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"corporation or person" to include a corporation, a c0mpany, an
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agsociationjraujointestock-asdociation;~aniindividudlyabfiimsolob
andia:¢opaxtnership.)- We believeithat thedfdrm-ofibudinesgltviios
organization-and :ownerbhipofriaipubliocutilityitsudhes uponiitaxia
publis-calling,.and we-will:notspermit=any.lcérpdrate:styagturalad
change:ithat snecessarilyiidpairsvthe/dischargetof thHat (c&dllify}ofe?
alsq beliave; howéverjnthatithenform ofcorganizatidon ands>irietupos
ownership of any for-profitiv¢énture:-duglitslie,cinithesfirstioob ouw
insSagcg,IinEqu§8gnd discretion ,of; manqggmen;ligugjeqt to the
rightg previded gtheryiss of ,the,eharaheldereoto.gongent ,and £ ox
subjest to 0“{;.93195*31%5# B‘J‘%;eﬁtﬁn% $CeBRALY. £2:PERLESkothEa0o
p“blicrintsrs&,m Purgpant ;tq Rule 83,8,0f onp-Rulgg,of Pragkice.
and Procedure, weintend.the principle sxprgssed.in.ths preseding.
sentence to Jbe precedent for future similar progegdings. 1o opnsds
beacqoscNothingdinnthislrecord! guggestaslthat :-SDG&E!B«maﬁaQéfﬁéﬁﬁa
has exercised-itssbusinegsjudgments tolpursudiitssplanidfsinsposs
reorganizationcéthércthaniregularly? \ItﬁiproféééédGfatiéﬁéléﬁiéﬂe
not implausible. SDG&R's reasondnforiféorgaﬁizabién?areinbbTiHPST
dissimilar to therreadonscitcdgaverdinditdo1986Japplicationrorthaod
reasons ;that: Séuthérn.California EdisontCompany.(Rdison) gave in
its 1987rapplication?iiWe haveyfounditherholding companysformidfos
organiiétion'and:owneréhipirsubjectCEo“éﬁproﬁriateﬁséféﬁuafdéjﬂJdO
suitable: for major fpublié utilitiéssin 6hé)past*u9(Séé, “evgdf Inrv
xg_SgnLhgxn_Qaliigxniﬁ_ﬁdiﬂgﬁicgmnanx?(D 88 01ﬁ063)ozvfcpuczd83413
(Rdisonrbeéidion) ¢ rIns Sanc : .Ble¢ it iy i JossnRT]
(D.86=03<090):'20" CPUC2df660£(1986 Dedisionrqr“iNOthin§ hdsrnolainsd
happened inwthe<pasb15evera1Lyears:thab!neceégaﬁily’ﬁakés\thé(Jt°J
holding dompényYSﬁfuchreﬂlééénintfinsicéllyFSUitabieﬁESdéyi JADU

@bxpuo3a O8 BRES O S YEPIE “BHotTd B8 “Fefulvéa e£°nGuTERaE ™"
ié*é“rg&&g L HALIGR ddodobe® éﬁgg?o{}féé‘”a Bueie gg" Loniin b
shareholdersd’°f€ Qhé 13451£ffgggg§1€qé§€§§g e{!ofJf dﬂm’ggqg ’“IOL_

(1o anemcon ajir al L ia9esd =23f yd badgebs sd Bluow hadrnoe201q51

" iud .enoidibmoo I ed3 hovosqas AU nolisbisnyodsd Haiol sr{_J

boastaepto ad ned doidw (2hitsupsise 25 Innotdibhs ns bsbhraoarnaonsy

--9)% -
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determinédsthatubheiprOposedwbtanbaobioniwasaan¥acQuiéibiénsiDoaaﬁ
activityasubjec;1to:PUiCode Sedtion>8547 wé wéuldihaveirequiredbns
SDG&E; to. show:that stheiréorganiZationiprovides nettbenefitsstospio
theiratepayers>in bqoth,thesshortetermtandilong texm.pi {PU-Codé [ duq
§.854(b) (1)) seHe determiredji-howeverjsthatythis-is:not ssuchcansds
acquisition-.activityinn (SeerSection=854 :0pinionv)cAccordinglyuln
we decline_%thj.mPQSe‘bha}t:bgr’denzonuSDG&E}noq‘—ma vis Yo gidaxoawo
il o 3PAER RINITENABRES "nd chlRdR  TH I Te B EoEpal et 1adRe I
as a PEBULETEE EReCHegaRIGERAE ENAHILRE BREEIPIFBRAY L¥REHgR I TR 1T
occidfoned’Bylied ¥épgRr RitRaddv1Ri0d MdrddP ESRYSNYYUC RdrdaR L ®
conpiny~18 1opundviegst #ic1dh, 2Hilch ndd HE Yferad1818) o>t [dna
ehipibyeesy ndladdetdo and” Ro Pipsdd1adidePERdM £211TE4BIRG En8 S
change of oRh&ibRIBOSE EPELE BofibA dLdER, I RB WY R0t oonodnoz
substitute:ourijudgment sfor=SDI&R*'81conalusionnthat ithe: proposed
reorganizationiiszsuitableée fromiaccorporatergovernancésainoxo asni
standpointi icWeiwillzcrather, fqéusIogswhatﬁCOndibionsimayibegxosi
re'qu'ired:zto:pr_ot;ectsthegpubliccfinteresb-.r ardande  Lofdiavcfast Jon
- ad toF, ol 5 £ ] 3 o enltaiasib
(1l DveD The'%I"—ecentgrhi.etory:;ofkut:iliby%i‘é’ot‘gahiiabiénB rintoncasat
holding.cogpanies hagstbeenca-history-ofiiconditions:»iSDA&LETSRL a3t
obtajned:oyriconsentyinl986-to:ref¢rganize¢din-a-manner:similar:too
what it;now requests: (1986, Decigioni) ‘It Ideolinéd:tocaccépt jiue
the:20cconditionsithat-we thensimposedqs: iWe approvedca similar? oy
transactiqnesfor:Ediscon;but impogediiSrconditiona/ac(Bdisonao=zibi)

Recommendation, ,DRA'S prepared testimpny propossd 85 gafeguards
and guidelings, gome of which overlapped the il Genditions.dn.ths:
Joint Re cgn‘m\%%ﬂat igr} e%%%s%%ﬁp%a:'%% sgo%)ié?tiée%l'fjg%% %QG@E a1ablotlotrida
represented would be adopted by its Parent. In its comments on
the Joint Recommendation, DRA approved the 11 conditions, but

recommended an additional 25 safeguards, which can be organized
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into 10Jadditiona1.c9nditions andfrecomendationst for ou
modifigationsiof the.Joint:Recommendationts propbstd- conditionszm

1o 3””Ob¢l?>{)919.“ﬁfléré‘iztna Y .{ght‘ ARl ot 3:311&1?:?” Rivoda
that alldwa«’ué}td'éayﬂli"is eobvealh, 23l 137 O?naﬂgr nqf‘l)(i&tz:n“?:'
view addi€iénal”¢andieisndiintcsladlor it g% 2i 5Lt g aodantol
behefits ot fléiibﬂitytt'ﬁéf.‘iéa) it Eo f:s‘c&p&%”é’ %idi% c?) pgh
while DRA’ALYiHdpetndt’ this chinlds1n alit ¥y R3ba: Oiﬂu‘tigﬁgi’fq’{r
its végulatéry'péwérs’ 38”47 pdhiic 3ff’[5érr$\1izéing“ h&" a2 ARg e ARy

ERT B Fes i u.cnsu e yiilido s ditw aoitvsanstsd 5 03 236f9t pinb
We are efsdt? strik the balance“tp 31-{‘11,1 NEY 3 1 A,

ST L erayeqolet FOVOE JNREN

easing out oVeraight of competitive and unreaylated,enterpriseRuoo
of af :{liates while retaining our ability effectively to, xegu }9}:9[

utility operations. As ever, we remain determined that the
utility'8ifdmdining PouEeadd BoAatifal "mdfidloly BE ciddr1y
vestéainépePating GR1LE tHA{ e" mayc’{‘ééamyaidéntify"énér’ier‘OJ
reguldte?* 112301y rédiiites MARE18H ehhei 1% %'lfcfiiln s g hie (vsed
baldnde;*Wé fina>ddisa1ved eﬁ@égéd"iﬁ 518428171 83 mfagi\lrgm de08¢1
concerned primarily with questions of p<:~li<:%nrgl:fleile!!,hc}u"‘rr1 rma““
quasi-judicial mode wherecweiwould:be erigajged<inithe:application
of law to-fagts,:~t1i{fdy sucdgslod od ylao boilggs {d)dIE nolions

RENSEEE TR B0 T TV ’rfgébedsihd 88idic{ons®whésd thédpargisj‘),,
are ‘eifﬁéfifﬂ"é'gféém@ﬁé SEV3TFEL" onlyY{I{ '&o?dir{“) \rThe 13208710
examine DRAVEPr épééeé ‘5ddl€{brgai"éondi’éfSﬁ"”‘ 13 o) zeooun BOJIimEl
s (.13 TPB.n d8€L.elnid a0d) sieeysint ivysqolst prnlinbils
A 31_:0: I')f}il‘)ﬂ:(.'d ‘;}J 1)11;;,!11; 32002 wiiw noasosy paifisynod on so2

Chappsr 2id) nr Jnesdsord [sioega
DRA recomménds that we subject all data of SDG&E

affiliatés €6SLAEE AEcEdS €6 TEHE s kid {848nE TndPIR che same

manner Ft”ﬂé'ﬂ?s;ﬁcﬁ'éei'g“é’ﬁbjéct “r“’SDG&ﬁ“ﬁCAﬁ("gnao »Rrgé rc ozEmJau
handle"Eﬁi?ﬁi’sféhé"@“i}éf'é Pdhc& VS PG 6 ""éé‘cé’i‘éﬁ“'ﬁ’? HAPTaRoP o
limit&acedsd E"'t% N““o:gcn‘:d'éi St NEEi 1 aréE" 8’5‘1‘56"‘5(‘:’1:{ 831 gjqu_[f)
betwéen' “Fhe Ui 1Py Jafd afhfi’ér\:é""oﬁ afﬁQ LIRS &M:"m”' Jnsasiq

adversely “affe'dt "the {‘rf\:t-?'”'r of éﬁér?agcﬁgygfs:gaf' bnﬁtfffg oJ
(BY Cdd& § Jj‘fq m)” ‘) 1533 bns ”‘)IJII!JH viisnal .ey 9:030:1 3rfguoxd

=43 d3iw ensehrod yiovooraibh soneled bas adnossosipsaib ovfozais
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accegsi if-ansaffiliate weretan>SDG&B)wh01&Y“owﬁéd éﬂbéidléi9131503
should, not; Regome, o¥RISS: tuareens, it 1y meve, en agfilfate of

Parent, f§ee. ‘. 4 wr;; ng Re enente.-for. ..Gas ._;c

P st T :, A LR o EParr LR —— —

ephone Regardi Ng. Tranga g
S T RO T I S I W T S a »:e.n-:.» R A X 2bhn wWoliv

(0,92:02:018), 38, CPUCZA, 1630377, (AFL}Anbe  Fransactions,Ordors)e
The, access, provided by, Y, Code, Section, 314 (B) «to aff 1 atgin o bl
reCQrds C°"E$§“§n ing}gpi§iqant 1§;nit§t})ong:mfirqtlr hat the ,,;
data relate to a transaction with a utility, and second that the

transactidnt élbﬁeJEﬂAtoqq§ﬁEda3vér i;jgffgcéj atepayérs. The

{ ALY r i 1 e s Y, 5 ens
conditlbﬂ’ﬁréﬁoéadr by BRAwSUTa 44347848 32 iREE et 8r§“‘
1€4¥18n3? wioviioolis y3tiidyg ruo patainldox slidw 203pilills Yo

sl ded) Doplaodob it oW \xove eA | .enolisiteygo yIiliiu

: ,‘,f,quagguegcggg Heimpeged the gubstang en@f b8 vyt
conditiop, in h%&*’?%??ﬁé%%% 2stelephons company decision;in. .
1987*, an N7 %i}ls Deeision 1431}388‘?9$ng¢13?¥?39?thato‘}h?u[j;i

1986 _Decision ¢ont ?in?dr, hig gondition, but pointe out that,ther.q

Edison 06015§°1}qf,§?fn°ts[jo; Yo zaoidsoup ditw ylttenixg Doatodiaon

ot inni{Abithe stimetof-the 1986 [Decisiony<PU Céde (rioibui-iastp
Section 314 (b) applied only to telephone utilities.o3(Sde03 vl 1o -
Stats, 1985 4G:1242..5.1,) 5;¥hen the Legislature, latex ;amended PU

I3

code Section 314‘b?;mm,,PPlyysﬂbekgeesicaL and, gag wtilities, At

v G 19t
limited access to trangactions iny 3{“91%9t§er81%4ne£8%ﬁx o iinsxs

PG G

affecting ratepayer interests. (See Stats 1986 018%5 § 1.) Wet .
see no compelling reason why SDG&E S}'\o’ g')siﬁélgdugﬁ‘:"“of’g%{"?'”‘”Q

sq odslfl3lA o3 nmonuA L,
special treatment in this regard. sd. 03 .04 | 220A L
Faiz Yo sisbh (s Jos{dua oW er{‘ abasrovar ANHG

.on Although the settling parties are have-agreed £94:;ifi1ls

specxfic bgggens sof. progf with,.respect tg(qggcggeryﬁgigpqggpinhneﬂ

Wi

we do not by gq?pting thegg tandardgigésplace‘eu dichy?E?sIbnsd

{10153 02¢ S oL G
diSPUte resgl:v%‘;z?l} pro%e AP e"‘tlb AIfHIQReis.lOI\}IIIEi% 164,50t g
present pragess, praviden (on adnandatony SEGRRL £0% the T8 sou

to a8k 2nd eonger An.goad £aikh, sreducing the Jisputes Fhat.axens
brought before us. Usually utilities and staff haye hbgen ahle to,
resolve disagreements and balance discovery burdens with the

i
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investigative-needs-appropriateézfor;our regulatdry.’obligationsi.on
We hope this.willicontiniue to be thé casdé with 8DG&R:&nd sw {00
affiliate-transadtions,cdnd remind-SDGLE thatiwd.willointeérpretrsy
Section 314cbroadly,/rinca matterinot necedsarily limitéd- by theido
principlerof irelevange to'ancépén procedding.dprodifla .oisuon oy

0 pdEE1da k183 Ak R w L BaBdck E5 AndEdR dpelai o
and ¢8p167eds Seideri{i8ead?endild BE LdGUTRA"EEVaBPEL S04 F 157
testify” iﬂqcoméission brocéeaiﬁg )wiﬁﬁgﬁﬁngdﬁﬁoéﬁg wonaondiy 2163y

i casogiue o wowog oidi seloioxs o ﬁvL{ jon eb ow YT (.C8CC 2

5o PRBLEE conc%rQEthbst 9ffigers..and empleyees, of Paygny,
and ita Bubs}dﬁ rieq and 28 g&lin;B Fangggdngommig?éux .)pfunﬁsi
iuri8919tiqnn%Esweuéoqaet39322938§Dﬂ£t91d?? PEOG85S, . DR, 91keE: 1
the 19Q§fD§84§&Qb‘nYh?H ‘ssgeggi¥§9lggghig§ Leengs k& aj?exo yJrifr
available and;appgar.and,tegtify.in, Conm 398&9n proceedings;y, aousn
"ithoutusubpqgngﬂusv(ggnCPuggdvaEIﬁgg lﬂ? iy %rguegjtpfﬁoghenoﬂqu
Edison Dgcisign,is copsistent in;itg gonditign that the, oy ooqas
corresponding Edigon iqdiyidu§}s jsh 31 appear, an@uU iuigy‘éniynod

anud

Commigsion Progeedingd, (39, ISCORERTY, 08 Fequired, T (27,GPYCA Ak

3 . 5
75.) {.90> 2 obol (Divd LigY (..o o228} Jrebrud 22t Jaom

I? the Edison Decision,jggégopéslprg 0 g} V?QQE §§& 8
officers ang-g@ployeeslqiqply "be ayaiggblgqtqq§ Pe3Y, and testify

At
in;Gommisgion; prgcesdings, &noghsy PRYLY, 2NGUST, DL NDISEE
"without subpgepal were added, some officexs, and smployges whor .
reside outside California would be unavailable, becausg they.. . ...
would not be subject to our subpoena power. - We added instead the
"additionai1 lﬁr{??iﬁa‘éhgésgyf'aé ﬁécéssary 6? Cé[ﬂi}ég" and

stated *that it is the ugilityqp bﬁrﬁgn to‘ﬁ%% g”itgdéogE EIégfua

_in any proceeding before the Commission.* (Id¢2a€e3657)hinéiwentt

oh'itdiobservéitiaTosfailltésproducédiwitnesses:asinegessiry or
required: on!théctechn1cality‘of non=jurisdictionzwolldibeia gravez
mistake." (Id.) <t Y1£I£JU nsnofe-basiaY

seholdithélpowdr ofﬂsubpbenarbyuédnstitutionhl grant,
(CalriconatenAtthXII?c§asz)AnAlthoughftheipcwereéfzsubpoehé sinen
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combinationiwithytherpovwer to:punishifédr. contempt-aresimpgortantviri
tools, we seldom>if eévér have hdd to compel itesbimdny.=ziIn thed oW
rare:-ogcasion/on.which-it were necéssary.to,useithogserpowersitdédiis
obtain aiwitness; wéidoubb-we would-have anyigredterspower thanns2
the courts. Although.California litigants:may.uselsubpoendqroniyg
processes of other statesg Lo, gbtain atggg@gngglintg?gggornia,

243

calfopnia procedures gepexally Ml the,obliadtien of Ourof o,

JL IE

state witnesses for attendanss. (389 Iqe‘lgggd%o?fq? YeoPE9 i 300
§ 1989.) If we do not have or eXerciae the power to subpoena an

out st drite nitndsy? B8 wau1d A4, "BYTaHATAGER Blghdtea
language, if&Pe ése32h3°§é3pé’6f°8ﬂ§‘ﬁr3588é“5 R81u6€8dr1Hmolidt Puo
£d123h DediB1on e RoWaVe 2 P11k R2EaYERs fsyeotha*aaéneafaf12~*1“€

utility or’ftsoéf?{iiétéd‘éHEiEQIfﬁgjéaﬁ“ 84d {n: éﬁﬁféﬁ?ia@gef “dj.

cases wiil“‘BiaéS“dr”SﬁifE“bﬁrdéﬁaYAéjﬁajfEHEs‘E8”“ﬁicﬂssﬁéﬂ”"SVB
persong dotid c28LIE( {£%end- hgilftybdggg)ng } cauns8rERaAV oIV LY
appear voluftdr{ig! "RA7ERICER bitRedddE) §iVet14R RO noalbH
conclUbiBhi dR2dub partenfe (ERd2ae T 1EED  LE0ULL RRBIATng  tbnognoT1on
infotmatidn' SavershB td its PS3s(EIdAT aHa EnerEféPa RABILET184 507
meet its burden. (See, e.g., Cal. Evid. Code § 412.) {.eve
; iz ioad ponibd add ool

e I AT A LT

(1ot b%aefb Yeled ppbalécyn adaseideispgsavafeiifes # ool
transactiaﬂs wlthIR ERGed 6 1a IR yadbs AFRE8R 30 Q81 8TER LM ER1HE
applidaeisRY” Fha RE5e282°Enls id1e L301a BL Borfdpyiyve Juoddiw”

YLl & ")! ,_.:A ST £ I HIeYM :_:';‘(" 5 q’ ‘{'; : ahrpgs
sharehbidér geosd oldnlisvamy { bDlicw ria<olils) sbiziuo 9btaox

=41 Deedanl Babha oW - Jdewor] snasgdue o ol Jqqidu= ed ton Divow -

lso asks that ke charge it .with and

..DRA a ;in?
I\ 15 D9YL )i))l ESS IS § T ;w-'bi’Iq Dl.t" L1 11O L llbD

superyil% g&%h?jaUdltor'rV iCh ne shall d?u ad4 at 3i Isd3d baicda

TGRS TIN AR NS
aIY  Y.oaotenis oD ant oi1olsd priibasvoiq yas i
t0 yi1The:parties:endoxsé ;the.principléithat1SDG&RSsdividend>

policy shouldibe:sebibyiitsbbardofcdiréctorsiasiifditawereraupot

*gstand-alone® utility.,?s {(LhI} *".odsdeim

,Jus1p IToopoliterthis principlezand thesjfirstt¢allson
capitaltsprinciple:disgussed{nextyiDRA(pYropogesxthatiwesrequirésd)
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Parenbéand:each:of}itSreﬁbsidiériéaitdrdubmibﬁprojeotedIcapiﬂalvcm
budgets_with=£findancingsrequixeméntsyiconstklctidniplansjaandl 38Ct
current-year sourcesrof-fundindg’dirind-each of itheithreelealendaro

years folloying thip.degision, .DRA Relieugg that kngwing the
extent to which,SDG&E affiligtes raly,upon, the tility £or s aat
capital;needs is key te.defexmining whethey SpGEE,1a actually 11,
setting diyidend polfcy on.a %skandsalone” baglg.and giving firgk,
priori%!it?otnﬁagggatgs3n?§g§39£3t§?i9t§§i§¥1uju1 ad3 gt eocenoyoni
-patvnsaThis\wasla condition we impdsediincthe 1988uDeoisions o
However, we found ib:gﬁﬂeceébaiyainathaiEdisoniDedieionrop(ijﬁfox
CPUC2d at 366.) We expressed our ieluetggggnggﬁsn}gsiﬁxgixgg_wlt
ourselvep With managemept funckiong, (guch.ag budgstg. ,f holding
companies. (Id.) Guided by.thg standaxd,of xaLeRaYs§Yiiiy ordacaz
indifference, we determined that, in light of the modest increase
to be expected in non-utility reVenﬁég%9Eﬁagoéﬁg§g§3p3%gZﬁéﬁ&““”*§
rhga TR 8dnEa EE 7145508 G8R1 4 B adE a2 B8 33054 3UF _
regulatory-funciion. (1d.) Some of the condiéiéﬁé“%'”%éi;éﬁffﬁf?,
upon in thé Edison Deécision are proposed hefe?lbublﬁotQaIJQfHNeuta
also have no evidencetén thisgiyédorditozindicatéithat-nién-utility
révenuésrare likely.to xeémdinvsmallrin relatidnstofutilieystioviag
operaticna, especidllysiii lightirof:theruncertainties oréatédiby o3
electricz2rédstiuctubing.orratennts ol o I8 aczoyory ANA ooy

Aot pabdgons coonos tetol adl ol OotRgqy  nofdsznsynod [ounis
PR I88 R0t Aistal 1y Cot "dot1s8 ) Tidndata ' PaLEICAIAR TR
20U

g™

dividends in the course of our regulation of utilitieéfaélgﬂgu
we may-cdénsidercit idportantceavidence In reldtioncto setting

reasonablérirateg i {(See 1986 Deciagion,020-CPUG2dTAL1I670 (Ewerareond
mindfulfthatg{fdirsreturison) . investment, twhether in thd formrof?
dividendsiérsretdinedrearnings, sadesrightfully the:propgebtytdfiiig
shareholderdsto disposé of dsithayi'gee fity SuBjectldénlyitortHesip
constraint thatcinlso doifig the operationd S6fstheiltilityvdndithel
entitlementsacof 1t8 ratepayéra-to qualitycsérvidecdt réasonablecd
rates should hétcBe jeopirdizZéd?) 7isestdldo lngigzgﬁliﬁgﬁniazoIQﬁs
Ameridan Water:-Cozs(D!88807) (1977) 811GPUC23047 239.)niAs wao14gs
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moveértosperformancesbased ratemakingjaniinnovationisincéntheiiored
1986 DeoieionrandnbheoEdieon5De01810n1irgburnaénninﬁéaﬁméﬁteieghqd
onelway;of- ~gaugingithe impactsiofithatiratemakingsuon ARGY - IASLCIOD
19 CEvad nderBe1 1804 TEHab e c4RIALEEELAH Ty HANRILGY PInaY
jeopardy’td tiétdtepdyels By RS é3ﬁit$fja§maﬂaubf”sb§§8 g IR
affi114€aH > Acéof&idgl??ﬁﬁé”éeS”AB‘hé 1d2FoR 'DER s ?ﬁrSESsng”"q“
capltd1vBiddBeE Pepbit? "RRSATSDAEE coReH 8 ddCFoRIRREY D DrETI0n
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The parties agree that SDG&E should maintain 3 ed
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capital.structure.?
APILRL PERVEEYARSE sibron odd Yo 5M35 {.h1) wnrjonu? viodsfupox

6. --Employee -Trangfers i foocyorq ois noiaivsd noaibd ody i noqu

Yg;5;Ju-nTherartiesvagreeathatuSDG&Ecshou1d~receive amn svieid ozls
percentageiof sthe 1salary(of certdin-utility empléyeés transferred:
to affiliates inicertain.circumstancesi! Theyidisagree Qnohows oo
much.!* DRA proposes 25% of the transferred.employeets:baseixinsis
annual com?ensation, compared to the JoinE Recommendgtion, which

Ffrq Li£ HER- Y- JOMm o)
roposes  15%,
P PQ e \éaritltty Yo aoidsftyst sun 10 sauriron sl i1t zhaasbivib

vt JDRA arguessthat if one-purposerofcthe transférnfeevis cw
to:provide avdisincentivesto, intra-company mobility, rashigherossor
transfer feée is superior to:aslower. {nHhilesbrueyiit]providésinoin
principled-hasis-on whiohjtoipiefef 2§%'to;anYeother:améunbnghivjb
greaterothanTls&.:gDRA alsgd argues;ithat we imposeéd a+125%=transfera
feesin;twoiPacificiBell deolsionsg; ard SDU&E ratepayers desexrveiioo
the-samezasIn thesfirstzofsthose decisiongiswe did fmposeca=25% Jns
employeentrangferofeq; statingsthatpAthesfqocus should bérona zsini
approyimating.the marketuvalue ofithe khenefits)aggociated withuens
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such trangfers,: and:rdécelived: b).(%‘sthe‘iaffiliat‘ég, oinocludingoanovisg
analysig-ofthe costs:avoided: by them-as alresdltsofiobtainingivsl
employeas fromithe iregulated -utility,2s=2(IfArxetPdoificosBalloviovint

(D.87-12-067):27:0PU02d~1+1137.):{. Weysetithezfedrats25%2based onso
the evidence in thatiproceedingui=(Idz)3 Later; PacificiBell! s sd - -

requested a waiver of the 25§nngloygg grgqgﬁegof StH§SQiﬁeQReCFJV
to a,mass transfer of employees from gloy-thesline department
§ '} ? HE} ‘lq B F Jn,} ?

(338} e D SN

to a below-the lin? corporag QQ YR gqcbyfﬁbe E%}SY‘FI!447§% 5 el

1% l)

M (D 92J 551 ? sjﬂgq({‘m}ﬂpogi 114"%325{5':"3;6‘ ;445990-

DRA's analysis that a going concern valuation of the operation
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could substitute for CHEZ234VErSHSe8RILLEMT ﬁqtﬁglégg"HSE!EhnImaaéa.
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c%%%%tWY?%W%PW%H?%?@?“ﬁﬁm#Et?m&“Q
guidelines, = (Id. gt 113.) .Moregyer, the;fee.tl eﬁsbﬁaﬁjbﬁqeéqenpa

substantial evidénce on thg r%ggrgffg to. thg(q9gpq aY°1Q d.by, ths
acquiring affiliate in an information services/telecommunications
business. No evidence in this record SREASE WHAUERE A8pPdftTate
trand£60 688 T iR Chd Ochd& °SF 24 eigctriégénd)ééé”dtiiity.
SDG&E's witness Morse testified thaf’ 'bfﬁf 5&B&n€gr’fé§d ff i§”€0°
25% are common depending on the typecof:énpldyee involvedstPI(Bx(L

6, at 18%) iz woverncedw et szegorg A4 Tas (MADU "-’JE;-\"IP

SDEEH Sar§ied *F8r - €Rd - 1oueE tdnd 68 EH2 BAEEY (Exar “ERE VO
purposd of “thd '£d€ éhéJlé‘BSKQOSCSBpeSQSEe’éhé'ﬁ?ilft#if Dolﬁﬁd“”J
costs "Lt WiGht “1Rdur Co 2bdpifca “Emplbyéér\’Buerﬁ Cfigge o¥nm Jaua
préJiSﬁsf?ﬂuseé}ﬂéneflt Y8R CP4REE8YEE, “Hor 1de ER{AEIE 8 e AT
trandf&réy fTas “thé ﬁYOpéf Reasiid, Sd Wérfﬂfnffgﬁgfsaméo (I roqouy
princ{pl§ sH&dla “Spply Hdre #4 i g adSpt 1A RE 5T R 28804 £ 1hE R
(HLER SO6EE d6HdedE88VRAY PERLH fépgfgggjfn ggggfgggggf g5 qotmxov
predubotiVely Pedaddnabrd fe XANS fg?jféé igdf Hesd fgaiemﬁlo Ig” od

subject to an appropriate showing by SDG&E that soﬁgffésq Piidj o
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involved(for 8peoifiviclasses.oflémployedsiat-thadtimes Incghdaus
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151> LWe dornotbprOPOSesto'turnsSDG&Epinto?an)informatioh{1135
utility with thésduty to>provide datajon>demand.odSDG&B!siduties
as a utility will continue unexpanded by our order ‘in;thiseisqoisqqgs

application. We are concernéd here solely §£§PLRT?P:Q?53SXbPa}SbQ
of SDGEE, ~(§'Exderé" e %E"nm ¥ga 2k, least, in part, from not

being generally known and that i pot,subjeck .“f L,§998 005 gy
section 951, The pHypese,of, this Mmitation i to init yndug, .-

advantage in_competitiye warkets based on access L%?\wh a8y, 4
(Ho thesgfore Interpret, Sthe same, terny and, copditiona to,mean |
access, gn; ??I“P?ﬁb%Y ‘YAmely, texns, whep the data hag, g, shory rerp,

competitive usefulness.) Por that purpose, we P;gg?rls >5§39§83p)

UCAN, and FEA formulation. -
gonlvion fplingeed 40 L[5213i4) ol nolipilmiq

ANE02 I EDGLRY I UCAN, Dahal FRA- proposd ¢hd! aasptishiioFidertain
corporite{pdlibies that2ake! intdnabd>te yovekht AEFi11ate? eobivosq
transact1dns s DRA Y 6Pposes Adoptidh Sff AVcompeting’ st of31tuozeo
accounting safeédiardsiand’ trdnsfer Pri&ing guidelihed v 23nililds

o3 edl aonivien yiis eqnulirJ noldiniish a!Asil CBoxbvord tus
Before analyzing the differences, we sh ould note that
Lo asayolane fﬂ)[)rhnf 0. i izixs NG % ifi Ligos »382l131s
we view suc pdlicles as responsive to the Aff ate Transactions
i ‘f“*l ot wiRzoda Srorw cljij aoxa 06 J4ig) xom’uv 5 orord
Order wﬁ c requires that each uti and controllin
6 30T esvitah Josoygosyg a2t Af (HOI?h:\QiﬂI %Jrjaquoxq
corporat on_have procedures_fﬁd coptro s in ef ect to i plement
BLTUID) b (S\U vOo-<Q fa9 in E sern ({44 nriiord
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vnigeildgids dan 3iﬁd ow Jded o ahri oW %?59 d ol (.e41
aré sufficient to allow and facilitate reportin
{(.£If I nbelﬁ .wu.;[nbxup DLIDEEMBTL O'bifliis J!{Pﬂ%p
documentat on by the Commi n of al transact ons tween t
20 ol nrl 1031 Sieg{ ftditoges G flanids 9

BQI L 9H
utxﬁty and its affiliated e tities. (4% ChUC2d at 174- 7 3 In
ngeotant yvilsmed Qd QIUIIG3 a'yIifijn =03 no 119 i jara[ Jﬁ~

approv1ng any particular set of sudh policies, therefdre, we do
DI aiptlitile inluaidye 10} as:uhaﬁor%)fozjsso I's dzoo

not” pass on their adequacy in th abstract . way to
3 Eoivioa all Mol oeof ywIrlidy o473 ortupox Joﬂ lIb 9. {.25¢

deterﬁine if the procedures and controls are worki ng
Lol oz oD od nosssey Qa1 asa 9w Dig ‘u33b£ i3 [is
perform an audit. If the audit reveals deficiencies in the

policies, it will be no defense that thEIYaabPEibidWayaned vLLuY
conditign; BES o llfi FEF. RSN SERFONNed MY, £, ogfy hakythe
policieg,arg xe 9,3*%3' oFPLets, 28, & FESPONES, }%&3}& ‘\H L2k«
Transagti m{\?’-’d&}’xﬁ ¥eapirements.. Of coyrge, ye nay; chapge the:
A¥d  .quAdtem o1l 2s 23200 oi bhabbs od F3 aeidd wsdlst (FOL Jrd3
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AffiliatesTransactions Orderiinithé future;oandi!SDGLR anid other

utilities:Would:be. Tequi%ed)toicbnfotm)theit policids dyiw yItlisu

appropriatélyxv Tobi1o (oo yd bohangxoenn ospatdnoes [Liv yJiltiv 6 as
9 Yioflon =red bLarmaonndy adn od uoiiﬂojqus

m}}? préboéefa%ha Spdie dhbiia ddopt 4 381 18Y redi1iind®
that costd 1Aciirdd b §béi810ﬁ béndit’ ot ény‘%?fili&éél BA Ul 1{°
lecoVGréé ti3hl end affiliit réD&&%ja%%e3E§this %fopoégl (1o gpo?
6 at' 1877 “7 h'isc’is %6%%’ist‘én5:“m?h the SR ELhERL RRat! ountunsvhs
trandaetdons” WIER BFI1I1R B 1idde 4 traﬁsfer P4 Eng ehger ! v
affi'iia\‘;ea‘1 n%itié BJéie’timél&“r%im%ﬁf%&méﬁl Igjlhénhtilinya‘stﬁ
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mbusDRh,prgpQgeg,tb@; the non-tariffed geryices that SDG&R
provides to,itp; affiliates should belipited.to feritical,oxr oq1on

nox Il A4 boe (MADU

essential} services,;by,vwhich it:means Jfa.sgrvice:that.the  nunnry

affiliate must,have,in,order, to operate:;in;the, MANNEY o pirkdinonos

authorized."  DRA's definition e¥c1ud¢s any s?rvices that the
it wjong Digoda o nng 19} b 207 pinl 1 b6 3EQYny
affiliate could obtain by xist -or addit onal employees or,
wrotdosennyi 918 1 I]i:\ L{J C)i qv f1ogasy 25 39r: )riox flou< :ﬂ(tr oW
from a vendor (r an exeept N where nec ssary to p r?
viatilot3dnod bas ¢itfoiy izeo i J GOLTLLDNT IQbTO
proPrietgrY information) DRA's proposa derivee from a 1
IRV Y: 3599115 nf wlo3iod il ’UIUDQ“OI% el nOIJE%oqIOD
Pacific Bell case (D.92- 45 CPU
3361 ll[Q)“thO of Fav) prrsuzgo as fdous ,(bISUpJ f° n 115D
109 ) In that case, we made lear that we wer? not esta i
brs priidiogs i st i hne wolls .or0133u 915
t de 1ine

generic affiliate transac on gu (45 PUC2d at 113,
aidl j19swdgd anorjaspnsij {15 io Ji 89 16020 (03 vd 1o ztsjnfﬂuaob
He imposed the "critical or, essentia 11 mit t on in t at case

v~-3Vi 35 DI UL G, °0£11;qi qupx i11s _n has ifidu

at’ least in part, on the utility's failure t? tlmely 1m lem¢ t
a10iosaiil ,eoivifcg Adus 3o dsz 1sfun fiiS% Yus Uf[VOquB

cost aIiocat on procedures for a parcicular affi at
o} ysx ylad odi Josigeﬁs a3 mnr osu&?br tiqﬁj no ganq Jof
125.) He did not require t ty to so mit 8 service: to
21 priXiod o9€n aioxjnoo bris ?QIULGJJIQ ot It antmriadsh

all affiliates, and we sée no reason to do,K so now.

21 i eoinnsioilsh alsovor Jibys o3 31 L Jitbys ns wioliaeqg

dmﬁi’? th‘é’* pa?rt‘ifaé’ AL T FOR-TEE itfed 2854 j&al tbnoo
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- 20: -

2 Jarld =2r9eb on od [fiw 3i .Loxozioﬁ,'7




A.94-11-013 ALJ/RCY * b I9INGIA FEO-IC-P€.A

views-:the highex: markup as:providingia bettérsaifegaird!/toichaizod
ratepayersfawhile:8SDG&E éonsidérs ithérlowercmatkupdddequdtetdsotn
"cover anything,that,might have dnadvertaptly,nek; been gharged
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5Bell, (D,92-975072).,45 CRUG29,109:),:HowaysY, e, did not .,
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price of the service: (Id. at 124.) It falled to do so, and we
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costs ishould:be_determined/ whetheivorqnot ghdrbransdotiontisawily
greatersthan-$10Q,000 or:a>fairsmarkat:valudidétermldablefovsgsini
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Recommendation, including the proposed corporate pelicies.and . sq.
guidelines for affiliate transactlons, all ps defined oY 5inobiont
reﬁ%ﬁ%“%%!&% % %Cﬁpﬁggi%%ﬂeigg{gﬁfiQ%E%g%% g%}?H%JA%gisaﬁﬁgayai[oq
Transactions Order and the Bdison Pegision. . A9l the, PUrpossicss
of the poligies is to conform to the Affiliate Transactions., susev
Order, 1In the event that the policies fail to dome.apd fail iso-
approprigtely to treat pffiliate transactions, we wild dealimithos
such shortcomings in' the face of actual data. M8 2XSH%) aessovq -
therefore, c¢oncernéd that SDG&B's proposed policies may contain

definitiond lthat"ddear & /fron tRSEL AP il ﬁ’f\fﬁvfgl?es“rfg{?sactiorns ,
order sifide tHe'FE{NAT 't&HE dIEY MV  depeid ¥ Che ‘i)‘éff’c{)easl iy vorie

i€sTdsfinitiond &) hné .“ofee 10l bsgolsved 1o .bsesrdosuq bsouboirqg
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5 2rw _Qne definitional matteruhoweverr&requi ‘ag ~atfention, oy
In the Affiliate Trdnsactions Ordev, iweradoptédrd poorcdefinition
of fair market:value.n.Wesdefinedifair market(Valuevincacway: thdtil
systematically;undérstates:the rcorrectiresult i Irvehacpricsrdnidint
offered by a willing purchaser in an arms-length transactién{® weq
(48 CPUCZd 2t 173;: compare Edison ?eg{qic‘)gl.f 7.CRPUC2d al. 392

[AN NV
("consideration offered by a willing purchaqe);‘ Of an . agset in an
arms length transaction®").) The amount offex{‘ed by a willing
f » J DT a
purchaser I)iJ}gf)aiZQ‘%fds\ ’én‘gth' 3 e}ﬁ’s “{ &ﬁi}s;fge“iﬁoﬁ,f n; écﬁmmon
experien’c‘e;xith‘e olosingzamou'nt ; sometfhingrcloser td th'e’
AR ™ vii{idy R D 38

traditional £Srmi1acid ﬂ is’;fq,ede J\(tE‘E’;JJ‘E,CO‘%hY., wfa}l% Wlgaing
actor, the seller 3’(S{eef> e;t‘g %lagk_a_kau_%Lc_Qimaxzjﬁtlsso, éth

P ert . 1 Is) j ", [$Ye 8 s £ N A sYeEUd
ed.) at 5}"7 (:“rﬁé\fh\: ;éou ich, by f r1:?0 cf,“ ande, hands between

a willing Buyer ‘and'a: willingisellerf nelthey! being undsr any
compulsion to buy or sell and both }fa‘fvfng“'"faggnabfe kn{owledge of
the relevant (fadts®)i;) siWe williitake cup:this?’ defit’iit’io‘rfai?“iééue‘g)
when we next revise the Affiliateé Transactions Order. We&Yi6tdonoo
that SDG&E's proposed policy {(which defines "fair market yalues, ..y
as "the price offered by a willing purchaser in an arms-length
transadtion® ) confériis ‘to the current Aff{1{xt& Fransdctions
Ordé¥® but! suffe'rs' £fréh' the 'sdme defect'LVEhdrR ¥ on Notidd thae!
it should ToE: rely o the ‘definTt{on S faiy mirket Valud' fn tHe o4
Affiliate “Transactions! ordel {1 Gases il Which rl:hé” AT S TSRS SRR

definition understates the proper valuation. jlobinnol-o9

4 povailnd Asd

-
B R T e g e

o35 (UL BPGEETE proposed BE1 4 cy'f‘fbv‘"‘htaﬁnglmé‘ dBidtg,l (rot1t00qe
inclUdiny ‘topy¥ights, patent Y ights 2 (Vifade' Beerets, foifaltywm o

interests}l Yicehses, CahdExihchiEes] Yequlves pdintene At 'feiy © 22002
_market "VBIUe"'-’i)lh S YOYR1 ey LS B dbveéy EEf b & Che byl gdt iR T
basis. (Ex. 2, Attachment A, at €27'N!{ DR giblu: "’Ht'hatr’ thatIsool

definition: of dntapgiblejproperty, be: expandedf to,;dinclude: the

benefits that, SDG&R; affiliates ;nightuderivenf;:om the:lr,x olgtoniig
association .with. the,utility, and-thati compenhsation be reguired:inp
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the forxm;of beunchmark-payments:;ox :othen cdompensatiion. oIt was a

condition-to the 1986 Decision thabt(SDALR andrits propdgédAa ord al
holding:company ~in that applicationrdppéariin atCommission-sinl 1o
initiated-investigation: Eo-.dete_rmine ‘a ‘gystem:of ! benchnrfark JfuoJaye
payments¢ inenanxd dapasi-awen s nt oandy g vt L1 nﬂyd ba1ollo

e & bsnsidessa fngsding €nid EoRaleisR £ ¢ he BELAMR? 80

Deéisidn “ARd ‘réjected: ffii”éYiﬁéH““ £ wid batollo nobirabiancen®)

Pniliﬁ\ n yd borslio jnU(ﬁb ot (. ( hOJJDSBﬂﬁi1 ddpral emio
- The name a o dry i
“4gsbt td° W;s}{‘éh faé’éi{ay’gfé”ﬁavé”é“ laf e ?ﬁ‘dé‘q Jodniiaruyg
th@ CQmmiss.iQn;_has never included: ood willf An :the irsqxe
. rate. bas¢ of a y, for rat maz ses t3ibat 3

viiefe TfS1Tows thét’%aﬁ;eba&é’ hdvd néVer e i
REP) )geLl;hrpugh xateg-.a. r@t‘@'n Jon ,the value‘:of good wil JEOIDG
g ers, have’ v” rthing for t "?z%h qemqnt 356 (.bo

"""" deed "6f "”f 3 \‘ltifify‘é ame “ahd ‘répucicd ’n:” gsé have ~°

s ~been built: by the imanadgement::of ithe ueilitydfi pui{liv 5

they are of any value.
o 1?“8[sOHAledﬁFO“fuLyL}aVUﬂ ritod bro Ilsa o yud of nolaluygioo

(27 .CcPUC2d ;at: 1369 ) ~iWe ‘see no:reason why:iwe should :change':that &l

conclugion:; | t5hO 2rolIosansty atstLi31A od2 oaitvoy  Jxan oW 19w
1 i3 ganileb odnidw) yoitloyg bouoyosy stdanas dadas
divaai-mo(h e 1t teasdosug priliiv o yd bollo oot 21" e

[elehined.

for a name or logo, .although it. ;;ecogr)izes that: this :is, nok{ our:io

,,,,,,,,,,

pol,al,cvm DRA ;nil,.l,;.!ieﬁ?: bg .estopped from . xaising this ispue inode 1t
other progeedings in the. fuyture,, _.,eﬁqulq our, pelicy,.change . s: 1134

Co-location .noldsuinv togoiyg ofd esisidnyebiyr nofdiaitob

DRA believes tHat'SiER BHOMIT Have' W goY T gfnd Axsidniag
specifically, govg;q;ggg 1$Q-Aecation.,; The ;policyﬂyoulq“ag:ticulate

two prilz(ciplem (1), affidiates that: cosjlepse sauipmefifoyith @non:
SDG&E . faocility, should pJa_ynﬁylr market, value, for co zlocation . syo i

Teoiisy i 3N

rights;, apnd (2), Jn,;fq, pa}ﬁ},ﬁ,@h?u}ﬁ havej*t.h‘e\,.sa‘menrights, $O £Otem
locatiop, ae offered to{qufliliates. 36 (A Jnemiosith S .xd} .atead

LI ARECES X V1Y

210 d DRA wishes to reserve, thq .xight to recommend payment. s

i+ SDA&Rdoes! Hob appear:ts: bartroubled by: bhi ’fiz‘étij tntlob
principle, requiringr paymenb“ofiffa1r market! Valudodhatdbs mdlernod
generals policies .would: haye> thyibaratreshlt),'subject ko notIsisozes
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alternativevaluation incdadés infwhich the :faiimarkét:value:wasn )
under $100,000. v He seeino ‘xeason:why’ ¢otlécationsshould-bezu> ali
treated diffexently.-fyxom Other propérty or:why:the -morefgeneraliwo
policies are inadequate.icon = tniolivigosy fioid boltesolls ed blucw
A RN Cepect s (e e ddY 'd6cese SrictPrE;] RSdevad P
SDG&E “didagréed EnAE 1Y Woll1d -be ' Péaqiled €o Wrdat  thfrd Fart{dd 'V
and-utilities . in:the;same manner ifoxr co-lodationctermgrand
cohditio_ns. .:SinceDRA:hds - anéther ‘proposed .policy regardingedi ol
equal access, for the game:reasgonsu(ice.p:thatcit-adduresthatnisqg
the utility will obtain the best price while also avolding . .4 5ny
potentially anticompetitive transactions with affiliates}, there
18 N6 raadon 't tFeat’é8i 16t 160 FIghEs 'sEFaFately 'ofFthe
question 'OF "éqiial decess P fas dfscuidsed MExEPODs 11l sigod hotovolls
CADDHY ntotesis e saolinoinos o) fsuohoN il
~arbf jend zzondiw 2a’ddvdd
+i17 1i1iDRA ;proposes that:affiliate:access toc(property-orysiqy i
valuable inforxmation must. be ‘at::the same iterms and:cdonditionsca’s >
being offered to .third partiés io:DRA-aldo-urged:the vpiand {niobsd
’ complementary: ) third parties should have:access to:utilitys qa2ou2
goods,: services» and:valuable -information ‘on _the sarie.terms:and
conditions, as they. are providedito affiliates. i ThHefirstodicn od)
formulation:implies that: SDG&R icould not:provide utilityldécess arid -
to property .or ivaluable -information :without -first. having tiowolgai !
established the required terms and:gonditiong by:an offer«tolboifson
third parties. [:The second-forimulation -.'impliesfthat'fSDG'&E could &3
offer "goods, services, and valuable information" to a'ffi‘-l-iat,eé sai
without first having offered tq third parties, but then third ..qq
partiesO 1“ (‘)}51{(}‘1 Ubje'.i oep;twit}}?g t;)o' r-t}‘?u‘?.%r?xee: E‘E;ea.:'ie?pfpté‘uug‘x i AN
. 1ciWe: have :already decided to:treat valuable«informationroo
in:accordance with:the (Joint :Recommerndation formulation:w.Thatsosd
. leaves godds. and se¥vidésnl SDG&R iis notjiso ifar-as we Know,t dnirdw
' generally.in:the business :0f manufacturingonrdealinginnonpil sl
utility 'goods'syI1£::it Were. in ‘the :busihess, /:itiinatirally woulde sw
seek to gain customers and market:share by iwhatéver: means bisupolse

guvei aw spprocd

oz ob 63 ao0idif{ildu oncigofod boatiupox
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necessary.and:would isét : terms iandiconditiond by bardaining wWith3lr
its customérsciiBut:iif..SDA&E buysrarcarload of. copy payer {féy sitsv
own fuse:and-as:central:storas for itas<affiliates [(who pradudably 14
would be allocated their proportionate costs)ifivegsed no meed:tood
require them to go.into competivion with paper, mlercthts A

ueility hag, o, duby, o provide,nonsut {hihy, gaods and exyices o

> SDG&B rcontemplates prox?iding fcorporate’ ‘support ser\ficéé 6
to ftsiaffiliates for:tax;:clegal;randsaccountiig needs. -:The Fame>

- principle:applies  to.these nonsutility servicesgt 10l 229008 [snps

FCC Part E{biﬂ‘ﬁ oals alitlw suity dasd odt aintdo [fiw ydifidy a3
yeots ({eodsifills diivw zuolidorenstd asvidildeaqodidns YIsttanoq
; DRA recomrends :that;we requixe SDGLR,to deteymine. fully.;
allocated costs in accordance .with.Part 64 .0f-the g;qgula,l;;lq;y; Qfup
the Federal Communications Commission (FCC), bec r[am;e we have
NO R 9(:91{ 30 0% mwoA Isug'i
required telephone utilities to do so. SDG&Efs witness téstifi
in prepared testimony that-:gas and ‘électric uti‘h_l:y(ad’éé\mting

methodscandirules are -subject:to:regulations predcribed by:theulisv

Federal Energy Regulatory: Commission ={FBRC): L1(BX. 6 4t+29,) puiad

SDG&B allodatesccosts:basedonithose regulatidns.is (Id,): 1iSDG&E 0D
believes thatits cost:allocation methodologiesdiaresimilar. to ocp
the methods - rYéquired by .Part 64, -but rnot<intended:to comply with oo
them: oz{Idy:at 730, hhiImposing Part- 64 would irequire (SDG&E:‘to firirol
implement and-reconoile parallel«(FERC and -FCdccost-'allocation iq oI
methodologiésdo iWe willrnotirequire SDG&R to algo :implement:Paktiza
64 in:the:absence:of ievidernice that/:the FERC methodology iissqg bridy
inadequate1s ol “noideatoint oldralsv bage ,as2iviaa L zhboop” 19llo
For i i1 o1 batnilo pinived Jaxcil duorfiig

{2 poadi g

UM 3\

DRA argues ERAYWe shoind thitd ihi's ‘G t‘:{nzuféf)?""t AR
continue -théworK bequn  in:the-Affiliaté Transactions’ Order,
because .our rreégulation ofi;utilities-is a ‘cdnstantly:changing:taskit
which requires ascontinuous commithent: to:flexibility. afld<changa i
In lightof:irestructuring.of Lthe-.’elec'tf-i._c z«indu‘sbryﬁxbﬁm ‘argues priop
we should consider.whether:theexisting affiliate trandactiontifisu
safeguards :and conditionsareiadequate bns wrevoltauvs nisp 03 Assn
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urumgum_mwnmw&mrx onoa fliw (ot I8y Innpoa
~—4DRbdasksubhab'we1reQuiré”SDG&EstODpreaefvéftheYIdﬁﬂﬂaﬁiq

regul?toggﬁgontr?}ngh}g Fhe Cgmmggaéoq curyently has gyer

SDG&E s "activities, ,n\);ﬁgr?nsp’??; the pxQp9ssd,xg0xganizationita;

transaotfon should mot, and ip,cur, yiey, .does gk cdimbeiehsy pui

regulatory control. In order, to_copglude, tha; EhAB. ¢ snids shionh

reorganization, with the safeguards adopted, is in the public

‘} 3 ]

interest W8“rely’{ipol“an Gridek8tdnd 3 ‘ehat- reorganization,lin
and of "{€s6TEr{ddda nberaldin{sH 8ds Béwéééléégx““€111ty act vigg
or render us®Unable € FdUVEd tReYAE£{11ard eisndRaY8Y Joopruen
guidel{fids '5Hduid EHay 6§6Jerfﬂ§d §h4€8 ééaé?géégtsgatepggg?éfi33‘
cénai€lsd AdfeRdroaddd td A& d{ﬁfnféﬁgg}ouédéb”Cfaforé Egﬁéijfgbl
ad Dlucw y2ifizy o) sonic srotjoszusitd alsll{tYts-yitliidng 2142008

hadsiupsitnu ;Aﬂditgoqally,ait we impqsedqthiaJCODdibiOerwedoxuq
could expect.an.e¢ndlegs.litigation in which-the gonditioncwould1is

U

be invoked. asiestablishing[@I'historicql testiofiutilityo sausvod

regulation . in.199% as;the. standard by which:all futureregulationg
of SDG&E and its affiliates would be assessed.  Parent,-SDQ&Bjubni
the electric utllity industry and our regulatory role will

jllLL; "“ il - 2RO 2 2338
contlnue to evolve 1 the future as we revisit the scope q _
L3Oy Lon ADHUE Jo aoidgons oy ol piiibheo poanda
scale of réguf atory {nterests. Too many scenarios, now . 4
b enotdnipz iapr oo oyl gaiy isXs JHa5D 510" LSJI) RN &

nuodl 1 1
8pecu1at ve, may eve op for which the Commission will require
{3l 2=ag o valliisl a9iuedudd SOONESI0T °D}rnJ(3

flexibiiity, and a con&itiOn wedded to the existing level .o 1
(Ot BIUNAVIL (0T IR prilist va 93511137» Tiods

control ‘and corporate organ1zat on might prove, oo rigid
v iel ovods zanivios b eboop prafdndovud yd b pranat fdiug QINJU

24—€TB§;§—Bgﬁng;iQnii'f5 3Uailt1xe-yailidu Yo olgisxs oo 24 . 420D

[ s Y T N =

~44 o1 ..PRA proposes that,we requixe SDG&E to provide. 3inuoatieqod
ratepayers jwith akmiq1mumt;ndtguanQiﬁiahle_beneﬁnt;in;the‘fprm,oﬁd
an up-front redpct}on>iq rates of one percent :to offget the added?D

costs, and risks ingurred by;ratePaYerg'gs;airegult;oﬁatheﬁwoilnaib

4 45 XA s

formation Qf, Parenkt... . g wafdouyg 1owoy puivioval sasd yadtons Dits

= )

" DRA notes that ratepayers can’expedt 15 LKy bendrit 118
from, the reorganization,,the; reorganization will: lead.to

LS8 NS RS M § 3 Y

increased costs, that, willsba. po_rnertby, xatepayexs;s and.the:ih noms0o
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reorganization will pose risksjualsoryboriie by tatapAysys?oehit.. L
presumably.wjllvlead:to>yet:furthervincreaséd idostastdthem,

1°we 3pd woid 1Ad11ARA €8 aRB19 ] & ‘“aar3‘32°3aﬁé8§§é“?°‘
1na1 ££66E L L Roba" LypaE o8 xd5UhaRINEShe CRRL LS 637 LN
find posd{€iVaiRatdplya Bentiti¥s ™ BUL 1818 30nREYaa%y poEgonniend
decide that issilé7ad disclifdzd Betdw oD 01 - fowanos ‘*'""’“’I“‘?”"

Siideg ods nl et (badgobs abissunc slr 2 oot dtiw GOLIESLIIEpTI0ODS
0l no?}}%s?ﬁ'i%;S%’?tgr%iﬁﬁ?ﬁ’ni,; “5WQ FOUKCER I\ 1SXOB8" josaint
sunsiatss’fron the wirity to its yorequlated,atEidiatee.amdso bon

Viividons YILLUIU 15V R .,u: gl

management ne?%g?gﬁggjtg%ﬁug ;&Ey“ﬂr faYgrijitl.i)sm )'ipr’f'he"u 19br1at 10

A e s "I*}%BS?,'&%P ) dand TREHERITobOL ReNECRtuthat 08 1o tuy
. sdent {£ida"ls ble future *mapsivs ifcresse.in.the leveliof-

O f 30D ViI0o f:.tU
SDG&E's utility- afgiliate transactions since the utility would be

purchasingcdubbrant {41 pbrtisid 6f {fs PEt&Lc£PEh4n unregulated

affiliatece t3ffrthisiBedones & IpfoBlém} Hdwav8LL L'l 'ngEno blion

because of *a lholding ‘G6npady "€¥angdction tndw e L Ife w{11plogovrt od
probled-onlysi £ w8 S{gnally+-fai1 Fintr&sericthuring ®€1ebtrigiinfvpos
indust'x‘?"-’i’egulabi(')’n. bonuones od Lluwy asistliils 241 harn 33042 lo

R alot fonI pot 150 Bk v:j’mn. w3 [:ju -;lx.hgis arls
examﬁ'les of xos§ subsid{ es, Po nts e

aoos, o0 Jrajveor on aauiul fw i1 s ‘3‘!1(3”’) or I E oo
abuses’ leadlng to the a option of PUHCA some 60 years ago. Rﬁ, )
2O LABHBDE Y E . J(‘J‘OJ'I’ Y, 10361“( L Yo B2

then cites more r‘ecent examp es rom other uris ictions of local
[lte pofaaieyp) 3 i Iiw 1ol qo ovab yeix ,ovIiInllLusye

exchange telephon compan es a ng to deal at arrps length with
) ¥ pidd o3 behifsw no;jl 105 5 DG \\11 rd:.»:f)f'l
their afflli egi) alling to barga n for revenues fro

page publishbig Sod By pukchdsing goods ’:.?3‘3;’3&5&% %iff:‘,i fl;’frj e
cost. As one example of utility-affiliate abusd: O PIATE{t 88 the -+ 8
Department of.'Justice' antitrust guit Aagainst VATs?Tz"thati‘led to the

break-up of:.the national ‘telephohs mokdpoly 1w Togq 17 ih »Tovsqs3sx
california, 'DRA cites ‘a¢age’ thiat it "8ees’ a8 ifVolving Jrofl-av s
disallowance' of purchases 'of ‘gas by ‘S util vy £¥si anaffiliate'zoo
and another case involving power purchase payments td! alp> otiemiol

affl}i%t%%\pfl ?PQFQ?F }lgti},\i}y.oo ' :3‘{: goider dsidl EERLh ﬂh’? '

Betduge' SDGER fand Parentiwil 1 havelodHit TENYP At A4

common direttdrs and: prificipalibEficets)d DRA Folebtes! MARdGEHER 1
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negleating-the. gdearch foricéstrsavings -édxr-hettériutilitpssdyvigend
in favor.of cultivatingithe businésdes-offunréegilited:dfFfiliatddiv
As affiliates-thrivesnthe problem;of diversioniof-mandgementliv oW
talenbccanconlyebeveXpebtédwto:gfowEgredtet;iénd,ﬁohTEhévbthernﬁlT
hand, if affiliates wither,:diversiongrows greatér as.wéll{b1DRAN
then invokes the prospect of.utility./manigementosittingldownitona
bargain with itself for the purqhasg ,of .elestyigity fxom a

gengration affiliate anddeliberately maximizing the:PEiSe.onivion

B £ &3

as1  Thetrécord:contains-noiéxaaplersofcad c¢ostathatiwillyst od
neé¢essarilyflowitocratépayersifromctheiveordarnizatidn, JnIe hagpes
identifiedriiskerwithoutran estimnateiofitherdégréee Jtoiwhidh aleHo«
riskéireasonably dancbe.expacted:itoredodpacdeteotidn. niwasprafers:
to addféss.oroééééﬁbsidiée,smanagerialjneéledb? orsfavoritigmianos
whenofaded: - 'withran exXample beforé valuingcthé’'congéduenesssi cwvael
Therefore,:We.will<fot-ddopt atonerpercent ratecreductisncagrduitia
tax onithis-transactioni:fod yiidnsestq s doidw lo smce (eosldilivyy

bag d=gsemy ol Dlugiia Attopad 5 a2i sotviez yiiftlu Doduavooalh

PR S N SR Y iy PRI 103 F neicyl ol i i 2 I Pt cY o F: e .
et pda SidseHes - tRECOsBEEE TS PASRdal £E142 Aredi1 R2a By ErE Y

AtEiliate Thafla8t{Es Gt fbuld o iual s Lonaditageda W 120>
{excluding SDG&E) cash flow sta€8%3£€ié5“5a¥éﬁ€ ﬁ?gpgggd‘fgo'goﬂgé_
accordance with generally accepted accountindgrprinoeipléesn{Gaap). .2
with acline:item:to:summariZecall¢ash transféers<fromfSDGLR to
affiliates;iwhether-by:way- of /dividend orubayMénGJBﬁnRﬁfbeliéVééﬁdA
that knowingfthe:itétal:ambuntcof fcash itxdnsferYéd Ifroms SDALR“ES21"
its affiliatesiwill:enabléQisfto determinefiﬁ?SﬁG&Efig*ééhdfﬁg5Vﬁﬁ
morescash:thanjitrcan afford-toraffiliatespnlani ot nelq Jon aszob
LI TEnGulgh e AEE RS c&vinded ke didn & 1ung ain ¢
is necdSSAr1TY dEAINGER YIS "TReSIMIEISR 14 SdaFlnprtee B1 HE
determinabl‘ét5‘?{;’("5'}(:?riot'.‘;ﬂ;;:L ‘Dé)éﬁlf‘é{é’s fii l?r?géif? gcﬁlr\)g?.bégfi ﬁaté -89 ?6 t1i11s
transadtion® d8¥ ISV n Fi 1y PlnR2dided "IF 4808, Krathey Ynan °3e "
a 14A8s fn W AT Ty "EonEOTIAE ed 'SPk eRdtd “OF o 25K #fows. ™"
sodae RS A Sk EVES Thdl PRI WITP PEGISESE™ {8 s Wi K o2
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109, 123.) ¢ We «did .80 béfause (W&Were (concernéd (that<tha ilinsd 10}
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argue that the audit results can be présented in SDG&R'81189971 A9
General Rate Case, furthsr. proceedingg, in,SepnSShign yith SDGEE's

1rr i
existing basgrates Pexformance Bagsed Rafes appligation .,:isuisve
(Applicatiop, (A,) 92710-017), any $DGSE progegding,then open,;or,,
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situationsithatiare uniquétorparticularsutilitiesy;iweinwill
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restrugturing. i.nThe:risk thabf&éoiding;Ehis applicationipddesynsa?
DRA believes, is the loss of control:by the:Commissioniovértinotoq
policies and actions of the new parent cOmPaquQDgt;heigaigpaggoda
DRA 8568, %%G;ﬁ%f%} ping. fﬁsm‘w een.%?l Fhepygh, the. plecaueal o,
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_ iHWé did not grant SDG&E itsipew ratemakingttreatuent:ndérd
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untaipted by;gelfzdealing, . 1£ Eeparate keards nd)offigere ghare;

a gommonality of Antexests, we must still be glext to,iasues et (s
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1. The applicatiop of San Diego Gap, & Blectrig, Company,. . ..
(SDG&R) for authority pursuant to Public Utilities (PU) Code
sedt {81 818 for "the' AS8ialide ¥ brbok' by the'caliedkiis’ -°f
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following Ordering Paragraphs 2 through 12, KA TVe 2f Ly wif3 s
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respongibilities as carried out by the Commission, ite staff and .,

its authorized agents. Requepts fox production PUFNARE,£os;..:.
Section 314 made by Commission staff or ageénts are deemed
presumptively valid, material and relevant. Any objections to
such request shall be timely'raised by SDG&E, Parent or its
affiliates. In making such an.objection, respondents shall
demonstrate that the request is not reasonably related to any
issue that may be properly brought before the Commission and,
further, is not reasonably calculated to result in the discovery

of admissible evidence in any proceeding.

3. The "SDO Parent Co., Inc. Corporate Policies and
Guidelines for Affiliate Transactions" as revised May 3, 1995 and -
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leagt, until the complet i\J}s of the a‘ﬂ??&%&%‘iﬁ%‘lﬁ '&‘5‘1&%’3 (E0N al_'.-;b o
intexnal and external; coxxespondence, betyaen PASE and conkrolled,

L420G2 bris Inotsd 1o erolioorid 1o biscd orfd yd yIiroizg

- 431 -




A.94-11-013 ALJ/RC1 * . o UBI\DIA EI0-Tf-BO.A

affiliateés, n{ii)ito the extent.preparediinrthe ‘nordal: coursé -6f Jiuo
buesiness}déskccalendars;irmgeting rsummaries; phoneicallgummarids
or logs and IBrmail (corrdaspondence betwéen:SDGLR ardidontrollddills
affiliates, candz(iii) marketing:material, proposald té &ustomera,:t
- business and strategic plans. The auditor's report shall:<ther 'Bé s

filed by DRA with the Commission and sexved on.the parties to
this Application, which ghall ;xemain open solely, for: such ..i.josq

to;hold a pre-hearing.confexence during the last gquarter of thay,,

TEE IR 116 YO 1
third, fqurth, ;and £ifth years following the date of jthig .oxder, 3,
as necegsary to agsure that the Verification pudit $s schedyled.
DRA shall file and gerve the results,of the Verification Audit;in,
thig docket,and, .at the same timg. shall file and,seryg ite . nua
motion to consolidate this docket with either SDGE&E's 1999 ., .. 5.

NUSIPHTIRT prrrabi aCy1ig {
General Rate C3asg. $PG&B.s ppplication: (A.), 92;10-017, any othey i,
SDA&E proceeding then pending, or, if none of the foregoing ;. qyy
dockets is open, to institute an investigaticn forx such xeyiew...s

QIE SN YJivlamunoge HETL 20
The Ald shall consider, DRAIg motiony, and the (resronses. of. othex, (.

Dfi. IS A e ) [N IS Ok BEELY 3 D)

parties, Af any,.and ehall eithex issue g ruling consolidating., .,

TO3 rinay 1508 Oirs 16 i
this docket into the appropriate existing progeeding ox prepaxe .,
an order for the Commission to ingtitute an investigation fox ...,
sug’% R o %?l 3 ﬁ%f; l'.-':e 5 :‘)tf)t}f% i 1%%]: jw‘(fs«i??&%o r\ iﬁ‘fld i ‘tﬁ 1 1‘2?9;%% Xatepayers,, tdua
shall continue to fund the normal PY Code Sections 314.5 and 787,
audits. However, im pogven', ghall SDGEE ratepavers bgiggauired
to, fund another Verification Audit until at least -three years,..q,
have el apselcfi) 39 1{'}&3; .'{El‘}% £ c\%mp‘lte %ifﬁ) n \%f; '(%};‘1% ;f;;{ 1;%'% ;‘{%ﬁ‘tf %?St i‘EjQ;}) d {fedz

Audit, with the.exception of aydits performed in connegtion with .

pU'z‘%%g u",?se% )&?ﬂ;;%s:!r‘u?%%c?%c}%%%ihz>. ot of 1oivqg {(d) bas ;rodosriros
5. sTheidividend policy. of 'SDG&E:shall ‘continlie to:bevznon ‘10
establisheqd:by<SDG&B's Board of Directorg "as \thHough 'SDG&E \wer¥eé :a o

stand:alone utility corpany.ados [[sife asisilills bolloxinoo [Is bus

d1r tiid dadie) SN SeiYs o8 SSalE ! 0 e AlThedd VY pgro!

ndSdd o3y Vo Mige f2iEE SbTTgai SR L &P BHET1 Y, _sg {os, e
priority by the Board of Directors of Parent and SDG&E.
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t.i7. 1t SDPER - sHallumaintaii fa "balancedicapital tstridturd obivoiqg
consistent with that determined:tdibdcreasoriable byrthe tdd viiisup
Commission iniitdmost Yecent:decision-on:8b3kR!s gapital-iribitedue
structure. SDG&B's equity shall be retained:suchjthatithei!lliosl

Commission s adopted gapital structure ghal).pe maintained
(adjusteqd to xeflect the iwputation of SDGKRIs long-term capital,.

AP in 3ADDLC -i1a Y [ P s

leases) on average over the period the capital structure ig in , .

o d\_ﬂ{fllfa‘.’ GG LIRS X
effect for ratemaking purposes. £Q0-80-5¢ noininsd

8. When an SDGLE employee is transferred from SPGEE tQ,
either Parent L5 4D, Affd {%ﬁ&em}g?zahti entity. shal) make a :ﬂ’@?ﬂﬁ?ﬁ'ﬂ% 23
payment, to SDGLE in an amount, equivalent to 25%.of .the employeqls;

bage, apnual compengation, upless SPGEE ¢an dsmenstyate ;thabsMevs

lesgex percentage ;(equal to at, least A5%). igappropyiate for the

A .

class of employee involved. . The aggregate of al) ;sugh.fees paid

SN T 5> S 0 A ¢ (O § QU F L Y

to SPRGSE ghall be credited to the Bleckric Reysnyg AdIugtuent  otq

. i a3t 25 3 ISR <AL IG NN >
Mechaniem (RRAM) account en an . 31%%;%;? 919, oF, a8 Othexvise i 1
necessary to ensure that SDG&R customers receive the fees. This
transfer ‘paYHdnt Providion Wil I nét “ipply ‘o "C1&F1EAY workess.
Nor will ‘it LSBTV €o AR WRICTa1 e EF §F “erdfToVedd eS8 shalhs® -
business units at the time of initial separation from Sébqué’dm 9‘15
pursuant! to PU Code iSection:851 ‘application o dther Cémmission
proceeding i Howeverprit: willl apply 'to:any ‘subsequent:transfers oD
betwéen :SDG&E and :previously separated ‘business unitsy’ > ,Jnoiss1pe

e By Yy doavoar. e vod podesd tundius i erodnon 8
9. ‘”SFD*G&E shail a 56,{(1 3 dfvef‘s{b’ﬁ' of jrf\’:fn{a“‘é'erne’nt!_"{bt:zzljlté)nt: qtfl{é]t o
ot - N AL BRRe L as L 3nornd a0 3333 LRI § £ ko QA 1o )
would adveréelﬁ'jaffe{ci‘f}:hé BTl 8n K J0ount o G¥odS 1o Nundonnos
ST dpuoadd S adgsypsys® poiishi0 aib diol Jew znoidibnon
10., Neither Rarent nor any of Parent's subsidiaries ghall ,.;
provide interconnection facilities or related electrical
equipment to SDG&E, directly or indirectly, where third-party
power producers are required to purchase or otherwise pay for
such facilities or equipment in conjunction with the sale of

electrical energy to SDG&RB, unless the third party may obtain and
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provide facilities ‘and-equipment rof rliKe “or rsugérior désign and
quality through\competitive biddingisrParentfandrits Mon-<utility.oo
subsidiaries ‘may participaterini:dnyicompetitive:bidding for tsvichod
facilities andrequipmentiteist ~d (feile yitupo o 4R Lo fousda
11, VRIT 68t “ar {41y £26d: SRR S WETALRS 185k Fary O ten 0D
reorganfzatfo‘ﬁ* 8P akid "ERATL B, ’béx“t‘f’ej’b‘y ‘a.‘#eﬁofééi?s‘, OJ A1y PR!
not bd dded ¢ ")&gl;érr&iné Fobire Fade s”'o( arab1é&t a(f{’f{fné'eo uEdege!
Decision 94-08-023. porcaIug pitlRreodnt ol Juslls

157 HNAIRabTe cﬁ&'&rﬁ’e}?”fnfofr{atiw”‘(sﬁch S \SWAIIE .
teéhilo184 cdl ‘5%1«5{1‘& data"\;f’& eferﬁédffai‘éeé‘f Jodound yodiis
1nd{fé’&!i > £¥0m 6DdEE €6 A WERNLITLY SEf11Tadd SRANT 5 rri’éé‘é“fs

PIRVLAN “the BHILE éiibjeéé‘”é’o l: Y7d terdi® Ak B}iléiki&r&&“ifné‘é
whiéh &ich® d&tafﬂ?a‘é“’rﬁa&e V4N BT fed e n'&ﬁ%’\!ilﬂfs?‘a‘f‘f'i’fi TS
This “CofdI¥i8R'Gi11 ol SpB1Y 8 dd 1nfSHla¥ dn WA T3 20 onlo
plopriét:aljf“tg'*‘ 58 DN the ipdesdss {6 §F thé‘”n‘é‘sé%m{“éf S8R ©7

i3 coonnias IMAGHY oo bnsdnoM

at the “Eime "t ié"‘id&iéll‘“%eﬁ&'ﬁétea TEES SDEEE
FIATE .J:'.“? aft avisoot protodaun UG8 Fadd fnur ns o} YIE?"O D941
13,

< l‘\‘_(U'\

1% extent. reflected An Ordering Paragraph qq ,19‘,,[” -

15703 H A 1]

and, 8, the differe n . and additiona]i Scfquditions P¥QRQ posed by DRA

ZIe NI R e L
are ado o . : . .
R,teid*' el aoddsinass fsidind o ot sid 15 edlou suoniand

714 ;. SDG&R and Parent shall:filera:written:riotice withithe tuq
Commission;: sexved .oniall;partiesto this proceedingj of 1its8 cosotg
agreement, evidenced:by airesolution :of .their regpective-boards 3od
of dlrectors duly authenticated by ﬁfsecretary or assietant

SIIQGLnBNT 10 N0 La CLOVE LaBNE A8

secretary of SDG&B or Parent, as the [e,ajse_”magi be,“tq(ltjhjemwm by

conditions set forth in Ordenng Paragraphs 2 through 12
inclUdilVe # = 'FATTURE ¥o “F1T€ " Slch ot fed Within 30 WA B et

fenivttonls balnlor 1o e‘;IJIIrnﬂ not 1'391'"10:)':0:"”& abivoiq

16,7

tid3 oodw ,-‘((j:mx.ibai 10 yiinotib 2302 03 Fnsmqiups
azbwiofio 10 oszsdorug 4 bosriupst 516 21320H0O1 X9WOY
1o afse odl ddiw notdonuinos ai Jnsgiups o aotdiliosl doue
ts1do yem yIisq Dieidd odd seslnu (#2842 63 ypions [snit13vnalo
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effective date of this Deciasion shall result in the lapse of the
authority granted by this Decision.

This order is effective immediately. _
Dated December 6, 1995, at San Prancisco, California.

DANIEL Wm. FESSLER
- Preéesident
P. GREGORY CONLON
JESSIEB J. KNIGHT, JR.
HENRY M. DUQUE"
- JOSIAH L. NREPER
Commissioners
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VIGAIOD éwnlbfod ax‘ﬁlg?ila 1o iz@sYoIqms b erosillo odT . f )
Applicant: DG&E by Jeffrey M. Parrott, attorney-at-law, and .
Lynn GJ2-Vam Wdgénén 2ids o3 fdalisve o1 Tisdu estuafbledun all bns

oinpin oD sdl (BIYINNOL 1O VYSRLIDSN 8a 8pilifo9001g nolasismo?)
Interested parties: Baradkat & Chamberlin, by Melissa Metzler;

Califoriia’ Cogeneration COURGLY, by Jefry Bldofi ‘and Lywn Haug ! [sdo

attorneysat;law.of Morrison & Fogxstex: .Chavron USA, by Caxelynos
Baker of Edson & ﬂbdféetBeL Department of the Navy, by Sam De
Frawif, “dttoridyat-1aw; ‘DIVision 'of IRACePAYEY /AdVEEated P by I8 supod
Kathleen ¢.. Maloney, attQxneyiat-law,.Chyig Blunt and -Tim Kenneyp
Federal Executive Agenc es, by Norman Furuta, at;o:qu;ag-éaw;
Heénwsod Enerdy (SerV1dds ! Ino £/ by DAVId ‘R BrandhShb;” MRW &F L0360
Company, by Roger Peters, Pilar.Garcia, and Ann Kozlovsky, . N
attorneys-at-1aw; “S1tH& EAeYgi&&/ETREF, by UShH Wdd Presuthadn mbs
california; Edison .Copmpany,, by, StepheniBo P.if}se g6 and ; Juli¢ :Aosn0qg
Miller, attorneys-at-law; Southern California Gas Compan

Asgoclates,( Inoy.: by Steven-C. MgClary(,;Pacific Gas:and:Rlectriar«

2 % . > 0 - bY .y
Jeffrey 'E320a6Ks6r ‘and (Dafidl -G CCYénent  Pab L SYNEYS At - {é\?{ Jootdo
State of California.pepartment.of General \Sexrvices g,by.-Dlansacassx

Grueneich , attorney-at-law; Toward Utility Rate Noxjmalizal;ior} ,
(TURN) , ‘bY' Theredds Muelldy ) dttorney-av41aw and ‘UeiliEy vl "\bas
Consumers' Action Network.,(UCAN).: by, Michael :Shames;and Michael i

E4

Wells, attorneys-at-law. _
. bie aoisilod sdetogreD (2ol (LoD Jassed GH2Y ol LR
WORR D 8 wEM Dboniver zs Yoaottonziniy 91ofifIIA rol 2ont{abiod
paibiod nat  (Edoae vy yidoriins 23i ni botaosvaslagal od (liw

{.A Jn~afus32A (S .x3 o902) aadnliills 4222 Bie (WIHEJT0D

g'320712 1o {avoigqyes 0136 2360y xia o) aouid nidyin L€
Yo axchfcdsnife unl (Wieg oo praibloid s mio} 03 anilanifgas

| Rarse
2'E2
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bne zeinifog zaocitoseassd 9isiliY¥s it (1iv sonsligqnen

noidesilgae a3'320502 patvorqas noiainsd goleainrod odd asnifiebiup
1oiddo bas ortudoutda vaearod pnthfod 5 odnt asinsprost ol

(ot 3noilteeVy widld) anoiisivpsy bas zishio noireir 2D aldoenit lqgs

ad to3tbus o1 43 bieracssst [A4Y bis MADU ..'-}e!:-ﬂ?.})r LA 3rbus

exntil bsiltfsup lo dJeitf s rond goizainmnod odd vd Baivelse
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1. The officers and employeea of SDggE's holding °°TP
L f d’f FTER Lol O IS TS0 455 SRS TR €58 o Hapii= 115 uqulx
and {08 subsidladlls "snall Be ‘avallable to appear anditestify, in\u

Commission roceedings as necessary or required. The Co {ssion
X r,edmfgxd n‘}hﬁ’ E‘iy) 3 Is8ih 158 ra0i3I6 T)m ‘;mrn[

ehall h@ye é&ggss to.all onks an recqrds of. sqg&gnl - 01 1ng;;q

compan?} Cand aﬁf fflliafe pﬁféuénb to { BY 'Codé! ééb&ion ?1?Y““‘°J’5
van 243 lo Jnﬂwjiwxficoéjnef SR (o) i {a} xaAsq

Requestqgfor‘ﬂ»r gbion pursyant o PU Seation 314 nade by.s ey

COmmi§§1oﬂ!9héff or'agbntéTbYefdeeméd:P eéhmﬁtivél“'vélid 132 [a3RH
15 9ntojjs B maol vd L eolonapi OVI soxd {p 15993
matefial agd xelevant . ﬁhyzob ect ons .to request, sh ai}_be t. mel YoH

Iy sy 1M P2 s,

raiged: byi"sfx;&smftsJholdi'ng‘adnf"é‘ﬁ‘ O g affniatéé béfore kHe A
O soﬁl ik bns sl fg i td \axfjs 19D NG A tale s

adminiet2dtve Taw Judae or Assloned commisaioner Ko the —ayenicdan

proceedi éLinfwhidH°§ﬁdh ijéctiéhE éfiséﬂf‘lﬁ“hékiﬁé such' an & (60
ObJectiQH respondents,;shall demonstrate,that; the .reqiest isiobaL
reasonably(%élatéd'ﬁé"éhy116§ﬁ6*pf6berl?’béféfbfth i dﬁd{hﬁioﬂdﬁjp
wotiesile 104 odes 3 bhiEwol Jwpl-Is-yoinzodds .omnmrﬁ)
and, furthg;.rlsanpjreaqonjﬁlyﬂqalculate ;to result.An Ehe HAUT)

disdoveryof iadmiasibléd “¢viddnée' in Eﬁé“pfoééedi FoLina Yaser “9”03
: ! }5 a\(muoﬁr el faw

2. The "SDO Parent Co., Inc. Corporate Policies and
Guidelines for Affiliate Transactions® as revised May 3, 1995,
will be implemented in its entirety by SDG&E, its holding
company, and SDG&B affiliates. (See Ex. 2, Attachment A.)

3. Within three to six years after approvai of SDG&E's
application to form a holding company, the shareholders of
SDG&E's holding company will pay for auditors to audit SDG&E's
affiliate transactions for the purpose of verifying SDG&R's
compliance with its affiliate transactions policies and
guidelines, the Commission Decision approving SDG&4E's application
to reorganize into a holding company structure, and other
applicablée Commission orders and regulations {the "Verification
Audit®). ([SDG&B, UCAN, and FEA) reccmmend that the auditor be
selected by the Commission from a list of qualified firms
submitted by (SDG&E, UCAN, and FEA}. The auditor's report shall
then be filed by SDG&E with the Commission and served on the ’
appropriate parties. (SDG&E, UCAN, and FEA} recommend that the
most likely forum for any necessary Commission review of the

- 49 -

Ynna*aﬁ 250 s;:xo}f 2 aiodduol twal- 35 ango3de, il




I R R P RO DR

A.94-11-013  ALJ/RC1 * ' COA\GIA  £L0-TE-30.A

Verification Audit..would bé:either 'SDG&E!8 1999 .Genéral:Rateoijaun
Cage, orithe évalyation and ipossible .extensionof +its exigting ion
base;rate!Performance;BasedrRatee'('PBR!):expérimeﬂQws lo *nlanstl
(A.92-10-017).. ««Thig PBR ‘application -currentlyiremains ropencfor His
that.eyaluations cIf\@ithex 'of those:forums aye nMot:-availableja oD
SDG&E dgreesthat- it .will noticdontest aimotion(torhave:thertlaene ol
verification pudit reviewsd {n any SPO4Eproseeding thene o

existing, or if need be, opening an LY £or sugh-Yeylet:buns bivoy

Thereafter, SDG&E ratepayers shall continue to fund the normal PU
Coad  dEIE1oRE 318, ¥ Und “To¥ "4041Cs P ISTEEY TN nd “EVERE anf11
spGEE Yt dp e £8 e PEGRIPEE e 8THIRd “addtni&ye "L £ PAZELEn TAYGLE O
until at least tHYEE YLard 1ilVe Ce14586d 1icd ttld JeadprEe1&f 24 Pro
the £{rel VdITEicitof RIGTE Wit thd Pdrdept il St 2ffagyd 1ooribat
per£&mdd 4w EEMEEC 188 WIKH B0 858 d83eLsN §51 7 pP8d8edngs s> ud
azolnu (42042 ol ypioas [sditdosls Yo oles sdd ditw notdonuinon
3 n%%:q }.?q S ?\i‘\%ié% i CS ;Roxl»ii)(iy s?)g v%%&% n%h?x)l :!3 -aen Ein:u%:ntﬁv‘f) Bridd odd

establisggg;hg SDGSR's Board of D ¥§gﬁgggwﬂ%eyhouqqéggg&gowggglaao‘

SN NPMIOIN D \'Jj_lﬁ L SV
comp at;a(l)‘]g(i £ ‘z'?.t.'z%i:‘:dt atlr(irl% Uu“?i%.‘}li 2/ fc?mP)aQYI Laron praibloed od P Lpoibbid
:5 ¢ 1. ThHe ;éapital "réquirément s 6f iSDGLE) asridetermined itorbeyen
necessary to meet its obligations to serve, shall be .givenifirst:s

priority bﬁn%gngPard of Di:eqtorsbofisgﬁﬁzls holdiggiggppqu and

prBron B AALTS 10 2is Bonys
SDGLE. 1o yiifidianogzox st od [Liw bus 936 f10LI6S HIBPIOHTS
v 6 no-SDG&Bishall maintainca balanced capitdl structuré [odorsdn
consistent with that determined:té be -réasonable by:theso sidsisde

Commission in its most xecent declsion on SDGHB's GapARAY ¢
stvructure * Sx%G Ej. .3% aequ;l;i t’X) (ﬁ}}%];{ Rex SF %t&?%nel(} 1.81‘??3}-3: E}&ari Gg}?_ro fondnsy
Commission's dqp%% igﬁgital struetur g}ll be'ﬁuiﬁgﬂ%n?QIJDSIIbni

SEs] 20 L1600 16 YJLi4 -1l [ e PLA ¥2

(adjusted 5o xsflegh the. dmputation of ShGsB's Jongztery capital,,

AL SIlOL FLD0D X S CE NS F )
leagea), on ;avexags ,ovex, the period the capival, shxucture d8 ing i,
effect fo{:'iraj%?:rgalﬁi(ﬂg;fPH’EB?&e?;bua 03 yiqgqs Joa [liw notii br1oo eidT

42172 When(an:SDG&R 1empldyeecis &'trans'_fer-'fed'ff xom SDG&R tto L1qoxq
either its holding company offaﬁaafftliateﬁuthab_eﬂtiﬁyswfblsdékés
a one-time payment to SDG&E in an amount equivaleént to 15% of the
employee's base annual compensation;: The éégfegate of all such.
fees paid to SDG&E shall be credited to the ERAM account on an
annual basis, or as otherwise necessary to ensure that SDG&E
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customerssrdcaive:thecfees a::This transfer| payment ipyYovigion WillV
not applyito cleérical«vorkers, s Noriwilliitrapply ‘to<the :initial:ed
transfer of employées-to SDA&E's8 busiress:uniterseparatédfromsssd -
SDG&R “pursuant ito<PUCode Section 851 ‘appli€ation“or otHéror-ge.a)
commission iproceedings rHoweverpcit willcapplyito any isubdequenti3
transfers:between«SDG&R ‘and sthe ‘newly ‘'separated business cunitgroag

8. sbGed BIT 2v81a "4 q0vaPE18d S ReNETedd it A ETEIE Ende=Y
would adve{x‘ggffggff{é\é’@ t‘ﬁ’ét Jé?lf{’y?“hlsqo vad boann 1t o ‘gni.}urixg
U {sriaon 93 bagdY o3 sunidanon [isda atosysgdrdst d20G2 (193isoveldT

{ I% hEs g?ig;lt_},egns%q&g !x 4 vlgo“!}?ti nq eg%p%ny‘ e'?%ﬁ“?: ?afl F_t ll?: (H?:l\'gicng boD
company’s sybsidiaries shall proyide interconnection agilities. .
and,related electrical equipment to SPOSE. directly ox . ¢ 45 fisau
indirectly, whexe third-party power producers are required to; .

purchage oy otherwise pay for such facilities and equipment ing. .,
conjunction with the sale of electrical énergy to SDG&E, unless
the third &ty fidy EPrd I End prévide YFATi LI Y sl iprédnt
of '11K& Vot "EPe TEF de Slgi Erd “i81 1€y rirbugh ESiFe vtk [pgln t fdn a0
bidding. The holding company “8hd itd’ ﬁéﬂ-"ufi‘ffﬁ? PSS a LdE e 4o
may:parti¢ipate-iniany compéetitive -biddirig:for 'such:facilitieés
and: eqiipment. ¢« { {faidn ,ovivz o1 zanisspifde adi Jonn o3 ‘{16822:‘:‘.}9{1'
HiB YE AT PESEYS a P B1HE ' 3P “8D3EE S “hoTalng oty I 1o
reorganization are and will be the responsibility of PR
shareholders;1and x-iil:ifpot tbesused tordetermineg future:rates ‘or
sharable earnings urider<Ds94-08-023 honimistab 3sid dirw Jusiaianod

fe trarrny gl 3anig ju o inab, dason 20m oir f izairsol
11. Val@ip & S0stend? {SESrmation 2 et 08 Rakkdy @0L231im00

technologfdal' s8¢ £THI1 L2 448 e fahdfEfFed? }é'f?egt'f}% S otudousiz
indirect1y? "ffor 'SDGEE €478 RSN RENT ey Saf FIT140d O T PO REd§o°
avd {13618 €6 °Cr& Publi& 808 48 "3 "End ‘tdr it Jand doidi €10k WD)
which felidh STECI VS dbdd Uvafianle 08 e am Yo LTI VS £0 150850
This condition will not apply to such fHfeat{dn ERAE g0 320110

proprietary:to and3in:the’possession:of fa/busineds unitsof SDG&R
at:>the [timeyit is separatedfrom:SDG&LEn» yisqron pruiblod 21i 1oiddis
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7o be initTAIiy Khowd “ﬂ“‘qb Bardit Qb igpgsd: 26t nolaiooti asel

'PEA did,not f{le p brisf, bib'y ‘sf,g‘tu?','%é‘i‘,‘é A o ndtcate tte,, (1304

con;:inued Ft of tﬁe ohenda fon: ) Y
 SDGEE n tFePs) ranscriptf Er?‘eﬁrf ¥ {n S c{‘ NE Ace: ‘ning “Jﬁé{h‘e?‘)ga’”"‘m
oLede .t SREANS dv 1% B, gqneex

compensation or 'gross' compensatlon 550 quas 639 basis for calculating
certain payments. That errQrihag bgen qqg;gg;eqyign ithe conforming change 1 ja
has been made to the text of the decisfon. SDGEE syggested that the .G
Ccommission make a finding, concerning.the lack of, enyixenmental effect of theﬂyq
prowse{.reorganipatjon. whichias[als6 heen done., (SPALE requested: that tha ihu
Commission's oxder be made effective tiomediately,. rather than upon 30 days,

¢ UCAN commented that it geriexally. suppoxts the draft decision, but finds an AT
ambiguity)in theidigcussion: of Ffair. ‘market, value.PzUCAN quotes a definitionAAn
of fair market!value' from SDGELR's pFopdséd corporate-giiidelines that appearg-oM
to ba cdohbistent with the' exdrpleidefinition.quoted fréSn BPlack'as. In prepared
testimony, however, SDGLE Withdrew that definhition and 'substituted a

definition that cOnforms to the curréhb‘hffiliaté'Tréﬁébctions Order. The

draft detlslisri:had Bednirevigdd Yo olarify this Msbue. A UCAN {sValgo Gncéstaim M
as to the precedenE”éét&bliéhed in~ene 3ectibﬂa'9tbpér ‘kole of the Commission

on Matters Sf'tofpéYhte ‘GovePnantd, « O AR" dit&rial’éﬁihge has been made that

may Yéliéve UCANTs unéerfhiﬁtfl""q' hol3ld noidoos

5 DRA stated its position in a letter KT thé‘fEH *"a ALJ. DRA set forth its
positioi’ reg rdlng th $bp14 bility'"f s&tidn 315" Bdl made no motion oh!” 151
whiéh aciio Can el 't 8 fil il }O ‘:‘cf“" oitd

¢ sedkule’ 3(b>‘L’#éfd$ 6£ 5da2Bsd Ehe‘ r{ts of DRAL'“motion, which involves

a claimed violAtIion' of ‘thé sett]emg Fius wiihave not relfed upon
the reference sought to be struc§ iq le“‘iQP in this application.H}
'To be known as "San Diego Hergegfgpmp \ JI' 1 -zfrhi{ abal Ul
'The ,term;tthe. pag?{eg ';9£E;?H§9 sDQ??ﬁ\pFL b-?gﬂ‘J?ﬂ ;DRA for purposes fDiKﬁj
this dfscussion. VitEg oD 0itInsld 3 25D opsid nel dapas

+

'In the 19éé‘Déc{bloﬁ wel'sald: *Inédfaf‘iérls‘égﬁsist it with the plblic?olJ0sl
interest, we prefer to leavi mah&gement £ thairsl ty“to the managexs éﬁ%ﬁeﬂfﬁ)
by the ut?}ity's shatéﬁbléé Othétﬁl é“’ riv&te snéksh hip of public 'A)?
ut {15613 would b& P intfé&g Ehddg tné 1siéﬁsrihét wouldjgéd{h§§1f§>311191
management's prergg ivg£ Jlﬁlrihé onéiﬁt St sh£~éPo ders, are the nature and
extent of diversification and the form of é%rp& ate's organization best suited

to carxy out that diversification.® (20 CPUC2d at 670.) . Although
diversification into non-utility linés of business was conteémplated at that
time, our ability to find an appropriate level of safeguards and protect
ratepayers on a continuing basis is also sufficient for affiliates in the same
line of business.

“¥rprovide complete access to ALL books & records of all afflliates. The

- definition of affiliates is the same as that in R.$2-08-008."

Mathe officers and employeés of SDG&R's holding company and its subsidiaries
shall be available to appear and testify in Commission proceedings .[DRA:
without subpoena}l as necessary or required. The Commission shall have access
to all books and records of SDGLE, its ‘holding cotipany, and any affiifate
pursuant té PU Code Section 314." .
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YIA xe Pacifio Bell f(Di87-12-067}1"37" cpuczd ‘1, ‘99 36’ oW EVEF,” Eh4E dedTd] ',feixo“
did'hot adopt’thd Tsndltidh! 18es 1A at 13 Hre 8“ o3t i ke v
VapdiEon ' shal)iensure that' the ColiiEsidn h'% acdesr ¢ B hda vdd fﬁ?fgf;"s o
the holdind®&dpiny  and edth'ae! 143 at 23 1acth 2ha° tBeiP’é 16%‘0%%6%{ H1auths
consistent with the requirements of Public Utllitiea Code sect1dh 3147 o1 21 926
CPUC24 at 371 a1 sobha10 eastiunsneT ade {1334 o o3 Joeuatug "J‘i(‘x'u srdanget
“Requestd “for’ ProaictIBH (SDALE, T WAN,> T ?&\: fu%vf‘an CEE Y vdad sde 'i:l fgnt
314} made” B?’C‘”"iEEiéﬁ’siZt?‘6r“39é$fs’hfe Qe d’pie%uﬁftiv i 1@ %g jft&
material and relevant. Any objeééi%n& teo" éuch’&é&ﬁl%fe éhail i
by:sbatk’ [1ts hdlding” &orpany) sk ivélafiiliatas [betsrd thé adninldefielve
law judge or assigned commissidndk!td-the Préteddingd in*which: éuchtobjeéﬁibné‘ﬁ
arise)is; In-making Buch.an:objectionjorespondents shall defonstrate that:the.<K
request, is,not -xeéasonably:related to any issue'properly.before the: Commigsiontal
and,) further,i is notireasonably.calculated to:resultrin: the. discovery:of 1odtadw
admissible, evidence -in-the proceeding:.2ui» 82 ,“andidoe~ns T Isivnraii®) (#) bos
MDRA::- ’Divldend;policy:iq to:basset-ap-if-utilitylis stand falore:A3veq o:%i{s o3
SDG&E;a UCAN) 1and ‘FRA1-{The dividend.policy ¢f SDG&B:shall continuetd bessl dzua
established by.SDGLB!s Boaxd of Directors: aesthough SDALR [wére1a comparable) ooz
stand-alone utility company.* eanllehiup 43 paisives 10 esidflensy prifusiug
¥pRA: *({Parent] is to give capital requirements of utility Eirst priority.
SDA&R, UCAN, and FRA: *The capital requirements of SDG&R, as determined to be
necessary to meet its obligations to serve, shall be given first priority by
the Board of Directors of (Parent} and SDGs&R.®
VpRA: *A balanced capital structure is to be maintained, and equity is to be
retained such as to maintain capital structure.®
SDG&E, UCAN, and FBA: ®"SDGLR shall maintain a balanced capital structure
consistent with that détermined to be reasonable by the Commission in its most
recent decision on SPALE's capital structure, SD3LB's equity shall be
~ retained such that the Commission's adopted capital structure will be
maintained {adjusted to reflect the imputation of SDALE's long-term capital
leases) on average over the period the capital structure is in effect for
ratemaking purposes."
UDRA: "SDGAER will receive from affiliate 25% of transferred employee's 1ist
year base annual compensation as a transfer fee for affiliate's avoided cost.*
SDGLR, UCAN, and FBA: °"When an SDG&4E employee is transferred from SDGLR to
either [Parent] or an affiliate, that entity will make a oné-time payment to
SDGLE in an amount equivalent to 15 percent of the employee's base annual
compensation. The aggregate of all such fees paid to SDGiER shall be credited
to the ERAM account on an annual basis, or as otherwise necessary to ensure
that SDA4LE customers receive the fees. This transfer payment provision will
not apply to clerical workers. Nor will it apply to the-infitial transfer of
employees to SDGLE's business units separated from SDA&R pursuant té a PU Code
Section 851 application or other Commission proceeding. However, it will
apply to any subsequent transfers between SDG&E and the newly separated
business units."
Bsuch changes may affect one or more utilities as circumstances dictate,
®That policy values the asset solely by fair market value. But for.
administrative convenience, if both the estimated fair markét valiie and net
book value are eéach $100.000 or under, the transferor may seleéct either fair
market value or net book value. _
MSDGLE should retain such copies until the completion of the Verification
Audit, whether or not the Verification Audit is undertaken within 5 years.
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