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RESOLUTION G·3252. SAN DIEGO GAS & ELECTRIC CO~IPAN\, 
(SDG&E) REQlJESTS APPROVAL OF SOG&E'S YEAR FIVE GAS 
PROCUREMENT PBR RE\\'ARO. SDG&E'S REQUF..sT IS APPROVF.D. 

BY ADVICE LETTER IIJ~·G, FILED JANUARY 20,1999. 

SUMMARY 

I. SDG&B filed Ad\'kc Letter (AL) 1134-G on January 20, 1999 to rc-quest approval of 
a Gas Procurement Perfonnancc-Based Ratemaking MN'hanisl11 (PBRM) shareholder 
reward of$),962.233 for the period August I, 1997 through July 31,1998 (Year 5). 

2. SDG&E had previously filed its Yeat S Gas Procurement Annual Report on October 
30, 1998. The OOice of Ratcpa,)'er Ad\'ocales' (ORA) issued its reVicw and audit of 
SOG&E$s Year 5 gasPBRM results in its Monitoring and Evaluation (M&E) Report on 

. Fifth Year Results. dated January 15, 1999. 

3. In its M&H Report, ORA concurs \\ith SDG&E~s PORM Year 5 incentive reward 
r~"quest ot'$1~962,23J. 

4. No prolc:sts were moo agairlst AL J 134-G. 

5. The Energy Division reviewed ooth the SDG&E Year 5 Report and thc ORA M&E 
Report, mid concurs \\ith the n:queslea reward, 

6. SDG&E·s request for a shareholder reward of$I,962.233 is approved. 

HACKGROUNIJ 

L SDG&E·s Gas PtOcurenlent PDRM was initially approved by the Commission for a 
two y\~ar initial term in Decision (D.) 93-06-09i as a two-part mechanism. Part A 
measure.s SOO& H's annual actual purchased gas cost~ (PGC) against a octldunark 
calculated from average basin gas price indic~s (rolll four identified basin/pipeline tct~ipl 
points (IBP), and a~tual transportation costs. Part A SCf\'es (0 encouragcSDO&E to . 
minimize its gas commodity costs \\ithin its major supply markets or basins. Part A 
providc-s for equal sharing between iatepa)'ers and shareholders of any savings of costs 
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below th('! ~n~hmark under this l'.1rt ofth~ m('('hanism, and equal sharing of any costs in 
excess of the \kad~'\nd. or 102% above th~ b.:-nchmark. Part D 1l1Ci.1SlIf,,'d the dint-rence 
between the PGC and a benchmark tiro to a weighted avcwge price index of total 
delivcred gas costs, assuming interstate tr,\nsportation costs at 100% of pipeline as-billed 
mtc.s. Part 8 provides SDG& E incentives to lower its total delivered cost of gas. 
Sharcholders earned $% of savings rdative to Part Il ocnchmark. 

2. After the gas procuremcnt PBRM was Initially adoptoo. \'ario\\S n\odifications to the 
mc-chanism have ken adopted, and the ternl of the mechat:tisnl was extended. The ten'll 
of the PBRM \\'as extended b}' D.95-0"-05 1 until 90 days after a final evaluation repOrt 
on the PBRM was filed. 

" 

3. Resolution 0-3181, dated June 6, 1~6, revised and modified the indicc.s used to 
calculate the benchmarks in both Parts A and 8. 

4. AL 1029-0, efiecti\'c NO\'C111ocr S 1996. incorporated SDG&E's ston~ge cxpense.s 
into the calculation of part Borthe PBRM. 'The dcliver)' point tot gas in Part 8 changed 
from the California border t6 SDO&Ets cllstodytransfer poitltS fronl Southern California 
Gas COIllpany. 

5. D.91-02-12 furthctnlooifioo the PBR~I by replacing the simple awrage Delivered 
Price Index Benchmark of Part B \\ith a ,"o1unle-welghted awrage, and the (enll of the 
PBRM was extended until the Comnlission adopted a new gas procurement PBRM for 
SDG&E. 

6. A new gas procuren\cnt PBRl>.1 \\ith an lalitial teml of five years was established in 
D.98-08-038. for the period beginning August 1, 1998. D.98-08-038 also proyidcd for a 
procedure by which PBRM rewards and penalties would be reque-sted annually b)'ad\'ice 
letter. upon agreellient of both SDG&E and ORA. This new procooure applied both (0 

past rewards and penalties under the 01d PBRM which had not yet been approved by the 
Cornniission as well as to future rewards mid penallie.s under the new PBRM. 

7. Under the gas PBRM M&E procedures. SDO&E files an annual compliance repOrt 
detailing its perfom}ance results. SDO&E·s filed its annual report OIl its PORM Year 5 
perfonnance resuIts on October 30. 1998 . 

. ~ --. 

8. ORA pro\~idCd its annual audit of the Year 5 Gas Procurement PBRM ii, its M&E 
Report that was flIed on January 15, 1999. In that rCpOrt, ORA agr~cd "ith the SDG& E 
shareholder reward of $ J, 962,233 which resulted from SDO& E perfonnance in \' ear 5 
under the PBRM. 

9.: As provided for under the procedures adopted in D.98-08-038. b)' AL 1134-0, 
SDG&E se~ks approval of the Year 5 Gas Procutcnlent PORM shareholder reward. 
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I. Public notice of AI. 1134-0 was made b)' publication in the Commission cakndar. 
and b)' SOG&fi mailing ~opics of the tiling to inter~st~ p..1ttics, including utilities, 
goverimlcntat agencies. and the service list to A.97-09-0-I9. 

PROTF-STS 

1. No protests wcre r«ci\'oo to this Advice Letter. 

DISCUSSION 

l. ORA has audited SDG&E's Year 5 pcrfonllance re.sults, and agreed with the SDG&E 
r~uested PBRM reward. In the-couis£ ofthcll'l.onitoring and c\'aluadon pr~css, ORA 
identified $118,878 of year-end billing and payment ttming diftetcnce-s. ORA has made 
the reeommendatioll, to which SDG&E has agreed, to include this adjustment of 
$118.878 in the Year 6 PBRM calculations. 

2. The Energy Division has reviewed ~\h_ \}1e SDG&E Year 5 PBR.M f~portand the
ORA Year 5 M&:E rCpOr1,-and concurs with the shareholder reward. The Energ)' 
Di-.'isionalso agree.s ,\ith ORA's rcconlmcndation that the above amounts ofSDG&E 
billing and jXlynlent timing adjustments be Included in the Year 6 PBRM ca1culations. 

3. SDO&Ws rewani reque.st for Year 5 of the Gas Procurement PBR?\,1 appears to be 
reasonable. 

COMMENTS 

1. This is ali. U11contested nlatter in which the resolution grants the rdie(tcquestoo. 
Accordingly, pursuant to PU Code Section 31 I (gX2), the othe£\\ise applicable 30-day 
period for public review and ~omment is being waived. 
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I. 0.98-08·038 establlshoo a pr«edure under which the C<arnmissioil would adopt 
SDG&E gas procuremc-nt P8RM rewards and Penalties. The procedure provides for 
requests b)' advice lettc-r for PORM re-muds and penalttes agreed upon by both SDG&E 
and ORA. . 

2. In c-ompliance \\ith D.98-08·038, \\lth AL 1134·0 SDQ&E requests a Year 5 
shareholder reward of$I,962,233. In its ~t&n report on SDG&B's Year 5 r¢sults, ORA 
has agreed to the requested sharehoMer reward amount. 

3. The Energy' Division has revie\wd SOG&E'$ and ORA·s Year $ reports. The En-e;gy 
Di"ision concurs \\ilh the requested reward, and \\ith ORA's n.'X'omnl.Cndatioil regarding 
billing andpaYfllents timing adjustments. 

4. SDG&:E's requested Year 5 shareholder reward of$I,962,233 should be~ppr()\'cd. 
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t. SDG&Ws Ad"ice tellef 1134-0 and its fC'ques\ fOf Year $ PIlRM reward of 
$1~962,i3) is appfovoo. 

2. This resolution is en~ti\'c today. 

I ccitify that the foregoing resolution ,,-as (Juty introducoo, passed, and adopted at a 
conference of the Public Utilities COr'nn'lission oflhe State of Cali fomi a held onMarch.. ' 

'; , 

18. 1999. The follo\\;ng CommiSSioners voling fa,·orabl), Ihett(}~ ~~~,~~, 

WESLBY M. FRANKL1~;:' ,! ".", . ~\~: 

RICHARD A. BILAS 
President 

IIENRY M. DUQUE 
JOSIAH L~ NEEPER 

Commissioners 


