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PUBLIC UTII.ITIES CO~IMISSION OFTIU:STATF. OF CAl.lFORNIA 

ENERGY lllVISION 

RESOLUTION 

RESOI.UTION G .. 3i6S 
OCTOBER 7, 1999 

Resolution G--326S. San Diego Gas and Electric Company seeks 
authorization to transfer unspent Research, Dc\;elopment and 
Demonstration (RD&D) funds to the Transition Revenue Account. 
Approved in Part as 1\lodified, and Denied in Part as 1\loot. 

By Advice Letters ll58-E/ll42~G filed on Aprill, 1999. 

Summao' 

San Diego Gas and Electric COrllpany (SDG&E) r('Quests authQrity in this Advice l.etter to 
transfer $5,467,457 of unspent Rcsear('h. Deyelopment, and Demonstration (RD&D) funds to its 
Transition Revenue Account. 

This portion ofSDG&E's requc.st is denied as 111oot. In D~ision (D.)99-06-058 (also kIlO\\11as 
the "Revenue Adjustnlent Proceooing" or "RAP Dedsion') the Conlll\ission has already 
addr.:'.ssoo SDG&B's reque.st regarding the disposition ofunspenl RD&D funds rdated to el~tric 
operations (approximately $4,193,285 of the $5, 467,457.) Subject to certain conditions, the 
Commission approved SDG&E's altemativc rctommendation itt this procn"ding to transfer 
unspent RD&D (unds to SDG&E's Transition Cost Balancing Account (TCBA). 

The disposition ofSDG&B's unspent RD&D tunds that arc associated "ith SDG&E·s natural 
gas operations ($1,214,172 ofthe $5, 461,457) was not addres&.~ in D.99·06-058. Consistent 
"ilh previous Commission decisions (D.88-09-063, 0.97-10-057, and Resolutions E-3622 and 
E-3628) these funds should be returned (0 ratepayers. 

SDG&E shou1d credit the $1,214,172' oful1spcnt RD&D funds to r\-Juce costs in its Gas Fixed 
Cost Account. This "ill achieve the $.1.Jlle result as dir-xtly refunding the unspent RD&D funds 
to ratepayers. 

• I As of JanuaJ)' I, 1m. ThisaIl100nt witt ~ \lp':hteJ to r.;·flIXt the on-going (ollIXtioo of inter.:-st from Janu3J)' I. 
1999 \lntil the funds art trans(em.-J. 
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Resolution G-)265 <klolx'r 1. 1999 
SDG&H Advice tetters I 158·EJI142-G!JElI 

Background 

In on.kc (0 ensure that ratepayer funds allociltoo (or RD&D activities arc usoo (or their intend .. 'Xl 
purposes, the Commission has c-stablished one-way b31andng a«'ounts for each of California's 
major utilities. Under a one-way balancing ac~oun'. funds arc set-aside in a sc-par-ate ac~ount 
so)ely for funding RD&D activities. At the end ora General Rate Case (ORC) cycle, any funds 
allocatoo for RD&D pUrpOse-s that ha\'~ not been spent by the utility arc to 00 refunded to the 
ratepayers. In this manner. the Commission ensure-s that RD&D funds arc used for their intended 
purposes and eliminates any incenti\"~ for the utility to usc RD& 0 funds (or olhc-r purposes. 

D.88-09-063 established a one-way balancing account (or RD&D eXl>cnditurcs for SDG&H. 
This ac~()unt is similar in operation to the one-way balancing account~ which the Commission 
had otJet~'d Pacific Gas and EI~(rie (PO&E) and Southern California Edison (Edison) to 
establish in D.87-07-0il and D.87-12-066 rc--sJX~li\"ely.l 

During the three-year period of 1996 through 1998, SDO&E was authoritro $20,897,236 for 
RD&D programs but had spent onlyS 15,851 ,OOS ofthis amount. This leaws $5,0-10,231 of 
unspent RO& 0 funds as of January 1,1999. Combined \\ith interest p..'l.yments on this amount, 
SDG&E has a surplus of $5,461,45')' in its RD&D account. 

In this Advice Lel{('( filing, SDG&E reque-stsaulhority to transfer these unspent RD&D funds to 
its Transition Revenue Ac~ount. SDG&E h3d made a similar r-:quest in its application in the 
Revenue Adjustment Proceeding (A.98-07-OO6). In that proceeding, SDO&E reque-sted that 
unspent RD&D funds should either be transferr~'d to its Transition Rewnue Ac~ount or 
altematively, transferred to SDG&B's Transition Cost Balancing Account (rCBA). 

In 0.99-06-058 (the RAP D~ision) the Commission addressed SDG&E's request regarding the 
portion ofSDG&E's unspent RD&D funds related to electric operations. In the RAP d~isioli, 
the COllimission allowed SDG&E to: 

Transfer overcollections [in the RD&D account] to the Transition Cost Balancing 
Ac~ount (TCBA) ... \\ith the conditions that (I) the balancing accounts not be closed. and 
remain subject to review, audit. and potential disallowance and, (2) SDG&E shall ~re-dit 
each ~ustomer group a share of o\'ercollC'\:'(ions using the s..1Jl1e ~ost allocation nlethod 
used to ~oJled revenue in rale-s ... • 

The disposition ofSDG&Irs unspent RD&D funds that arc a.c;sociated \\ith SDO&E's natural 
gas operatIons ($1 ~274J 172 of the $5, 461,457) was not addressed in D.99-06-058. 

2 See D.88-09-063, Ordering Paragraph til and Appendbc A (Slip opinion, p. 1) 
) This amount Will be updatN to retloXt the on-going tolloXljon of inle-test until the funds are actullly transfe-rrN. 
4 D.99.06.0S8, Ordering Paragraph #3 (slip opinion, pAS) 
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Resolution 0-3265 Octoocr 1, 1999 
SDG&B Advice l.eU"rs 1158·ElI142·0/JElI 

Notice 

Notice of Advice l.eUC'r I 158·E/I 142-G W'l5 made by publication in the Commission;s Daily 
Catendar and it was distributed to p..1rties in aC\."'('Irdance with S«tion 111·0 ofGe-ncm1 Order 96-
A. 

Protests 

Advice Letter I 158-ElI142-G was not protested. The issues raised in this Advice Letter, 
however, were also addres~--d in SDO&E's RAP procet'ding (A.98·07-oo6). In that proceeding, 
the Ofllce of Ratepaycr Advocates (ORA) oppOsed SDG&E's request to tnmsfer ullspt'nt RD&D 
funds to the Transition Revenue Account. ORA arguoo that doing so "woutd allow SDG&E to 
i~o\'Cr certain costs for which it has not r«eiyro approvaL.and that the Commission [should] 
defer the disposition of o\'ercolketions to the Energy Division's pending review of existing 
account balances.'" 

Discussion 

SDG&E's requc.st in this Adyice Letter to transfer unspent RO&D funds associated \\ith its 
electric operations is denied as ntoot. The Commission has addressed this issue in 0.99·06-058. 

0.99-06-058 did not address the disposition of SI ,214,172 of unspent RO& D funds associated 
\\lth SDO&E's n<}tural gas operations. Consistent "ith Commission policy and previous 
Commission decisions, these funds should be returned to ratepayers. 

D.88-09-063 established a one-way balancing account (or RD&D cxpenditur~-s for SDG&E in 
order that unspent funds could be rdurned to the ratepayers. In D.91·1O-051 (also kno\\TI as the 
"Streamlining Decision) the Commission reafllnned.that unspent RD&D funds should be 
returned to the ratepa)"er.6 Under the section uConcl~ding Principles and Policies", the 
Streamlining Decision states thai: • 

111e utilities shaH relain the regulatoI), accounts rdating to DSM, CARE, and RO&D 
programs for the purpose of assuring that costs allocated to a s}X'('il1c progralll or 
function an.~ spent on that program or function. consistent "ith relevant Commission 
orders.' 

Previous Commission orders (in this case D.88-09-063) are dear that funds allocated for RD&D 
should be eithe-r used (or RD&D purposes or refunded (0 ratepayers at the end of the rate case 

s 0.99-06-058. p. 35 
'0_91.10-057. Ordering Paragraph #14 
J 0.91-10-051. stip opinioo. p. M 
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Resolution 0·3265 (ktoocr 7, 1999 
SDG&n Advice I.etters 11S8·r';1142·G/JEIi 

cycle. Resolutions E-3622 (adopted Juty 22, 1999) and E·3628 (adopted Scptemocr 2, 1999). 
reached similar conclusions regarding the disposition of unspent RD&D funds by PG&E. 

Prior to the start of~l~tric re.structuring, the refund of\lns~n\ RD&D funds was aC('omp1ishC'd 
by crediting the ElC(tnc Revenue Adjustment Mechanism (l~RAM) ac(-ount. In the p.'\St the usc 
of the ERA~I account cnsured that the funds t'.ither were spent on RD& D Or rctumN to 
mtepayers. Ordering Paragraph #3 ofD.97· 1 0·057 eliminated the 13RAM a~()unt for SDG&E 
and replaced it \\ilh the Transition Revenue AC\:"ount. 

With the elimination of the ERAM a~Qunt, It is nctcssary to devise a different mechanism for 
SDG&E to refund unspent RD&P funds to its ratepayers. Additionally, as the Commission 
develops different regulatoI)' franleworks for the gas and eloctric industries, unspent RD&D 
funds collected from SDG&E's natural gas customers should not be cr~ited toward reducing the 
bills ofSDG&E~setectrl¢ customers. 

Resolution E·3622 addressed the disposition ofPG&lrs unspent RD&D funds col1«ted from 
natural gas customers. This Resolution directed PG&E to rdund the unspent RD& b funds by 
crediting PG& fi's Core Fixed Cost Acrount and the Noncote Customer Class Charge Account. 

\VC6eHe\'e a SiOlilat approach is appropriate (or SDO& E. ll1crefote, SDO&B should credit its 
unspent RD&D funds related to natural gaS to its Gas Fixed Cost AccQunt. SDO&B should also 
reyise the an'lount to be transferred to reflect the on· going coH«lion of interest (beyond January 
I, 1999) on these unspent funds. 

Comments 

The draft Resolution oithe Energy Division in this matter Was nlailed to parties in accordance 
\,;th Public Utilities Code Section 31I(g). No comments were filed on the Resolution. 

Findings 

I. During the three·year period of 1996 through 199~, SDG&E was authorized $20,897,236 for 
Research, Dcvclopn\ent, and Demonstration (RD& D) programs but had spent only 
$15,851,00.$ of this amount. C(Hllbinro "llh Interest payments. SDG&E has underspcnt its 
authorized RO&D budget by $5,461,451. 

2. In Advice Letter 11S8·EJl142·G SDG&E requests authority to transfer $5, 461,451 of 
unspent RD&D funds to its Transition ReWl'lUe Account. 

3. In D.99~06·0S8 th~ConimissioJ\addrCSS('dSDO&E's requcst regarding the disposition of 
unspent R~&D tunds retat~4 t6 electric opcratrons. SubJettto certain conditions, the . 
CotnmiSsion approved SDO&E~s altetnath'e recommendation to transfer unspent n.D&D 
funds to SDO&Ws Transition Cost Balancing Account (TCBA). 
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Resolution 0·3265 (ktober 1, 1999 
SDO&E AdviN tcUc:rs IIS8·IYI142·GIJElI 

4. 0.99·06-058 did not address the disposition ofSDO&E's unspent RD&D funds rdatc-d to 
natural gas operations. 

5. SDG&E has $1;274,112 of unspent RD&D funds associated \\ith its natural gas opemtions. 

6. Consistent \\lth previous Col'nmissi()Jl decisions (D.88-09-063, 0.97·10-051, and Resolutions 
E-3622 and E-3628) these funds should be returned to ratepaycrs. 

7. 0.88-09-063 established a one-way balancing account for RD&D expenditures for SDG&E 
in order thal unspent funds could be retumed to the I'atepayers. 

8. D.97-10-057 teaflirni.ed that uns(X'nt RD&D funds should either be returned to the ratepayer 
or arc spent on that program or function, consistent \\lth rdevant Commission orders. 

9. Resolutions E·3622 and E·3628 concluded that PG&Ws uns(X'l1t RD&D funds should be 
returned to ratepayers. 

10. Prior to the start ofelcctric rcstmc(uring, the refund ofurlspent RD&D funds was 
accomplished by crediting the Electric Revenue Adjustment Mct'hanisnl (ERAM) account. 
With the elinllnation of the ERAM account, it is nC'Ce.s...~· to devise a different mechatlislll to 
refund unspent RD&D funds to Tllte~lyers. 

It. Uns(X'nt RD&D funds collected feoI'll SDG&H·s natural gas customers should not be credited 
toward reducing the bills of SDO& H's electric customers. 

t 2. SDO& E should prOpOrtionately cn:'(Jit the $ J )274,172 of unspent RD& D funds (0 reduce 
costs in its Gas Fix~d Cost Account. 

13. SDG&E should revise the amount to be transferred to reflect the on-going collection of 
interest on its unspent funds. 

14. SDG&E's request in this Advice Letter to tratlsfer urls(X'nl RD&D funds a.~iated \\ith its 
electric operations should be dellicd as moot. The Commission has addressed this issue in 
D.99-06-058. • 

.s 



Resolution 0·3265 Cktoocr 1, 1999 
SDO& n Ad\ice LcHers II S8·r~1142·0/JEJ I 

Therefore It Is ordered thah 

I. The request of San Diego Gas and EI~tric CQmp,u1), (SDO&E) in this Advice I.ctter to 
. transfer (0 its Transition Revenue Account unsperit Rcscmh Development and 
Demonstration (RD&D) funds associated \\ith its e1~tric operations is dented as n'ool. 

2. SDG&B shan refund its unspent RD&O funds associated \\ith its natural gaS operations 
(approxtn13tely $1,274,172 plus continuing interest) to ratepayers by crediting these funds to 
its Gas Fixed Cost Account. 

3. Uns,.;cnt RD&D' flUids should continue to a~rue interest beyond January 1,1999 untillhe 
fuMs(\\ith apptopriilte interest) are credited to t~e Gas Fixed Cost Account. 

This Resolution is eftective today. 

I tcrtify that the foregoing resolution ,vas dul)~ introduced, pasSed and adopted at a conference of ' 
.. the Public Utilities Commission of the State of California held On October 1, 1999; the (ollo\\ing 

Comn\issionetS voting favQrably thcl\.'On: 
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WESLEY M. FRANKLIN 
Ex~utive Dil\.'Ctor 

RICHARD A. BILAS 
President 

HENRY M. OUQUE' 
JOSIAH L. NEEPER 
JOElZ.HYATT 
CARlW.WOOD 

Commissioners 


