The ITCS balance is forecasted to be overcollected by $0.1 million as of December 31, 2007 and to decrease to $0.03 million by December 31, 2008.  Since the account will no longer be needed, SDG&E proposes to transfer the December 31, 2008 balance between the CFCA and NFCA and eliminate the account.

5.
Core Interstate Transition Cost Surcharge Account (CITCSA)

The CITCSA records the differential between SDG&E’s actual brokered capacity cost and the above market cost of its reservation of firm capacity on the El Paso Natural Gas Company pipeline system.  The CITCSA
/ was deactivated in September 2001 because the brokered capacity cost exceeded the reservation cost.  The remaining balance at the time was transferred to the Purchased Gas Account.

The CITCSA balance is zero and is no longer needed.  Therefore SDG&E proposes to eliminate the CITCSA.

6.
Baseline Balancing Account (BBA)

The BBA records the revenue under/overcollection associated with baseline allowance changes as authorized in D.02-04-026, and as modified by D.02-05-010, from May 31, 2002 until May 1, 2004.  The BBA maintains revenue neutrality for SDG&E until customer rates are revised in conjunction with the baseline allowance changes.  D.04-02-057,
/ dated February 26, 2004, adjusted residential gas rates to eliminate the ongoing baseline shortfalls.

The BBA balance is forecasted to be undercollected by $0.01 million as of December 31, 2007 and December 31, 2008.  Since the account is no longer needed, SDG&E proposes to transfer the December 31, 2008 balance to the CFCA and eliminate the account.  
7.
Research Development & Demonstration (RD&D) Balancing
Account – (Pre-2001)

The RD&D Balancing Account initially authorized by D.88-09-063, dated September 28, 1988, in SDG&E’s1989 GRC.  The purpose of the account is to record the actual costs associated with the authorized public interest research, development and demonstration program and associated revenues.

Resolution G-3303, dated December 21, 2000, as directed by Assembly Bill 1002, in part adopted gas public purpose program (PPP) surcharge rates effective January 1, 2001.  D.04‑08‑010 authorized utilities to modify their regulatory accounts to facilitate the unbundling of PPP costs from their rates.  As of January 1, 2005, pursuant to D.04-08-010, the purpose of this account is to record the gas surcharge collected from non-exempt customers that will be remitted to the State Board of Equalization (BOE) to fund programs administered by the California Energy Commission (CEC) or other non-utility entity designated by the Commission.

The RD&D Account has Pre-2001 and Post-2000 subaccounts to record expenses and revenues for the applicable timeframes.

The RD&D Account, Pre-2001 subaccount balance is forecasted to be overcollected by $0.06 million as of December 31, 2007 and December 31, 2008.  Since the subaccount will no longer be needed, SDG&E proposes to transfer the December 31, 2008 balance between the CFCA and NFCA and eliminate the Pre-2001 subaccount. 
8.
Fiber Optic Cable in Gas Pipelines Services Account (FIGA)

The FIGA records the capital component of FIG (Fiber Optic Cable in gas Pipeline) program revenues associated with the use of SDG&E’s gas distribution system as authorized in D.03-10-017, dated October 2, 2003.  It authorized SDG&E to establish a new service allowing telecommunication and cable TV companies to place fiber optic cable in SDG&E’s active gas pipelines.

D.04-12-015, dated December 2, 2004, authorized the revenue from FIG to be recorded as miscellaneous revenue.  Therefore, the account is no longer needed and SDG&E proposes that the FIGA be eliminated.

9.
Cogeneration Shortfall Memorandum Account (CSMA)

The purpose of the CSMA, pursuant to Resolution G-3062, is to track the shortfall in cogeneration revenues that resulted from cogeneration actual rates being different from cogeneration default rates adopted in the utility’s last gas cost allocation proceeding.  No shortfall has ever been recorded to the CSMA so the account balance is zero, and given the current EG rate design, the account is no longer needed.  SDG&E proposes that the CSMA be eliminated.

10.
Gas Demand-Side Management (DSM) Memorandum Account (DSMMA)

The DSMMA was approved by D.92-12-019 to track the unamortized DSM balance or “true-up amount” remaining from the elimination of the Gas Efficiency Balancing Account (GEBA).  Pursuant to D.92-12-019, the “true-up amount” remaining from the elimination of the GEBA shall be placed in the DSMMA where it will accrue interest through 1993 and was included in SDG&E’s 1994 Attrition filing.  Since the balance in the account is currently zero and the account is no longer needed, SDG&E proposes that the DSMMA be eliminated.

11.
Global Settlement Tracking Account (GLOBAL)

The GLOBAL tracks the revenues collected from customers for the payment of SDG&E’s financial obligation to SoCalGas as adopted in D.94-07-064, the SoCalGas Global Settlement Agreement decision.  The GLOBAL entries are only for tracking purposes and are not recorded on the general ledger.

The Global Settlement Prepayment Balancing Account (GSPBA) recorded the revenues collected from customers to prepay the Global Settlement as adopted in D.94-07-064.  The GSPBA
/ was eliminated in accordance with Commission D.00-04-060 in SDG&E’s 1999 BCAP. 

Since the entries to the GLOBAL are only for tracking purposes, no treatment of the remaining balance in this account is needed.  SDG&E proposes that the GLOBAL be eliminated.

12.
Allocation of Pacific Interstate Transmission Company (PITCO) and Pacific Offshore Pipeline Company (POPCO) Excess Costs (APPEC)

The APPEC is described in SDG&E’s Preliminary Statement, Section VIII, titled Miscellaneous.  The APPEC section of the Preliminary Statement was established pursuant to D.94-07-064, the SoCalGas Global Settlement Agreement decision, and states the method for allocation of the excess costs.  The allocation of these costs ended with the elimination of the GSPBA in accordance with Commission D.00-04-060 in SDG&E’s 1999 BCAP.  SDG&E proposes that the APPEC be eliminated.

V.
TARIFFS

In addition to the elimination of various regulatory accounts described in Section D above, SDG&E proposes to make changes to the following related tariffs:

A.
Biennial Cost Allocation Proceeding (BCAP), Section III in Preliminary Statement

SDG&E proposes to streamline the BCAP section of its Preliminary Statement.  SDG&E proposes to a) eliminate the “Definitions” section and in its place reference Rule 1, Definitions for applicable definitions, b) modify “Revenue Requirement” section to include the Gas Base Margin and Cost Allocation Factors, which are currently described in the Definitions section, and c) eliminate the “Cogeneration Default Rates For Transportation Services” section given the current EG rate design.  The Cogeneration Default Rates section describes revenue shortfalls that are to be tracked in the CSMA.  SDG&E is also proposing to eliminate the CSMA as described above.

B.
Schedule GPC – Gas Procurement for Core Customers

SDG&E proposes to eliminate the reference to CITCS in conjunction with the elimination of the CITCSA as described above.  
C.
Schedule GTC-SD – Natural Gas Transportation Service for Core Customers San Diego County

SDG&E proposes to eliminate the reference to CITCS in conjunction with the elimination of the CITCSA as described above.

VI.
SUMMARY

The regulatory accounts SDG&E proposes to amortize pursuant to the BCAP process, in total, are estimated to be undercollected by a net $22.7 million, as of December 31, 2008.  As shown in Table 1 at the end of this testimony, this reflects a reduction of $8.3 million from the $31.0 million undercollection in current rates.

SDG&E plans to file its regular annual regulatory account update by advice letter in October 2008 to amortize the forecasted December 31, 2008 account balances in rates beginning January 1, 2009.  The forecasted balances in the October 2008 advice filing will update the forecast contained herein.

The regulatory accounts SDG&E proposes to eliminate are described in Section D and the tariffs SDG&E proposes to make changes to are described in Section E.

This concludes my prepared direct testimony.  

	San Diego Gas & Electric Company - 2009 BCAP

Present and Proposed Regulatory Account Balances 1
(Over) / Under Collection

Table 1

	
	
	
	
	
	
	

	
	Account Name
	1/1/08
Present

Amortization

A.L. 1740-G
(MM$)
	
	1/1/09
Proposed
Amortization 1
(MM$)
	
	Revenue

Requirement
Change

1/1/09
(MM$)

	
	
	A
	
	B
	
	(B-A)

	1
	Core Fixed Cost Account (CFCA)
	9.9
	
	12.5
	
	2.6

	2
	Noncore Fixed Cost Account (NFCA)
	3.3
	
	2.9
	
	(0.4)

	3
	Gas Storage Balancing Account (GSBA)
	11.6
	
	6.5
	
	(5.1)

	4
	Rewards and Penalties Balancing Account (RPBA)
	4.7
	
	0.1
	
	(4.6)

	5
	Self-Generation Program Memo. Account (SGPMA)
	0.8
	
	0.8
	
	--

	6
	Hazardous Substance Cleanup Cost Account (HSCCA) 2
	0.4
	
	0.2
	
	(0.2)

	7
	FERC Settlement Proceeds Memo. Account (FSPMA)
	--
	
	--
	
	--

	8
	Gain/Loss on Sale Memorandum Account (GLOSMA) 2
	(1.0)
	
	--
	
	1.0

	9
	Integrated Transmission Balancing Account (ITBA) 3
	--
	
	1.1
	
	1.1

	10
	Natural Gas Supplier Refunds Account (NGSRA)
	--
	
	(1.2)
	
	(1.2)

	11
	Advance Metering Infrastructure Memo. Account (AMIMA) 2
	0.9
	
	--
	
	(0.9)

	12
	Interstate Transition Cost Surcharge Account (ITCS)
	(0.1)
	
	--
	
	0.1

	13
	Baseline Balancing Account (BBA)
	--
	
	--
	
	--

	14
	Research Development & Demonstration (RD&D) Balancing Account – ( Pre-2001)
	--
	
	--
	
	--

	15
	Natural Gas Vehicle Adjustment Clause Account (NGVA)
	0.5
	
	--
	
	(0.5)

	
	
	
	
	
	
	

	16
	Total Amortization
	$31.0
	
	$22.9
	
	$(8.1)

	
	
	
	
	
	
	

	17
	Curtailment Penalty Funds Account (CPFA) 4
	n/a
	
	(4.4)
	
	(4.4)

	
	
	
	
	
	
	

	18
	TOTAL
	$31.0
	
	$18.5
	
	$(12.5)

	
	
	
	
	
	
	

	1 Balances are based upon recorded data through November 2007 and assume the rate impacts filed in SDG&E’s Consolidated Gas

  Rate Changes Effective January 1, 2008 (A.L. 1740-G dated December 27, 2007).  This advice letter incorporates SDG&E’s

   Annual Regulatory Account Balance Update for Rates Effective January 1, 2008 (A.L. 1728-G dated October 25, 2007).  Balances exclude franchise fees and uncollectibles.
	

	2 This account is currently amortized via the BCAP Update mechanism filed in October of each year and by transferring the

   year-end balance to the Rewards and Penalties Balancing Account.
	

	3 Balance reflects combined SDG&E and SoCalGas ITBA balances re-allocated between utilities based on cold year throughput per 

   Preliminary Statement.
	

	4 This account is forecasted to have a $4.4 million overcollection as of December 31, 2008, subject to refund to customers.
	


�/ 	Pursuant to Commission D.07-12-019, the implementation of core portfolio consolidation is described in Advice Letter 1739-G, dated December 21, 2007 and approved by the Commission on January 18, 2008.


�/ 	The actual year-end undercollected balances in past years were greater than forecasted year-end balances amortized in rates.  The year-end balances in past years had larger year-end undercollected balances than forecasted due to fourth quarter forecasted demand being greater than actual.


�/ 	Noncore procurement service requested to be eliminated as part of core portfolio consolidation as described in Advice Letter 1739-G, dated December 21, 2007 and approved by the Commission on January 18, 2008.


�/ 	The total electric and gas authorized program cost for SDG&E was $15.5 million annually through 2006.  In 2007, the total electric and gas authorized program cost for SDG&E was $11 million.


�/ 	Changes to the SGPMA were filed in Advice Letter 1761-E/1585-G on December 30, 2005 and approved by the Commission on January 30, 2006.


�/ 	D.06-12-033, dated December 14, 2006, in Rulemaking (R.) 06-03-004 and in response to Senate Bill (SB) 1, dated August 21, 2006, notes that D.06-08-028 directed SDG&E to transfer any unspent solar funds into its CSI balancing account on December 31, 2006, which SDG&E did at year-end 2006.  D.06-12-033 also directed SDG&E to carry over any unspent CSI solar funds to its 2007 SGIP renewable budget, which SDG&E did at year-end 2007.  This is described in Section D.b.2, which describes the CSI balancing account.


�/ 	Changes to the SGPMA were filed in Advice Letter 1821-E/1633-G on August 16, 2006 and approved by the Commission on September 18, 2006.


�/ 	The $0.8 million undercollection is the prospective revenue requirement for 2009.  The balance, without the prospective amount, is forecasted to be overcollected by $3.1 million as of December 31, 2008 due to the funds transfer from the CSIBA at year-end 2007.  These funds are a carryover pursuant to D.06-12-033.


�/ 	The FSPMA was established pursuant to Advice Letter 1604-G, dated March 27, 2006, which was approved by the Commission on April 27, 2006.


�/ 	Changes to the SGPMA were filed in Advice Letter 1761-E/1585-G on December 30, 2005 and approved by the Commission on January 30, 2006. 


�/ 	This is described in SDG&E A.L. 1647-G, dated October 25, 2006, regarding its Annual Regulatory Account Balance Update for Rates Effective January 1, 2007, which was approved by the Commission on January 8, 2007.


�/ 	SoCalGas A.L. 3668 dated October 13, 2006, notes the expiration of the Transportation Service Agreement effective September 1, 2006.  SoCalGas A.L. 3781 dated October 15, 2007, reflects the minimal amount to be amortized in its ITCSA in 2008.


�/ 	Advice Letter 1267-G dated July 31,2001 requested the deactivation of the CITCSA, which was approved by the Commission on April 18, 2002.


�/ 	Advice Letter 1447-G dated April 12, 2004 adjusted residential gas rates to eliminate the ongoing baseline shortfalls.


�/ 	Advice Letter 1270-G dated August 31, 2001 requested the elimination of the GSPBA, which the Commission approved on October 15, 2001.
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