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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

SUBJECT: ELIMINATION OF CERTAIN BALANCING AND MEMORANDUM ACCOUNTS
IN COMPLIANCE WITH D.03-06-013

San Diego Gas & Electric Company (SDG&E), hereby submits for filing the following revisions
applicable to its electric and gas tariffs, as reflected in Attachments B and C, respectively.

PURPOSE

The purpose of this filing is to eliminate various balancing and memorandum accounts in
compliance with California Public Utilities Commission (Commission) Decision (D.) 03-06-013.
The balances, including accrued interest, are to be transferred to the Rewards and Penalties
Balancing Account (RPBA).

BACKGROUND

Filed on July 10, 2000 and amended on May 23, 2002, SDG&E Application (A.) 00-07-022
sought the review of various regulatory accounts and the approval to collect, plus interest,
approximately $5.3 million from electric customers and refund approximately $12.7 million* to
gas customers by transferring these net balances to their respective portions of the RPBA. The
amounts stem from various balancing accounts and memorandum accounts that were
previously deferred from Commission consideration in other proceedings.

D.03-06-013, issued on June 5, 2003, approved the transfer of the current balances, plus
accrued interest, from the balancing and memorandum accounts to the RPBA. In addition,
SDG&E is ordered to eliminate those balancing or memorandum accounts no longer necessary
due to the balance transfer. Consequently, SDG&E is eliminating the Electric Vehicle
Adjustment Clause (EVAC), Electric and Magnetic Fields Memorandum Account (EMFMA),
Women, Minority, and Disabled Veterans Business Enterprises (WMDVBE) Memorandum
Accounts, PBR Consultant Services (PBRCS) Memorandum Accounts, Power Exchange Audit
Memorandum Account (PXAMA), and pre-1998 sections of the electric Research, Development
and Demonstration (RD&D) Balancing Account and electric California Alternate Rates For
Energy (CARE) Balancing Account.?

Attachment A summarizes the final accounting entries recorded to the accounts during the June
2003 close of business. Detailed workpapers supporting the accounting entries will be provided

! Amounts through April, 2002. Updated amounts through June 2003, including interest, total
approximately $5.4 million (electric), $13 million (gas).

% The pre-1998 Demand-Side Management (DSM) accounts for both gas and electric will remain open in
order to fund ongoing program commitments.
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separately to the Energy Division, verifying that the approved amounts transferred include the
correct calculation of interest.

EFFECTIVE DATE
SDG&E respectfully requests that the revised tariffs being filed herein become effective on
August 16, 2003, which is forty calendar days after the date filed.

PROTEST

Anyone may protest this advice letter to the California Public Utilities Commission. The protest
must state the grounds upon which it is based, including such items as financial and service
impact, and should be submitted expeditiously. The protest must be made in writing and
received within 20 days of the date this advice letter was filed with the Commission. There is no
restriction on who may file a protest. The address for mailing or delivering a protest to the
Commission is:

Energy Division—IMC Branch
California Public Utilities Commission
505 Van Ness Avenue, Room 4002
San Francisco, CA 94102

Copies should also be sent via e-mail to the attention of both Jerry Royer (jjr@cpuc.ca.gov) and
Honesto Gatchallian (jnj@cpuc.ca.gov) of the Energy Division. It is also requested that a copy
of the protest be sent via electronic mail and facsimile to SDG&E on the same date it is mailed
or delivered to the Commission (at the addresses shown below).

Attn: James Frank
RegulatoryTariff Manager

8330 Century Park Court, 32 C
San Diego, CA 92123-1548
Facsimile No. (858) 654-1788
E-Mail: jfrank@semprautilities.com

NOTICE

In accordance with Section III.G of General Order No. 96-A, a copy of this filing has been
served on the utilities and interested parties shown on the attached list, including interested
parties in A.00-07-022, by either providing them a copy electronically or by mailing them a copy
hereof, properly stamped and addressed.

Address changes should be directed to Susanne Schmelter by facsimile at (858) 654-1788 or by
e-mail at sschmelter@semprautilities.com.

J. STEVE RAHON
Director—Tariffs & Regulatory Accounts
Enclosures
(cc list enclosed)



ATTACHMENT A

San Diego Gas and Electric Company
Regulatory Account Balance Transfers
To the Rewards and Penalties Balancing Account
Advice Letter 1511-E / 1387-G

Debit Credit Total
Debit (Credit)

No. Electric Accounts
1 Electric Vehicle Adjustment Clause (EVAC) Balancing Acct. - 3,626,279
2 Electric and Magnetic Fields Memorandum Acct. (EMFMA) - 580,833
3 Women/Minority/Disabled Veterans Business Enterprise (WMDVBE) Memorandum Account - 617,187
4 PBR Consultant Services (PBRCS) Memorandum Acct. - 342,791
5 Power Exchange Audit Memorandum Account (PXAMA) - 450,730
6 Research, Development and Demonstration (RD&D) Balancing Account [Pre 1998 Sub-account] 217,197 -
7 Rewards and Penalties Balancing Account 5,617,820 217,197 5,400,623
Subtotal 5,835,017 5,835,017
No. Gas Accounts
1 Demand-Side Management (DSM) Balancing Account [Pre 1998 Sub-account] 13,287,633 -
2 Women/Minority/Disabled Veterans Business Enterprise (WMDVBE) Memorandum Account - 212,105
3 PBR Consultant Services (PBRCS) Memorandum Acct. - 117,219
4 Rewards and Penalties Balancing Account 329,324 13,287,633 (12,958,309)
Subtotal 13,616,957 13,616,957
TOTAL $ 19,451,974 $19,451,974 $(7,557,686)

JAR 7/2/03
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Revised Cal. P.U.C. Sheet No. 16462-E
San Diego Gas & Electric Company
San Diego, California Canceling Revised Cal. P.U.C. Sheet No. 16163-E
PRELIMINARY STATEMENT Sheet 1
1. BALANCING ACCOUNTS
Description Sheet No.
Balancing Account (defined) 2
A. DSM Financing Rate Balancing Account (DSMFR) 2
California Alternate Rates for Energy (CARE)
Adjustment Clause 4
C. Rewards and Penalties Balancing Account 6 TD
D. Transition Cost Balancing Account (TCBA) 8
E. Post-1997 Electric Energy Efficiency Balancing Account (PEEEBA) 15
F. Research, Development and Demonstration (RD&D) Balancing Account 17
G. Renewables Balancing Account 19
H. Tree Trimming Balancing Account (TTBA) 21
l. Consolidated Restructuring Section 376 Account (CRS376A) 23
J. Baseline Balancing Account (BBA) 25
K. El Paso Turned-Back Capacity Balancing Account (EPTCBA) 26
L. Bond Charge Balancing Account (BCBA) 27
M. Energy Resource Recovery Account (ERRA) 29
N. Low-Income Energy Efficiency Balancing Account (LIEEBA) 31 T
(Continued)
1H11 Issued by Date Filed Jul 7, 2003
Advice Ltr. No.  1511-E Lee Schavrien Effective Aug 16, 2003

Vice President
Decision No. 03-06-013 Regulatory Affairs

Resolution No.
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Revised  Cal. P.U.C. Sheet No. 16463-E
San Diego Gas & Electric Company
San Diego, California Canceling Revised Cal. P.U.C. Sheet No. 16164-E
PRELIMINARY STATEMENT Sheet 5

II. BALANCING ACCOUNTS

B. CALIFORNIA ALTERNATE RATES FOR ENERGY (CARE) BALANCING ACCOUNT (Continued)

4, CARE Account

The Utility shall maintain a CARE Balancing Account commencing as of January 1, 1998. T
Entries to be made to this account at the end of each month will be determined from the TD
following calculations:

a. The amount of the discount granted during the month under the discount reflected in the
authorized CARE Program discounted rates.

b. Plus: Recorded monthly allocated incremental administrative and general expenses
associated with the CARE Program.

C. Less: The CARE revenue billed during the month.

If the above calculation produces a positive amount (under-collection), such amount will be
debited to the Balancing Account. If the above calculation produces a negative amount (over-
collection), such amount will be credited to the Balancing Account. Interest will accrue to the
Balancing Account by applying the Interest Rate to the average of the beginning and ending
balances.

5. Annual Review of Reasonableness TD

In conjunction with the appropriate proceeding, the Utility shall file with the Commission a report
on the reasonableness of recorded CARE Program costs included in the CARE Balancing
Account during the Record Period.

6. Account Disposition T

Pursuant to Commission D.03-04-027, the Utility shall file by October 1 of each year an advice
letter requesting to apply to the electric PPP rate” effective January 1 of the following year 1) the
net amortization component of electric PPP account balances and 2) the Commission’s currently
authorized program budget revenue requirements for the PPPs.

! Public Utilities Code Section 399 addresses the low-income energy efficiency (“LIEE”) programs and by cross-reference to Section 382,
requires that the LIEE programs “be funded at not less than 1996 authorized levels based on an assessment of customer need.”

(Continued)
5H11 Issued by Date Filed Jul 7, 2003
Advice Ltr. No. 1511-E Lee Schavrien Effective Aug 16, 2003

Vice President
Decision No. 03-06-013 Regulatory Affairs Resolution No.
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Revised  Cal. P.U.C. Sheet No. 16464-E

San Diego Gas & Electric Company Revised 15069-E

San Diego, California Canceling Revised Cal. P.U.C. Sheet No. 13252-E
PRELIMINARY STATEMENT Sheet 6

II. BALANCING ACCOUNTS

C. REWARDS AND PENALTIES BALANCING ACCOUNT

1. Purpose
Pursuant to CPUC Decision 97-10-057, dated October 22, 1997, and CPUC Resolution E-

3588, dated February 18, 1999, the Rewards and Penalties Balancing Account is
established to track the utility’s rewards, penalties and PBR revenue sharing.

2. Applicability

This account shall apply to all electric services that are within the jurisdiction of the
Commission.

3. Rates

The projected year-end account balance will be applied to the electric distribution rate as
described in items 4.b.(3) and 5. below.

4, Accounting Procedure

This account shall reflect the following periodic entries:
a. A debit entry equal to the electric authorized amounts for each of the following items:

Q) Rewards allocated to the Electric Department as a result of the PBR Base
Rates Mechanism or its successor, the Electric Distribution PBR;

(2) Rewards allocated to the Electric Department as a result of the utility’'s
Annual Earnings Assessment Proceeding (“AEAP”), net of DSM rewards
included in the current distribution rate.

b. A credit entry equal to the electric authorized amounts for each of the following
items:
(1) Penalties allocated to the Electric Department as a result of the PBR Base

Rates Mechanism or its successor, the Electric Distribution PBR;

(2) Penalties allocated to the Electric Department as a result of the utility’s
AEAP, net of DSM penalties included in the current distribution rate; and

3) Revenue allocated to the Electric Department from the revenue sharing
portion of the PBR Base Rates Mechanism or its successor, the Electric
Distribution PBR. (If the rate indexing formula is approved for the Electric
Distribution PBR mechanism, the revenue sharing portion will be applied to
the electric distribution rate as a percentage change to the rate component
on an annual basis.)

(Continued)
6H11 Issued by Date Filed Jul 7, 2003
Advice Ltr. No. 1511-E Lee Schavrien Effective Aug 16, 2003

Vice President
Decision No. 03-06-013 Regulatory Affairs Resolution No.
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Revised  Cal. P.U.C. Sheet No. 16465-E

San Diego Gas & Electric Company Revised 11347-E

San Diego, California Canceling Revised Cal. P.U.C. Sheet No. 13253-E
PRELIMINARY STATEMENT Sheet 7

II. BALANCING ACCOUNTS

C. REWARDS AND PENALTIES BALANCING ACCOUNT (Continued)
4, Accounting Procedure (Continued)
C. An entry shall be made to reflect the amount collected from/returned to customers

due to the amortization of the prior year ending balance, pursuant to item 5. below.

d. The current month balance shall equal the expenses in 4.a. above less the revenues
in 4.b. above, plus or minus any adjustment from 4.c.

e. The accumulated month ending balance shall equal the sum of:
(2) the current month’s entries from 4.d.;
(2) the account balance at the beginning of the month;
3) the Monthly Interest Rate multiplied by one-half of the sum of the account

balance at the beginning of the month plus the account balance at the end
of the month.

5. Account Disposition

At the end of each year, during the rate freeze transition period, the annual balance shall be
transferred to the Transition Revenue Account (TRA). The TRA is used to determine the
amount of billed Competition Transition Charge (CTC) revenues available to be transferred
to the Transition Cost Balancing Account (TCBA). After the rate freeze ends, the utility shall
file by October 1 of each year an advice letter requesting to apply the projected year-end
balance as a twelve month amortization to the electric distribution rate effective January 1 of
the following year. In conjunction with the end of the transition period, the utility will transfer
the account balance to the TRA just prior to the end of the rate freeze, which is expected to
occur in June of 1999.

(Continued)
7H11 Issued by Date Filed Jul 7, 2003
Advice Ltr. No.  1511-E Lee Schavrien Effective Aug 16, 2003

Vice President
Decision No. 03-06-013 Regulatory Affairs Resolution No.
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Revised  Cal. P.U.C. Sheet No. 16466-E
San Diego Gas & Electric Company
San Diego, California Canceling Revised Cal. P.U.C. Sheet No. 15070-E
PRELIMINARY STATEMENT Sheet8 [T

[I. BALANCING ACCOUNTS

D. TRANSITION COST BALANCING ACCOUNT (TCBA)
1. Purpose: The purpose of the TCBA is to accrue all Competition Transition Charge (CTC)

revenues and recover all CTC-eligible generation-related costs, as well as those costs
imposed by Electric Industry Restructuring. Pursuant to the end of the statutory rate freeze
transition period, the TCBA consists of one revenue account (CTC Revenue Account), one
cost account (Post Rate Freeze-Eligible Costs Account), and an Account to record the
revenue shortfall resulting from the Energy Rate Ceiling adopted in D.00-08-037, as modified
in D.00-09-040, the Energy Rate Freeze adopted in D.01-09-059.

Definitions

a. Assembly Bill (AB) 1890: Electric industry restructuring legislation passed by the
state legislature on August 31, 1996, and signed into law by the governor on
September 23, 1996.

b. California Public Utilities Commission (CPUC or Commission): The state
agency that regulates the rates and services of natural gas, electric, water, steam,
pipeline, sewer, telephone, cellular and radio telephone, and telegraph utilities as
well as railroad, moving and privately owned bus companies.

C. Competition Transition Charge (CTC): A non-bypassable charge set to recover
from all customers the uneconomic costs of the utility’s generation-related assets
and obligations, as defined by Public Utilities (PU) Code Sections 367, 368, 369,
375 and 376.

d. Federal Energy Regulatory Commission (FERC): An independent federal
regulatory agency which administers federal laws and regulations governing energy
issues, including the interstate sale and transportation of natural gas, interstate
electric power transmission and the sale of electric power for resale, and the
licensing of hydroelectric projects.

e. Franchise Fees and Uncollectible Accounts (FF&U): FF&U Expense shall be
included at the rate derived from the utility’s most recent general rate case decision
issued by the Commission.

f. Independent System Operator (ISO): Under FERC jurisdiction, the 1SO provides
non-discriminatory transmission service and ensures efficient use and reliable
operation of the transmission grid consistent with achievement of planning and
operating reserve criteria no less stringent than those established by the Western
Systems Coordinating Council and the North American Reliability Council. (PU Code
Section 345)

g. Interest Rate: The monthly interest rate will equal one-twelfth of the interest rate on
Commercial Paper (3 months) for the previous month as published in the Federal
Reserve Statistical Release, H.15. Should publication of the interest rate on three-
month Commercial Paper be discontinued, interest will accrue at the rate of one-
twelfth of the previous month’s interest rate on Commercial Paper, which most
closely approximates the rate that was discontinued, and which is published in the
Federal Reserve Statistical Release, H.15, or its successor publication.

(Continued)
8H10 Issued by Date Filed Jul 7, 2003
Advice Ltr. No. _1511-E Lee Schavrien Effective Aug 16, 2003

Decision No.

03-06-013 Regulatory Affairs Resolution No.

Vice President
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Revised Cal. P.U.C. Sheet No. 16467-E
San Diego Gas & Electric Company
San Diego, California Canceling Revised Cal. P.U.C. Sheet No. 14884-E
PRELIMINARY STATEMENT Sheet 9

D. TRANSITION COST BALANCING ACCOUNT (TCBA) (Continued)

II. BALANCING ACCOUNTS

2.

Definitions (Continued)

h. Jurisdictional Split: The computation used to divide the electric revenue
requirement between the service provided to customers under FERC jurisdiction and
the service provided to customers under the CPUC jurisdiction.

i. Policy Decision: On December 20, 1995, the CPUC issued its electric industry
restructuring Policy Decision (D.95-12-063 as modified by D.96-01-009).

J- Post Rate Freeze Period: Pursuant to D.99-05-051, the utility’s Post Transition
Ratemaking proceeding, the utility’s rate freeze will end when the generation-related
transition costs that must be recovered by December 31, 2001 have been fully
recovered and the TCBA is either at a zero balance or overcollected. The post rate
freeze period is estimated to commence on July 1, 1999.

k. Power Purchase Agreements (PPA): Contracts that govern the terms by which
the utility purchases electric energy and capacity from power producers other than
Qualifying Facilities (QFs).

l. Qualifying Facilities (QF): A non-utility power producer that meets certain
operating, efficiency, and fuel-use standards set forth by the FERC's rules
implementing the Public Utility Regulatory Policy Act and thereby qualifies to supply
generating capacity and electric energy to electric utilities, which must purchase this
power according to the terms and price approved by the CPUC.

m. Utility Distribution Company (UDC): The UDC will provide distribution services
and will continue to be regulated by the CPUC. The distribution category includes
revenue requirements for all distribution plant, customer access equipment at all
voltages, and the infrastructure required to provide distribution services. The UDC
will be responsible for providing nondiscriminatory distribution services to all
customers, including direct access customers, in its service territory.

Cost Recovery Periods: The TCBA began on January 1, 1998, and recovery of generation-
related transition costs was to cease at the end of the rate freeze, but not later than
December 31, 2001, with some exceptions, as described in PU Code Sections 367, 375,
376, and 381. At the end of the rate freeze, the Current Costs CTC Account and the
Accelerated Costs CTC Account will end. The Post Rate Freeze Eligible Costs CTC Account
will continue beyond the transition period. CTC recovery beyond the transition period will
continue for all costs in the Post Rate Freeze-Eligible Costs CTC Account. The utility will
seek recovery of these ongoing transition costs beyond the rate freeze period through the
TCBA or some other mechanism, as may be authorized by the Commission.
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D. TRANSITION COST BALANCING ACCOUNT (TCBA) (Continued)

4, TCBA Rates: Upon the end of the rate freeze, the CTC revenue requirement will have a
separate rate component, which will be based on a fixed per kilowatt-hour energy charge for
each rate classification. The CTC will be allocated to customers using the top 100 hours
methodology adopted in D.00-06-034. The net balances in the Energy Revenue Shortfall
Subaccount will be separated by AB 265 customers and AB X1 43 customers and will be
amortized and recovered in a manner to be determined by the Commission.

5. Rate Freeze Transition Cost Recovery: During the rate freeze period, the difference between
the actual costs recorded in the TCBA and the amount collected from customers (including
the proceeds from the sale of non-nuclear power plants) was a $1.9 million overcollection
(including interest). Pursuant to D.99-10-057, this amount will be returned to customers as
an amortization to the ongoing CTC rate the next time the utility updates its CTC rate
component. Pursuant to D.00-06-034, the utilities are to propose a method to return the
overcollected CTC in the first annual Transition Cost proceeding following the end of the rate
freeze. Interest on the $1.9 million shall accrue at the 3-month commercial paper rate.

6. Accounting Procedure

The accounting procedures in the following sections will comply with the following guidelines,
as adopted by the Commission in D. 97-12-039 and D.99-05-051:

a. CTC Revenue Account: This account records all CTC monthly revenues, excluding
FF&U expense, received from customers through electric rates.

Entries shall be made into the CTC Revenue Account at the end of each month as
follows:

an entry equal to the amount of the revenue received from the CTC rate component
or the amortization of an existing TCBA balance.

b. Post Rate Freeze-Eligible Costs Account

The Post Rate Freeze-Eligible Costs Account records costs that are eligible for
recovery after the rate freeze period or December 31, 2001 (whichever is earlier).
This account also includes any costs associated with employee transition that are
incurred by the utility during the rate freeze period, as specified by Decision 97-06-
060. Additionally, this account includes generation-related transition costs incurred
during the rate freeze period whose recovery may be extended until March 31, 2002,
as designated by PU Code Sections 367(a), 376, and 381(d) and Decision 97-06-
060. The costs listed in this account are subject to different recovery ending dates,
as specified in PU Code Sections 367(a) and 381(d), depending on the specific cost.
Finally, this account includes the cost of renewables programs funded by the utility
after the rate freeze, up to the limits designated in PU Code Section 381 and
Decisions 97-06-060 and 97-02-014. Employee costs and restructuring
implementation costs will earn interest.
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D. TRANSITION COST BALANCING ACCOUNT (TCBA) (Continued)
6. Accounting Procedure (Continued)

b. Post Rate Freeze-Eligible Costs Account (Continued)

(1) Additional Renewables Program Funding Costs Subaccount

A monthly debit entry equal to the funding of renewables program costs that occur after
the end of the rate freeze. These costs may be recovered until March 31, 2002.

(2) Employee Transition Costs Subaccount

A debit entry equal to the employee transition costs (including interest) due to
restructuring, as incurred, through the calendar year 2006. These costs may be
recovered until December 31, 2006.

(3) QF Subaccount

Recovery of the following costs will continue, after the end of the rate freeze, for the
duration of the QF contracts.

(@) An entry equal to payments made to QFs after the end of the rate freeze that are
above the market benchmark proxy as specified by the Commission pursuant to
D.02-12-074 and D.02-11-022. Payments include those for restructuring,
termination, settlement and judgments related to QF power purchase
agreements, and the administrative and litigation costs associated with these
contracts.

(b) A debit entry, as appropriate, equal to the balance of the QFCRSI in the Industry
Restructuring Memorandum Accounts, to the extent QF contracts are
restructured after the end of the rate freeze.

(c) Pursuant to D.01-01-061, the Utility shall use the energy from the QF contracts to
(in order of priority): 1) serve current load at cost-based rates; 2) sell to other
California investor owned utilities at cost-based rates; and 3) sell or barter in a
manner that minimizes future generation costs to Utility customers.

(4) Power Purchase Agreement (PPA) Subaccount

Pursuant to D.97-06-060, recovery of the following costs will continue, after the end of
the rate freeze, for the duration of the Purchased Power Agreements.

(@) An entry, after the end of the rate freeze, equal to payments made under PPAs
that are above the market benchmark proxy as specified by the Commission
pursuant to D.02-12-074 and D.02-11-022. Payments include those for
administrative and litigation costs associated with these contracts.

(b)  Pursuant to D.01-01-061, the Utility shall use the energy from the PPAs to (in
order of priority): 1) serve current load at cost-based rates; 2) sell to other
California investor owned utilities at cost-based rates; and 3) sell or barter in a
manner that minimizes future generation costs to Utility customers.

(Continued)
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D. TRANSITION COST BALANCING ACCOUNT (TCBA) (Continued)
6. Accounting Procedure (Continued)
b. Post Rate Freeze-Eligible Costs Account (Continued)

(5) BRPU Settlement Subaccount

A debit entry equal to SDG&E'’s recorded BRPU Settlement costs approved by the
Commission.

(6) SONGS 2&3 ICIP Subaccount (End of the Rate Freeze Period (estimated to be July 1,
1999) through December 31, 2003)

Purpose: The SONGS 2&3 Ratemaking Procedure was developed pursuant to the
SONGS 2&3 Proposal as adopted in Decision No. 96-04-059. The SONGS 2&3 ICIP
allows rate recovery based upon actual SONGS 2&3 Net Transmitted Generation and
ICIP Time Differentiation Factors. The purpose of the SONGS 2&3 ICIP Subaccount is
to record the differences between all recorded SONGS 2&3 ICIP revenue requirement,
and SONGS 2&3 revenues and CTC assigned revenues during the period beginning
upon the end of the rate freeze (estimated to be July 1, 1999) through December 31,
2003.

Forecast SONGS 2&3 ICIP Revenue Requirement: At the conclusion of the Rate
Freeze period, the Forecast SONGS 2&3 ICIP Revenue Requirement will be determined
annually and included in the Utility's CTC for rate recovery and will be calculated as
follows:

(@) The forecast SONGS 2 Net Transmitted Generation plus the forecast SONGS 3
Net Transmitted Generation;

(b) The result of (a) above multiplied by the Ownership Share ;

(c) The result of (b) above, multiplied by the applicable SONGS 2&3 Annual ICIP
Factor;

(d) The result of (c) above increased to provide for Franchise Fees and Uncollectible
Accounts Expense;

(e) The result of (d) above multiplied by the SONGS 2&3 ICIP CPUC-Jurisdictional
Factor;

(H The result of (e) above is adjusted, only for January 1, 2003 by the December 31,
2002 over-or under-collected balance in the SONGS 2&3 ICIP Transition Cost
Subaccount.

Operation of the SONGS 2&3 ICIP Subaccount

(@) Pursuant to D.01-01-061, the Utility shall use the energy from SONGS to (in order
of priority): 1) serve current load at the cost-based rates; 2) sell to other California
investor owned utilities at cost-based rates; 3) sell or barter in a manner that
minimizes future generation costs to Utility customers. For SONGS, the cost-based
rate is equal to the authorized ICIP rate.

SONGS costs and revenues are recorded to the Energy Resource Recovery
Account (ERRA).

(Continued)
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D. TRANSITION COST BALANCING ACCOUNT (TCBA) (Continued)
6. Accounting Procedure (Continued)
b. Post Rate Freeze Eligible Costs Account (Continued)

(6) (Continued)
If the above calculations produce a positive amount (undercollection), such
amount is debited to the account. If the calculations produce a negative
amount (overcollection), such amount is credited to the account.

@) Property Tax Memorandum Account

The purpose of the SONGS Property Tax Memorandum Account is to
record annual differences between the maximum SONGS 2&3 property
taxes, and recorded SONGS 2&3 property taxes during the period from the
end of the rate freeze (estimated to be July 1, 1999) through December 31,
2003. Annual rate recovery of SONGS 2&3 property taxes from the utility’s
CPUC-jurisdictional customers will not exceed the maximum amounts.

For the period beginning upon the end of the rate freeze (estimated to be
July 1, 1999) through December 31, 2003, the utility will maintain a SONGS
2&3 Property Tax Memorandum Account.

Entries will be made annually as follows:

€) The annual recorded SONGS 2&3 property taxes multiplied by the
Ownership Share;

(b) Less: the maximum annual SONGS 2&3 property taxes;

(c) the result of (b) above, multiplied by the SONGS 2&3 ICIP CPUC-
Jurisdictional Factor.

Interest will accrue to this account by applying the Interest Rate to the
average of the beginning of year and end of year account balances.

@) Property Tax Memorandum Account

Subsequent to the end of the 2002 and 2003 calendar years, if the
calculation above produces a:

(a) Positive amount (undercollection) such amount will not be recovered
in rates from the utility’'s CPUC-jurisdictional customers - any
positive amount will not be “netted” against any negative amount
pursuant to either (b) or (c) below;

(b) Negative amount (overcollection), due to factors related to the
accelerated recovery of SONGS 2&3 Sunk Costs, such amounts will
be credited to the SONGS 2&3 ICIP Subaccount. Any such negative
amount will not be “netted” against any positive amount pursuant to
(a) above or any negative amount pursuant to (c) below;

(Continued)
13H10 Issued by Date Filed Jul 7, 2003
Advice Ltr. No. _1511-E Lee Schavrien Effective Aug 16, 2003

Vice President
Decision No. 03-06-013 Regulatory Affairs Resolution No.




-
SO%

Revised  Cal. P.U.C. Sheet No. 16472-E
San Diego Gas & Electric Company
San Diego, California Canceling Revised Cal. P.U.C. Sheet No. 15071-E
PRELIMINARY STATEMENT Sheet14 [T

[I. BALANCING ACCOUNTS

D. TRANSITION COST BALANCING ACCOUNT (TCBA) (Continued)
6. Accounting Procedure (Continued)
b. Post Rate Freeze Costs Account (Continued)
@) Property Tax Memorandum Account (Continued)
(c) Negative amount (overcollection), due to factors other than the

accelerated recovery of SONGS 2&3 Sunk Costs, such amounts will
accrue to the utility - any such negative amount will not be “netted”
against any positive amount pursuant to (a) above or any negative
amount pursuant to (b) above.

In the event of a permanent closure or discontinuance of operations for a
period of nine or more consecutive months of SONGS 2 and/or 3 during the
period from the end of the rate freeze (estimated to be July 1, 1999) through
December 31, 2003, the utility will recover from the utility's CPUC-
Jurisdictional customers all SONGS 2&3 property tax expenses (Ownership
Share) through the SONGS 2&3 ICIP Subaccount.

(8) Industry Restructuring Memorandum Account (IRMA) Transfer

The utility shall make a debit or credit entry, as appropriate, to record the
transfer of the authorized amount recorded in the IRMA that is included in its
most recent Annual Transition Cost Proceeding.

c. Energy Revenue Shortfall Account (ERSA)

1. A debit or credit entry, if appropriate, equal to the revenue shortfall,
including an allowance for franchise fees and uncollectibles resulting from
the ERC adopted in D.00-08-037, as modified in D.00-09-040. The shortfall
amount shall be reduced by the portion of monthly TCBA overcollections
allocated to eligible customers, as defined in Rule 1 “Energy Rate Ceiling”.

2. A debit or credit entry, as appropriate, equal to the revenues and revenue
shortfall incurred as a result of D.01-05-060, D.01-09-059 and AB X1 43
electric commodity rate freeze. The shortfall shall be reduced by the portion
of monthly TCBA overcollections allocated to eligible customers, as defined
in Rule 1 - “Initial Frozen Rate (IFR).”

d. Interest

A debit or credit entry, as appropriate, equal to interest on the average of the net
balance of the accounts described above (the CTC Revenue Account, the Post Rate
Freeze-Eligible Costs CTC Account and the ERSA) at the beginning of the month
and the net balance of these accounts after entries 5.a. and 5.b. above, at a rate
equal to one-twelfth of the interest rate, based on the three-month Commercial
Paper rate, for the previous month as reported in the Federal Reserve Statistical
Release, H.15. Should publication of the interest rate on three-month Commercial
Paper be discontinued, interest will so accrue at the rate of one-twelfth of the
previous month’'s interest rate on Commercial Paper, which most closely
approximates the rate that was discontinued, and which is published in the Federal
Reserve Statistical Release, H.15, or its successor publication.
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E. POST-1997 ELECTRIC ENERGY EFFICIENCY BALANCING ACCOUNT (PEEEBA)

1. Purpose: Pursuant to California Public Utilities Commission (Commission) Decision (D.)97-12-
103 and Resolution E-3792 of December 17 2002, the purpose of the PEEEBA is to record the
revenues and expenses associated with the electric Energy Efficiency Public Purpose Program
(PPP), transference of PPP funds to a new administrator(s), and certain other adjustments to
funding levels as authorized by the Commission Decision(s). Pursuant to Commission D.03-04-
027, the Low-Income Energy Efficiency (LIEE) portion of the PEEEBA shall be transferred to the
Low-Income Energy Efficiency Balancing Account effective May 1, 2003.

2. Applicability: The PEEEBA applies to certain rate schedules and certain special contracts within
the jurisdiction of the Commission.

3. Definitions
a. Effective Date: The effective date of this account shall be January 1, 1998.

b. Interest Rate: The Interest Rate shall be 1/12 of the most recent month's interest rate on
Commercial Paper (prime, 3 months), published in the Federal Reserve Statistical Release,
H.15. Should publication of the interest rate on Commercial Paper (prime, 3 months) be
discontinued, interest will so accrue at the rate of 1/12 of the most recent month's interest rate
on Commercial Paper, which most closely approximates the rate that was discontinued, and
which is published in the Federal Reserve Statistical Release, H.15, or its successor
publication.

c. PEEEBA Revenue: Monthly PEEEBA revenue equals the percentage of authorized PPP
revenue pertaining to the Non-Low-Income Energy Efficiency program multiplied by the
unbundled PPP revenue billed during the month.

d. PEEEBA Expenses: Expenses authorized by the Commission associated with the electric
Non-Low-Income Energy Efficiency PPP. Actual expenses recorded to the PEEEBA shall be
those in compliance with the guidelines for expenses authorized by the Commission.

4, Accounting Procedure: The Utility shall make the following entries to the account:

a. A credit entry equal to the monthly PEEEBA revenue.

b. A debit entry equal to the Utility’s allocated portion of the California Board for Energy
Efficiency’s (CBEE) approved 1997 start-up funds, including interest, as authorized by the
Commission Decision(s).

c. A debit entry equal to the monthly PEEEBA expenses. As required, a debit entry will also be
made to reflect 1998 administrative expenditures incurred by the CBEE and funded by PPP
funds.

d. A debit entry equal to the Non-Low-Income Energy Efficiency program performance
incentives, as approved by the Commission or CBEE.
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E. POST-1997 ELECTRIC ENERGY EFFICIENCY BALANCING ACCOUNT (PEEEBA) (Continued)

4, Accounting Procedure: (Continued)

e. A debit entry to transfer funds as directed by the CBEE to a new administrator(s).

f.  An entry equal to monthly interest calculated by applying the Interest Rate to the average of
the beginning balance and the ending balance.

5. Account Disposition

Pursuant to Commission D.03-04-027, the Utility shall file by October 1 of each year an advice
letter requesting to apply to the electric PPP rate* effective January 1 of the following year 1) the
net amortization component of electric PPP account balances and 2) the Commission’s currently
authorized program budget revenue requirements for the PPPs.

! Public Utilities Code Section 399.8 addresses the non-low-income energy efficiency, renewable energy, and research, development
and demonstration programs. Section 399.8 requires a separate rate component to collect revenues to fund these programs and that the

rate component “may not exceed” the level of the rate component that was used to recover funds authorized pursuant to Section 381 on
January 1, 2000.
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F. RESEARCH, DEVELOPMENT AND DEMONSTRATION (RD&D) BALANCING ACCOUNT
1. Purpose: Pursuant to California Public Utilities Commission (Commission) Decision 88-09-

063 and Resolution E-3792 of December 17, 2002, the purpose of the RD&D Balancing
Account is to record the revenues and expenses associated with the electric RD&D program.

2. Applicability: The RD&D Balancing Account applies to certain rate schedules and certain
special contracts within the jurisdiction of the Commission.

3. Definitions
a. Effective Date: The effective date of this account shall be January 1, 1998.

b. Interest Rate: The Interest Rate shall be 1/12 of the most recent month's interest rate
n Commercial Paper (prime, 3 months), published in the Federal Reserve Statistical
Release, H.15. Should publication of the interest rate on Commercial Paper (prime, 3
months) be discontinued, interest will so accrue at the rate of 1/12 of the most recent
month's interest rate on Commercial Paper, which most closely approximates the rate
that was discontinued, and which is published in the Federal Reserve Statistical
Release, H.15, or its successor publication.

C. RD&D Revenue: Monthly RD&D revenue equals the percentage of authorized Public
Purpose Program (PPP) revenue pertaining to the RD&D program multiplied by the
unbundled PPP revenue billed during the month.

d. RD&D Expenses: Expenses authorized by the Commission associated with the
electric RD&D PPP, which primarily include the quarterly payments to the California
Energy Commission (CEC). Pursuant to Resolution E-3792, the Utility shall make four
(4) payments to the CEC at the end of each quarter that total the annual authorized
amount for RD&D as described in the Public Purpose Programs Adjustment
Mechanism (PPPAM). The payments to the CEC, if not submitted by the end of each
quarter, shall include interest earned on collected funds consistent with the treatment of
these funds in PU Code § 381. Consistent with Resolutions E-3769 and E-3792, the
interest rate shall be the State Pooled Money Investment Account Earnings Yield Rate.

4. RD&D Accounting: The Utility shall maintain the electric RD&D Balancing Account by making
entries to this account at the end of each month as follows:

a. A debit entry equal to recorded RD&D expenses during the month;
b. A credit entry equal to the monthly RD&D revenue; and

C. An entry equal to monthly interest calculated by applying the Interest Rate to the
average of the beginning balance and the ending balance.
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F. RESEARCH, DEVELOPMENT AND DEMONSTRATION (RD&D) BALANCING ACCOUNT
(Continued)

5. Account Disposition

Pursuant to Commission D.03-04-027, the Utility shall file by October 1 of each year an
advice letter requesting to apply to the electric PPP rate® effective January 1 of the following
year 1) the net amortization component of electric PPP account balances and 2) the
Commission’s currently authorized program budget revenue requirements for the PPPs.

! Public Utilities Code Section 399.8 addresses the non-low-income energy efficiency, renewable energy, and research, development
and demonstration programs. Section 399.8 requires a separate rate component to collect revenues to fund these programs and that the

rate component “may not exceed” the level of the rate component that was used to recover funds authorized pursuant to Section 381 on
January 1, 2000.
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G. RENEWABLES BALANCING ACCOUNT

1. Purpose: Pursuant to California Public Utilities Commission (Commission) Decisions 97-08-056,
97-12-109 and Resolution E-3792 of December 17, 2002, the purpose of the Renewables Balancing
Account is to record the revenues and expenses associated with Renewable Resource Energy
Technologies (Renewables).

2. Applicability: The Renewables Balancing Account applies to certain rate schedules and certain
special contracts within the jurisdiction of the Commission.

3.  Definitions
a. Effective Date: The effective date of this account shall be January 1, 1998.

b. Interest Rate: The Interest Rate shall be 1/12 of the most recent month's interest rate on
Commercial Paper (prime, 3 months), published in the Federal Reserve Statistical Release,
H.15. Should publication of the interest rate on Commercial Paper (prime, 3 months) be
discontinued, interest will so accrue at the rate of 1/12 of the most recent month's interest rate on
Commercial Paper, which most closely approximates the rate that was discontinued, and which
is published in the Federal Reserve Statistical Release, H.15, or its successor publication.

c. Renewables Revenue: Monthly Renewables revenue equals the percentage of authorized
Public Purpose Program (PPP) revenue pertaining to the Renewables program multiplied by the
unbundled PPP revenue billed during the month.

d. Renewables Expenses: Expenses authorized by the Commission associated with the electric
Renewables program, which primarily include the quarterly payments to the California Energy
Commission (CEC). Pursuant to Resolution E-3792, the Utility shall make four (4) payments to
the CEC at the end of each quarter that total the annual authorized amount for RD&D as
described in the Public Purpose Adjustment Mechanism (PPPAM). The payments to the CEC, if
not submitted by the end of each quarter, shall include interest earned on collected funds
consistent with the treatment of these funds in PU Code § 381. Consistent with Resolutions E-
3769 and E-3792, the interest rate shall be the State Pooled Money Investment Account
Earnings Yield Rate.

4. Renewables Account: The Utility shall maintain the electric Renewables Balancing Account by
making entries to this account at the end of each month as follows:

a. A debit entry equal to recorded Renewables expenses during the month;
b. A credit entry equal to the monthly Renewables revenue; and

c. An entry equal to monthly interest calculated by applying the Interest Rate to the average of the
beginning balance and the ending balance.

5. Disposition of Amounts: Disposition of amounts in this account shall be determined in the annual
Revenue Adjustment Proceeding (RAP) or other proceeding expressly authorized by the

Commission.
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G. RENEWABLES BALANCING ACCOUNT (Continued)

5. Account Disposition:

Pursuant to Commission D.03-04-027, the Utility shall file by October 1 of each year an advice
letter requesting to apply to the electric PPP rate’ effective January 1 of the following year 1) the net
amortization component of electric PPP account balances and 2) the Commission’s currently
authorized program budget revenue requirements for the PPPs.

! Public Utilities Code Section 399.8 addresses the non-low-income energy efficiency, renewable energy, and research, development
and demonstration programs. Section 399.8 requires a separate rate component to collect revenues to fund these programs and that the

rate component “may not exceed” the level of the rate component that was used to recover funds authorized pursuant to Section 381 on
January 1, 2000.
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H. TREE TRIMMING BALANCING ACCOUNT (TTBA)
1. Purpose

The purpose of the Tree Trimming Balancing Account (TTBA) is to record certain actual tree
trimming costs and associated authorized revenues. This is an interest bearing, one-way
balancing account where over-expenditures are not recovered as authorized by Decision 98-
12-038, dated December 17, 1998, in the utility's Distribution Performance-Based Ratemaking
(PBR) proceeding (A.98-01-014).

2. Applicability

The TTBA applies to all electric distribution rate schedules.

3. Definitions
a. Effective Date: The effective date of this account is January 1, 1999.
b. Interest Rate: The annual interest rate will be equal to the average of the

applicable monthly interest rates (prime 3-month commercial paper rates) as
published in the Federal Reserve Statistical Release, H.15, or its successor
publication.

C. Tree Trimming Revenues/Expenses Included In TTBA: All revenues/expenses
associated with tree trimming necessary to comply with both existing and new state
and regulatory rules, less revenues/expenses for brush management and overheads
related to brushing (5.1% of Construction Services) 1/. Tree trimming costs primarily
include expenses for crews, tree removals, mulching, and information systems
support, among others.

d. Transition Revenue Account (TRA) & Transition Cost Balancing Account
(TCBA): The purpose of the Transition Revenue Account (TRA) is to match the
amount of total billed revenues against the amount of unbundled revenues and
Commission-approved obligations. This matching process facilitates the
determination of billed Competition Transition Charge (CTC) revenues, which will be
transferred to the Transition Cost Balancing Account (TCBA). The purpose of the
TCBA is to accrue all Competition Transition Charge (CTC) revenues and recover all
CTC-eligible generation-related costs, as well as those costs imposed by Electric
Industry Restructuring. The TCBA allows the utility the opportunity to recover its
transition costs and accelerate recovery of plant balances such that the net book
value of the plant will approximate the plant's market value.

1/ These exclusions are consistent with the 1999 Cost of Service Settlement Agreement, page 7,
which states "... less brush management and other non-tree trimming costs”.
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[I. BALANCING ACCOUNTS

H. TREE TRIMMING BALANCING ACCOUNT (TTBA) (Continued)

4. Schedule

The TTBA will begin January 1, 1999 and terminate at the time the utility is able to achieve and
document a 50% reduction from its 1999 adjusted maintenance budget to be developed by

late 1999.

5. Accounting Treatment

Utility shall maintain the TTBA by making entries to this account as follows:

a. Monthly

(1) A debit entry equal to recorded “Tree Trimming Expenses Included In TTBA”

during the month; and

2 A credit entry equal to one-twelfth of the authorized “Tree Trimming Revenues

Included in TTBA”".

3 An entry shall be made to reflect the amount returned to customers due to the
amortization of the prior year ending balance pursuant to 5.b.(2) below.

b. Annually
Q) A debit or credit entry, as appropriate, equal to interest. The interest shall be calculated by

applying the annual interest rate to the average of the beginning balance and the ending balance of

the account for the year.

(2) Evaluate the account for ratemaking purposes as follows:
€)) If the year-end account balance (expenses less revenues) equals
zero or is a debit, the amount for ratemaking is zero and interest is
ignored.
(b) If the year-end account balance is a credit, the amount for ratemaking

is equal to that balance, plus the period-to-date interest calculated as
described in 5.b.(1) above. The resulting amount will be credited to
the Transition Revenue Account (TRA) and flowed to the Transition
Cost Balancing Account (TCBA) at the end of each year during the
rate freeze transition period. After transition cost recovery is
complete, any over-collections in the account will be returned to

customers on an annual basis.
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[I. BALANCING ACCOUNTS

I CONSOLIDATED RESTRUCTURING AND SECTION 376 ACCOUNT (CRS376A)

1. Purpose: Pursuant to Commission Decision (“D.”) D.99-05-031 as modified by D.99-08-019,
the utility is authorized to recover electric restructuring related implementation costs deemed
eligible to receive such treatment under Public Utilities Code Section 376. Costs eligible for
Section 376 recovery are identified as Externally Managed Costs (EMCs) and Internally
Managed Costs (IMCs). Each will have a separate rate component as described herein. The
CRS376A will be subdivided into an Externally Managed Cost Balancing Account (EMCBA)
and an Internally Managed Cost Account (IMCA). Pursuant to D.97-05-040 and D.97-12-
042, EMCs and IMCs have previously been recorded in the Industry Restructuring
Memorandum Account (IRMA) and the Non Transition Cost Industry Restructuring
Memorandum Account (NTCIRMA).

2. Applicability: The CRS376A shall apply to all customer classes, unless otherwise specified
by the Commission.

3. Rates: Separate rate components will be set annually based on total amounts of $32.5
million for EMCs and $45.7 million for IMCs to be recovered through 2003. These revenue
requirements are set forth pursuant to D.99-05-031, which adopted the utility’s Settlement
Agreement in its Section 376 Proceeding (Tables A and B).

The EMCBA includes an Offset rate and a Balancing rate. The Offset rate reflects the
twelve-month recovery of the authorized EMC revenue requirements. The Balancing rate
reflects the amortization of the previous year-end balance in the current EMCBA rate.

4. Externally Managed Costs: EMCs consist of the following items:

a. Power Exchange (PX) Initial Charge, which includes costs from the PX for the
development and implementation of the PX, including interest, Trust and related
expenses and income. The utility shall pay the initial charge to the PX in four annual
installments from 1998 through 2001.

b. Consumer Education Program and Electric Education Trust, which include costs for
the utility’s allocation of joint Customer Education Program and Electric Education
Trust expenses. These programs were established in D-97-08-064.

5. Internally Managed Costs: IMCs consist of the following items:

a. Direct Access Implementation Activities, which include costs for customer service,
Electric Service Provider (ESP) services, employee training and Direct Access
support.

b. PX Load Bidding and Demand Settlement, which include costs for developing new

hardware and software programs to bid default load into the PX, settle bills with the
PX and appropriately pass through the correct PX price to customers.

(Continued)
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[I. BALANCING ACCOUNTS

l. CONSOLIDATED RESTRUCTURING SECTION 376 ACCOUNT (CRS376A) (Continued)

5. Internally Managed Costs (Continued)

a. ISO/PX Interfaces, which include costs for developing hardware and software
systems for generation bidding and scheduling, generation settlement and revenue
guality metering.

b. Hourly Interval Meter Installing and Reading, which include costs for developing the
methodology and infrastructure for Direct Access meters, statistical load profiles,
usage calculation, usage measurement to/from other parties, and Electronic Data
Imaging and internet transfers.

C. Utility Distribution Company (UDC) Billing Systems Modification, which includes
costs to modify the customer information system, manual billing process, and credit
and collection processes with regard to ESPs.

d. Customer Information Release System, which includes costs for developing,
implementing and operating systems and processes to support the release of
customer information to customers or designated third parties.

e. Environmental Impact Report, which includes costs assigned to the utility related to
the preparation of the Commission-mandated Environmental Impact Report ordered
in D.95-12-063.

6. Accounting Procedure - EMCBA: The utility shall maintain the EMCBA by making entries to
the subaccount at the end of each month as follows:

a. A debit entry equal to actual costs accrued for items 4.a. and 4.b above.

b. A credit entry equal to the billed revenues from the EMC Offset and Balancing rate
components.

C. Interest shall be calculated on the average of the balance at the beginning of the

month and the balance after entries 6.a. and 6.b. at a rate equal to one-twelfth of the
interest rate on three-month Commercial Paper for the previous month, as reported
in the Federal Reserve Statistical Release, H.15 or its successor.

7. Accounting Procedure — IMCA: The utility shall maintain the IMCA by making entries to the
subaccount at the end of each month as follows:
a. A credit entry equal to the billed revenues from the IMC rate component.

8. Effective Date: This rate schedule is effective for service rendered on and after the end of

the rate freeze period, which is estimated to be July 1, 1999.
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[I. BALANCING ACCOUNTS

J. BASELINE BALANCING ACCOUNT (BBA)
1. Purpose

The BBA is an interest bearing balancing account that is recorded on the Utility’s financial
statements. The purpose of this account is to record the non-commodity revenue under/(over)
collection associated with baseline allowance changes as authorized in Commission Decision
(D.) 02-04-026, and as modified by D.02-05-010, from May 31, 2002 until a ratemaking
decision is issued in Phase 2 of OIR 01-05-047. This account also records the administrative
costs for the medical baseline program changes authorized in D.02-04-026. The BBA
maintains revenue neutrality for the Utility until customer rates are revised in conjunction with
the baseline allowance changes. D.02-04-026 orders the Utility to set its baseline allowances
at the highest percentage allowed by Public Utilities Code Section 739 using current energy
consumption data.

Electric Utility Distribution Company (UDC) rate impacts due to baseline allowance changes
will be recorded in the BBA. Electric commodity impacts due to baseline allowance changes

will be recorded in a subaccount within the Purchased Electric Commodity Account, which is a
balancing account.

2. Applicability
The BBA shall apply to all residential customers.
3. Rates
The BBA balance will be included in electric UDC rates upon Commission approval.

4., Accounting Procedure

The Utility shall maintain the BBA by making entries at the end of each month as follows:

a. A debit or credit entry equal to the recorded revenue shortfall associated with
changes to baseline allowances.

b. A debit entry equal to the administrative costs associated with the medical baseline
program changes.

C. An entry equal to the recorded revenue from the amortization of the balance in the
BBA upon Commission approval.

d. Interest shall be calculated on the average of the balance at the beginning of the
month and the balance after entries 4.a and 4.b above shall be one-twelfth of the
interest rate on three-month Commercial Paper for the previous month, as reported in
the Federal Reserve Statistical Release, H.15, or its successor publication.

5. Disposition

The disposition of the balance in the BBA will be decided at such time as the Commission
issues a decision in Phase 2 of OIR 01-05-047.
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[I. BALANCING ACCOUNTS

K. EL PASO TURNED-BACK CAPACITY BALANCING ACCOUNT ( EPTCBA)
1. Purpose

The EPTCBA is an interest bearing balancing account recorded on the Utility’s financial
statements. The purpose of this account is to balance costs associated with the subscription,
retention and disposition of turned-back capacity on the El Paso Natural Gas Company (El
Paso) interstate pipeline and any proceeds realized from brokering such capacity as
authorized in Commission Decision (D.) 02-07-037 issued on July 17, 2002. Allocation of
these costs between electric and gas will be determined in Phase Il of OIR 02-06-041.

2. Applicability
The EPTCBA shall apply to all customer classes, unless otherwise specified by the
Commission.

3. Accounting Procedure

The Utility shall maintain the EPTCBA by making entries at the end of each month as

follows:

a. A debit entry equal to the Utility’'s recorded payments associated with the
subscription, retention and disposition of turned-back El Paso interstate pipeline
capacity;

b. A credit entry equal to the recorded proceeds realized from the brokering of turned-
back El Paso interstate pipeline capacity; and,

C. Interest shall be calculated on the average of the balance at the beginning of the
month and the balance after entries 3.a and 3.b above, at a rate equal to one-twelfth
of the interest rate on three-month Commercial Paper for the previous month, as
reported in the Federal Reserve Statistical Release, H.15, or its successor
publication.

4. Disposition

Amounts recorded in the EPTCBA associated with subscription to turned-back capacity on
El Paso interstate pipeline are pre-approved pursuant to D.02-07-037 provided that such
capacity obtained is at no more than the maximum tariffed transportation rate on the El Paso
interstate pipeline. The disposition of the balance recorded in the EPTCBA will be
determined in Phase Il of OIR 02-06-041.
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II. BALANCING ACCOUNTS

L. BOND CHARGE BALANCING ACCOUNT (BCBA)

Purpose: The purpose of the BCBA is to track billed revenue resulting from the Department of Water
Resources (DWR) Bond Charges designed to recover bond-related costs pursuant to Decision 02-10-
063 as modified by Decision 02-12-082 and to ultimately determine customer category cost
responsibility. The BCBA will also reflect the revenues that certain classes of customers would have
generated if they had initially been subject to the bond charges.

Applicability: Initially, the bond charges will be assessed on all non-exempt consumption of bundled
customers. Whether any bond charge should be imposed on Direct Access (DA) and/or Departing Load
(DL) customers will be considered in R.02-01-011. The BCBA will show billed bond charge revenues
for eligible bundled customers and hypothetical billed bond charge revenues for DA and DL customers.

Definitions:

Effective Date: The effective date of this account shall be the same as the effective date of the bond
charge, November 15, 2002 or a decision in R.02-01-011, whichever is later.

Interest Rate: The Interest Rate shall be 1/12 of the most recent month’s interest rate on Commercial
Paper (prime, 3 months), published in the Federal Reserve Statistical Release, H.15, or its successor
publication.

Accounting Procedure :

The BCBA will consist of three subaccounts as follows:

The Bundled Customer Subaccount

The utility shall maintain the Bundled Customer Subaccount by making entries as follows:

a. A credit entry equal to recorded bundled customer load multiplied by the current bond charge.

b. A debit entry equal to bundled customer load multiplied by the bond charge that would have
been in place if the bundled customers shared the DWR revenue requirement responsibility with
DA and DL customers.

c. A debit or credit entry representing the difference between a. and b. which reflects the potential
overpayment by bundled customers depending on the ultimate eligibilty of DA and DL

customers.
(Continued)
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II. BALANCING ACCOUNTS

L. BOND CHARGE BALANCING ACCOUNT (BCBA) (Continued)

The Direct Access Customer Subaccount

The utility shall maintain the DA Customer Subaccount by making entries as follows:

a. A debit entry equal to recorded eligible DA customer load multiplied by the bond charge that would
have been in place if DA customers shared the DWR revenue requirement responsibility with
bundled and DL customers.

The Departing Load Customer Subaccount

The utility shall maintain the DL Customer Subaccount by making entries as follows:

a. A debit entry equal to recorded eligible DL customer usage multiplied by the bond charge that would
have been in place if DL customers shared the DWR revenue requirement responsibility with bundled
and DA customers.

Disposition of Amounts

Depending on a final and unappealable decision related to R.02-01-011, the ultimate responsibility of DA
and DL customers to share (with bundled customers) in the payments to DWR of bond charges will be
determined. If it is determined that DA and/or DL customers are responsible for DWR bond charges, the
balances in the BCBA will show the underpayments of DA and DL customers and the overpayments of
bundled customers that would be reflected in future rates.

(Continued)
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1.

Purpose

Pursuant to D.02-10-062 and D.02-12-074, the purpose of the ERRA is to provide full recovery of the
Utility’'s energy procurement costs associated with fuel and purchased power, Utility retained
generation (URG), ISO related costs and costs associated with its residual net short procurement
requirements to serve its bundled service customers. The ERRA shall include revenues received from
the Utility’s Electric Energy Commaodity Charge (EECC) adjusted to exclude revenues assigned to any
state agency, including the California Department of Water Resources (DWR). In addition, the ERRA
shall include revenues from Schedule EECC-TBS. The ERRA shall also record the revenue over or
under collections associated with the baseline allowance changes as authorized in Commission
Decision D.02-04-026, and as modified by D.02-05-010, until a decision is issued in Phase 2 of OIR
01-05-047. Pursuant to D.02-12-074, ongoing transition costs (“above market”) associated with
qualifying facilities and eligible purchase power contracts should be recorded in the Transition Cost
Balancing Account (TCBA).

Applicability
The ERRA shall be applied only to the Utility’s bundled service customers.
ERRA Rate

The ERRA rate will be included as part of the Utility’s total Schedule EECC rate. The Utility will file its
first ERRA application on June 1, 2003 to establish the initial ERRA rate. Until such time that the initial
ERRA rate becomes effective, revenues derived from the current and effective Schedule EECC rate,
less revenues assigned to DWR, shall be recorded to the ERRA on a monthly basis.

Effective Date
This tariff is effective for service rendered on and after January 1, 2003.

Accounting Procedure

The Utility shall maintain the ERRA by making entries at the end of each month as follows:

a. An entry equal to the at or below market costs associated with the Portland General Electric
contract.

b. An entry equal to the at or below market costs associated with the Utility’s eligible qualifying facility
(QF) contracts.

c. An entry equal to the costs associated with the Utility’s other purchase power, including renewable
energy procurement.

d. An entry equal to the Utility pro rata share of the net proceeds from sales of surplus Utility and
DWR energy.

e. An entry equal to the costs associated with SONGS expenses as calculated at the full ICIP rate for
2003 only. These expenses will be broken out between fuel expenses and non-fuel expenses.

(Continued)
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II. BALANCING ACCOUNTS

M. ENERGY RESOURCE RECOVERY ACCOUNT (ERRA) (Continued)

5. Accounting Procedure (Continued)

f.  Anentry equal to ISO-related costs charged to the Utility.

g. An entry equal to the costs associated with the Utility’s energy procurement commitments and self
procured ancillary service costs to fulfill its net short electric requirement.

h. An entry equal to other energy procurement-related costs not recovered through the Utility’s Cost of
Service or other cost recovery mechanism.

i. An entry equal to the revenue billed during the month from the Schedule EECC rate adjusted to
exclude revenues assigned to the DWR net of franchise fees and uncollectible accounts expense.

j- An entry equal to the revenue billed during the month from the Electric Energy Commaodity Cost —
Transitional Bundled Service Schedule (Schedule EECC-TBS), net of franchise fees and
uncollectible accounts expense.

k. An entry equal to the shortfall associated with the baseline allowance changes as authorized in
Commission D.02-04-026 and as modified by D.02-05-010, until a decision is issued in Phase 2 of
OIR 01-05-047.

I.  An entry to reflect any transfers from other regulatory accounts as authorized by the Commission.

m. A debit entry equal to incentive payments to customers patrticipating in the Statewide Pricing Pilot
(SPP) Program authorized in the Phase 1 decision of the advanced metering, demand response,
and dynamic pricing proceeding.

n. Interest shall be calculated on the average of the balance at the beginning of the month and the
balance after entries 5.a. through 5.I. at a rate equal to one-twelfth of the interest rate on three-
month Commercial Paper for the previous month, as reported in the Federal Reserve Statistical
Release, H.15. or its successor.

6. Trigger Mechanism

In accordance with Assembly Bill (AB) 57, a trigger mechanism will be in place that will consider the
relationship between the monthly balance in the ERRA and the prior year recorded generation revenues
excluding revenues collected for DWR. In any month when the balance in the ERRA reaches 4 % of the
prior year recorded electric commodity revenues excluding DWR revenue, the Utility will file an
expedited application for approval in 60 days from the filing date. The application will include a projected
account balance in 60 days or more from the date of filing depending on when the balance will reach
the five percent threshold. The application will also propose an amortization period for the five percent
of not less than 90 days to ensure timely recovery of the projected ERRA balance. The application
should also include allocation of the amortized balance among customers based on the existing
allocation methodology recognized by the Commission. The AB 57 trigger mechanism application
should not be used to refund overcollections until it has been in operation for a full 12 months (D.02-10-
062, Conclusion of Law 18).

7. Filing and Update Process

The ERRA will follow a semiannual update process as described in D.02-10-062 and D.02-12-074. The
Utility will file applications on June 1 and December 1 of each year. The June 1 application will propose
an energy resource forecast for the upcoming 12 months and a new ERRA rate based on that forecast.
The December 1 application will address the review of the balancing account, contract administration,
energy resource expenses and energy dispatch.
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II. BALANCING ACCOUNTS

N. LOW-INCOME ENERGY EFFICIENCY BALANCING ACCOUNT (LIEEBA)

1. Purpose: California Public Utilities Commission (Commission) Decision (D.)97-12-103 authorized
the recording of revenues and expenses associated with the electric low-income Energy Efficiency
Public Purpose Program (PPP) in the Post-1997 Electric Energy Efficiency Balancing Account
(PEEEBA), and certain other adjustments to funding levels as authorized by the Commission
Decision(s). Pursuant to Commission D.03-04-027, the Low-Income Energy Efficiency (LIEE)
portion of the PEEEBA shall be transferred to the new LIEEBA.

2. Applicability: The LIEEBA applies to certain rate schedules and certain special contracts within
the jurisdiction of the Commission.

3. Definitions
a. Effective Date: The effective date of this account shall be May 1, 2003.

b. Interest Rate: The Interest Rate shall be 1/12 of the most recent month's interest rate on
Commercial Paper (prime, 3 months), published in the Federal Reserve Statistical Release,
H.15. Should publication of the interest rate on Commercial Paper (prime, 3 months) be
discontinued, interest will so accrue at the rate of 1/12 of the most recent month's interest rate on
Commercial Paper, which most closely approximates the rate that was discontinued, and which
is published in the Federal Reserve Statistical Release, H.15, or its successor publication.

c. LIEEBA Revenue: Monthly LIEEBA revenue equals the percentage of authorized PPP revenue
pertaining to the low-income Energy Efficiency Program multiplied by the unbundled PPP
revenue billed during the month.

d. LIEEBA Expenses: Expenses authorized by the Commission associated with the electric low-
income energy efficiency PPP. Actual expenses recorded to the LIEEBA shall be those in
compliance with the guidelines for expenses authorized by the Commission.

4. Accounting Procedure: The Utility shall make the following entries to the account:

a. A credit entry equal to the monthly LIEEBA revenue.

A debit entry equal to the monthly LIEEBA expenses.

c. A debit entry equal to the low-income energy Efficiency Program performance incentives, as
approved by the Commission.

d. An entry equal to monthly interest calculated by applying the Interest Rate to the average of
the beginning balance and the ending balance.

=

5. Account Disposition

Pursuant to Commission D.03-04-027, the Utility shall file by October 1 of each year an advice
letter requesting to apply to the electric PPP rate' effective January 1 of the following year 1) the
net amortization component of electric PPP account balances and 2) the Commission’s currently
authorized program budget revenue requirements for the PPPs.

! Public Utilities Code Section 399 addresses the low-income energy efficiency (“LIEE”) programs and by cross-reference to Section 382,
requires that the LIEE programs “be funded at not less than 1996 authorized levels based on an assessment of customer need.”
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. MEMORANDUM ACCOUNTS
Description Sheet No.
Memorandum Accounts (Definition) 2
A. Catastrophic Event Memorandum Account (CEMA) 3 TD
B. Transition Cost Audit Memorandum Account (TCAMA) 5
C. Industry Restructuring Memorandum Account (IRMA) 6 D
D. Competition Transition Charge Exemptions Memorandum Account (CTCEMA) 17
E. Reduced Return on Equity Memorandum Account (RROEMA) 19
F. Rate Reduction Bond Memorandum Account (RRBMA) 20
G. Generation Divestiture Transaction Costs Memorandum Account (GDTCMA) 22
H. Independent System Operator Revenue Memorandum Account (ISORMA) 23
l. Streamlining Residual Account (SRA) 24
J. Direct Access Discretionary Services Costs (DADSC) Memorandum Account 26
K. Transmission Revenue Requirement Reclassification Memorandum Account (TRRRMA) 28
L. Non-Transition Cost Industry Restructuring Memorandum Account (NTCIRMA) 29
M. Energy Efficiency-DSM Memorandum Account (EEDSMMA) 30
N. Applicant Installation Trench Inspection Memorandum Account (AITIMA) 31
O. Interim PX-Based Price Memorandum Account (IPXPMA) 32
P. Nuclear Claims Memorandum Account (NCMA) 33
Q. Near-Term Bilateral Contracts Memorandum Account (NTBCMA) 34
R. Electric Meter Pilot Memorandum Account (EMPMA) 35 D
S. Interruptible Rate Penalties Memorandum Account (IRPMA) 36
T. Interruptible Load and Rotating Outage Programs Memorandum Account (ILROPMA) 37
u. Real-Time Energy Metering Memorandum Account (RTEMMA) 39
V. Net Energy Metering Memorandum Account (NEMMA) 40
W. Interval Metering Program Memorandum Account (IMPMA) 41
X. Imputed and Effective Utility Rates Account (IEURA) 42
Y. Residential Demand Responsiveness Program Memorandum Account (RDRPMA) 43
Z. Self-Generation Program Memorandum Account (SGPMA) 44
AA. Harbor/Harborside Gain on Sale Memorandum Account (HGOSMA) 45
BB. Distributed Energy Resources Memorandum Account (DERMA) 46
CC. Bond Payment Memorandum Account (BPMA) 47
DD. Direct Access Cost Responsibility Surcharge Memorandum Account (DACRSMA) 48
EE. Electric Energy Transaction Administration Memorandum Account (EETAMA) 50
FF. Advanced Metering and Demand Response Memorandum Account (AMDRMA) 51
GG. Distributed Generation Implementation Cost Memorandum Account (DGICMA) 53 T
Note: 1) SONGS 2&3 Property Tax Memorandum Account, see Section V.G.
2) SONGS 2&3 Unamortized Nuclear Fuel Inventory Memorandum Account, see Section V.1.
3) SONGS 2&3 Permanent Closure Noninvestment-Related Expenses Memorandum Account, see Section V.J.
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. MEMORANDUM ACCOUNTS

A. CATASTROPHIC EVENT MEMORANDUM ACCOUNT (CEMA)

1. Purpose: The purpose of the CEMA is to record the costs associated with the restoration of
service and the utility's facilities affected by a catastrophic event declared a disaster or state of
emergency by competent federal or state authorities. The balance in the CEMA will be
recovered in rates after CPUC review and audit of the recorded CEMA balance. The authority
to establish this account was granted in CPUC Resolution E-3238, dated July 24, 1991.

Should a disaster occur, the utility will, if possible, inform the Executive Director of the CPUC by
letter within 30 days after the catastrophic event that the utility has started booking costs in the
CEMA.

The letter shall specify the declared disaster, date, time, location, service area affected, impact
on the utility's facilities, and an estimate of the extraordinary costs expected to be incurred, with
costs due to expenses and capital items shown separately.

The utility shall not record any capital costs or expenses incurred prior to the start of the
declared disaster or state of emergency, as identified by the appropriate authorities.

Pursuant to D.97-11-073, generation-related costs, which were incurred after December 31,
1997 and are related to events that occurred prior to January 1, 1998, may be entered into
CEMA.

Pursuant to Ordering Paragraph 4e. of D.97-12-131, dated December 30, 1997, no generation-
related costs that are caused by events occurring after the date the Commission or its delegates
declares to be the start date for direct access, shall be entered into this account.

2. Applicability: The CEMA balance will be recovered from all customer classes, except those
specifically excluded by the CPUC.

3. CEMA Rates: The CEMA does not currently have a rate component.
4, Accounting Procedure: Upon declaration of a disaster or state of emergency, the utility shall

maintain the CEMA from the date the event causing the disaster occurred by making entries to
this account at the end of each month as follows:

a. A debit entry equal to the amounts recorded in the utility's Operations and Maintenance
and Administrative and General Expense Accounts that were incurred as a result of the
disaster and related events.

b. A debit entry equal to:

Q) depreciation expense on the average of the beginning and the end-of-month
balance of plant installed to restore service to customers, or to replace, repair,
or restore any plant or facilities, or to comply with government agency orders, in
connection with events declared disasters, at one-twelfth of the annual
depreciation rates approved by the CPUC for these plant accounts, plus
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. MEMORANDUM ACCOUNTS

A. CATASTROPHIC EVENT MEMORANDUM ACCOUNT (CEMA) (Continued)

4. Accounting Procedure (Continued)
b. (Continued)
(2 the return on investment on the average of the beginning and the end-of-month

balance of plant installed to restore service to customers or replace, repair, or
restore any plant of facilities, or to comply with government agency orders, in
connection with events declared disasters, at one-twelfth of the annual rate of
return on investment last adopted for the utility's electric department by the

CPUC; plus

3 The return on the appropriate allowance for working capital using calculations
last adopted by the CPUC for the electric department, and the return in 4.b.(2)
above; plus

4) The return on net cost of removal of facilities required as a result of the disaster
and related events, using the rate of return in 4.b.(2) above; less

(5) The return on the average of beginning and end-of-month accumulated

depreciation, and on average accumulated net deferred taxes on income
resulting from the normalization of federal tax depreciation, using the rate of
return in 4.b.(2) above.

C. A debit entry equal to federal and state taxes based on income associated with item
4.b.(2) above, calculated at marginal tax rates currently in effect. This will include all
applicable statutory adjustments.

For federal and state taxes, this will conform to normalization requirements as
applicable. Interest cost will be at the percentage of net investment last adopted by the
CPUC with respect to the utility.

d. A credit entry to transfer all or a portion of the balance in this CEMA to other adjustment
clauses for future rate recovery, as may be approved by the CPUC.

e. An entry equal to interest on the average balance in the account at the beginning of the
month and the balance after the entries from 4.a. through 4.c. above, at a rate equal to
one-twelfth of the interest rate on three-month Commercial Paper for the previous
month, as reported in the Federal Reserve Statistical Release, H.15, or its successor
publication.

Entries in items 4.a. and 4.b. above, shall be made net of the appropriate insurance
proceeds.

5. Financial Reporting: The utility may, at its discretion, record the balance in the CEMA as
deferred debit on its balance sheet with entries to the appropriate income statement accounts,
as necessary.

6. Disposition of Amounts

Disposition of amounts in this account shall be determined in the annual Revenue Adjustment
Proceeding (RAP) or other proceeding expressly authorized by the Commission.
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. MEMORANDUM ACCOUNTS

B. TRANSITION COST AUDIT MEMORANDUM ACCOUNT (TCAMA)

Purpose: The purpose of the TCAMA, which was established pursuant to Decision 96-09-032, is to
record all invoiced auditor costs incurred by SDG&E associated with the audit of the net book value of
non-nuclear generating assets and other transition cost elements of SDG&E as defined in Decision 95-
12-063, as modified by Decision 96-01-009, and in Assembly Bill 1890. The TCAMA was further
modified pursuant to Ordering Paragraph 19 of Decision 97-11-074 to more accurately reflect the audits
of SDG&E's recorded transition costs and revenues as authorized by the Commission.

Applicability: The TCAMA shall apply to all customer classes, except for those specifically excluded by
the Commission.

TCAMA Rates: The TCAMA does not currently have a rate component.

Accounting Procedure: SDG&E shall maintain the TCAMA by making entries at the end of each month
as follows:

1. A debit entry equal to SDG&E's allocation of the invoiced auditor costs associated with any
independent audit of SDG&E’s transition costs and revenues.

2. A debit entry equal to the interest on the average of the balance at the beginning of the month
and the balance after entry 1., at a rate equal to one-twelfth the interest rate on three-month
Commercial Paper for the previous month, as reported in the Federal Reserve Statistical
Release, H.15, or its successor publication.

Once a Commission ordered audit is completed and a final audit report is issued, SDG&E may request
recovery of the balance in the TCAMA associated with such audit through the Transition Cost Balancing
Account (TCBA).

Disposition of amounts in this account shall be determined in the annual Revenue Adjustment
Proceeding (RAP) or other proceeding expressly authorized by the Commission.

(Continued)
5H12 Issued by Date Filed Jul 7, 2003
Advice Ltr. No. 1511-E Lee Schavrien Effective Aug 16, 2003

Vice President
Decision No. 03-06-013 Regulatory Affairs Resolution No.




-
SO%

Revised  Cal. P.U.C. Sheet No. 16494-E
San Diego Gas & Electric Company
San Diego, California Canceling Revised Cal. P.U.C. Sheet No. 16018-E
PRELIMINARY STATEMENT Sheet 6

. MEMORANDUM ACCOUNTS

C. INDUSTRY RESTRUCTURING MEMORANDUM ACCOUNT (IRMA)

Purpose: The purpose of the IRMA is to record the costs incurred by the utility for electric restructuring-
related implementation activities. This account is being established in accordance with Decision 95-12-
063, as modified by Decisions 96-01-009, 97-03-069, 97-05-040, and Assembly Bill 1890. Costs
recorded in the IRMA shall exclude any utility labor and labor-related expenses, except for costs
recorded in the Employee Transition Costs Subaccount, the Consumer Education Program Subacount,
the Electric Education Trust Subaccount, the Direct Access Implementation Costs Subaccount, the
ISO/PX and Other Wholesale Market Interface Costs Subaccount, the Hourly-interval Meter Installation
and Reading Costs Subaccount, the UDC Billing System Modification Costs Subaccount, and the
Customer Information Release Systems Costs Subaccount.

Applicability: The IRMA shall apply to all customer classes, except for those specifically excluded by the
Commission.

IRMA Rates: The IRMA does not currently have a rate component.

Accounting Procedure: The IRMA consists of eleven (11) Subaccounts.

e The_Biennial Resource Plan Update Settlement Costs Subaccount (item 1. below) records the
costs associated with contracts approved by the Commission to settle issues associated with the
Biennial Resource Plan Update (BRPU). Costs recorded in the BRPU Settlement Costs
Subaccount shall be limited to costs of negotiations, buy-outs or other settlement costs approved
by the Commission.

e The QF Contract Restructuring Shareholder Incentive Subaccount (item 2. below) tracks the
shareholder incentive portion of the benefits associated with contract buy-outs, buy-downs, or
renegotiations of Qualifying Facilities (QF) contracts.

e The Employee Transition Costs Subaccount (item 3. below) records the employee-related
transition costs incurred by the utility associated with utility/personnel directly affected by electric
industry restructuring. Costs recorded in the Employee Transition Costs Subaccount shall
include, but not be limited to, all reasonable employee related transition costs for severance,
retraining, early retirement, outplacement and related expenses for the employees. Pursuant to
Public Utilities Code Section 375 (b), costs recorded in the Employee Transition Costs
Subaccount shall exclude transition costs associated with officers, senior supervisory
employees, and professional employees performing predominantly regulatory functions.

e The Environmental Impact Report Costs Subaccount (item 4. below) records costs assigned to
the utility related to the Commission-mandated Environmental Impact Report ordered in D.95-12-
063. Ordering Paragraphs 38 and 39 of that Decision directed the Energy Division to retain the
services of a qualified professional environmental consultant to conduct an independent analysis
to develop the Environmental Impact Report. The Commission further ordered SDG&E, as well
as Pacific Gas & Electric Company and Southern California Edison Company to reimburse the
Commission for costs incurred in the preparation of the report.
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. MEMORANDUM ACCOUNTS

C. INDUSTRY RESTRUCTURING MEMORANDUM ACCOUNT (IRMA) (Continued)

Accounting Procedure (Continued)

e The Customer Education Program Subaccount (item 5. below) records the Utility’s allocation
of joint Customer Education Program costs incurred starting on March 31, 1997.

e The Electric Education Trust Subaccount (item 6. below) records the Utility’s allocation of
Electric Education Trust costs incurred during the period starting on March 31, 1997, and
ending no later than June 30, 1999.

e The Direct Access Implementation Costs Subaccount (item 7. below)
will record the following costs:

a) Customer Service

The Utility will record costs associated with incremental expenditures incurred
directly related to Customer Service such as: 1) fielding requests for information
about direct access; 2) processing requests for direct access and returning to
bundled service; 3) fielding requests for direct access metering; and 4) coordinating
customer direct access elections. Costs recorded in this subaccount will include
system development and maintenance as well as ongoing operational maintenance-
related costs.

Any revenues received from customers for these activities shall be tracked
separately and may be applied against these costs associated with Customer
Service when approved by the Commission.

b) Electric Service Providers (ESPs) Services
The Utility will record costs associated with incremental expenditures incurred
directly related to ESPs Services such as: 1) coordinating ESPs requests; 2)
developing policies and procedures for interactions with ESPs; 3) developing
standard interfaces with ESPs: and 4) developing and implementing service level
agreements with ESPs; and 5) processing direct access service requests.

C) Employee Training

The Utility will record costs associated with incremental expenditures incurred
directly related to Employee Training activities such as: 1) informing employees
about the changes required to implement direct access capabilities; 2) developing
training materials required to prepare the workforce for processing customer
inquiries, direct access elections, metering requests, billing options and other
protocols; and 3) training time for employees performing direct access related
functions.

d) Direct Access Support
The Utility will record costs associated with incremental expenditures incurred
directly related to Direct Access Support such as: 1) overall project management; 2)
coordinating the efforts for setting policies and procedures; 3) developing and
implementing direct access controls and accounting treatment; and 4) building the
technical infrastructure to support direct access.
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. MEMORANDUM ACCOUNTS
C. INDUSTRY RESTRUCTURING MEMORANDUM ACCOUNT (IRMA) (Continued)
Accounting Procedure (Continued)
. ISO/PX and Other Wholesale Market Interface Costs Subaccount (item 8. below) will record
the following costs:
a) PX Demand Forecast
The Utility will record costs associated with incremental expenditures incurred
directly related to the PX Demand Forecast such as: 1) forecasting demand for the
UDC (day ahead and hour ahead); 2) purchasing energy from the PX (day ahead
and hour ahead markets); 3) tracking forecast accuracy; and 4) providing the
technical infrastructure for these systems. Costs recorded in this subaccount will
include system development and maintenance as well as ongoing operational
maintenance-related costs.
b) PX Demand Settlement
The Utility will record costs associated with incremental expenditures incurred
directly related to the PX Demand Settlement such as: 1) ordering validation; 2)
preliminary settlement efforts with the PX; 3) determining transaction imbalances; 4)
final settlement; 5) providing the technical infrastructure for these systems; and 6)
any cash flow impacts due to the new settlement structure. Costs recorded in this
subaccount will include system development and maintenance as well as ongoing
operational maintenance-related costs.
C) Generation and Transmission ISO/PX Systems Interface
The Utility will record costs associated with incremental expenditures incurred
directly related to Generation and Transmission ISO/PX Systems Interface such as:
1) ISO/PX communications systems and their telecommunication connections; 2)
scheduling systems to allow scheduling of generation resources with the 1SO; 3) PX
bidding systems; 4) settlements systems including validation, imbalance and final
settlement; 5) Software maintenance associated with items 1, 2, 3 and 4 from
above; and 6) the carrying costs for capitalized generation and transmission
substation and tie-line meters, their telecommunications expenses and annual
certification and maintenance expenses.
o Hourly Interval Meter Installation & Reading Costs Subaccount (item 9.below)
will record the following costs:)
Usage Measurement
The Utility will record costs associated with incremental expenditures incurred directly
related to hourly interval meter installation and reading costs such as: 1) start-up and
infrastructure required to (a) deploy direct access meter capability; b) the reading of direct
access meters; and ¢) maintaining the metering and data management agent/system; 2)
developing requisite statistical load profiles; 3) calculating usage (including use of statistical
load profiles); 5) providing usage measurements from other parties; and 6) the cost of EDI
and Internet transfers. Costs recorded in this subaccount will include system development
and maintenance. Costs related to discretionary services will be recorded in the DADSC
Memorandum Account.
(Continued)
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. MEMORANDUM ACCOUNTS

C. INDUSTRY RESTRUCTURING MEMORANDUM ACCOUNT (IRMA) (Continued)

. Hourly Interval Meter Installation & Reading Costs Subaccount (item 9.below)
will record the following costs:) (Continued)

Any revenues received from customers for these activities shall be tracked separately and
may be applied against these costs associated with Usage Measurement when approved by
the Commission.

. UDC Billing Systems Modification Costs Subaccount (item 10. below) will record the
following costs:

a) PX Energy Cost Accounting

The Utility will record costs associated with incremental expenditures incurred for
systems development and operations support directly related to PX Energy Cost
Accounting for translating the cost of PX purchases into charge factors. Costs
recorded in this subaccount will include system development and maintenance as
well as ongoing operational maintenance-related costs.

b) Retail Billing

SDG&E will record costs associated with incremental developing systems and
processes within Retail Billing such as: 1) billing per unbundled charge factors
(including rate reduction); 2) updating charge factors based on market energy cost;
3) computing avoided energy cost for direct access customers; 4) obtaining market
energy cost to UDC energy customers; 5) providing billing data to ESPs for
presentation to customers; 6) receiving billing data from external sources for bhill
presentation to customers; 7) displaying new bill components; 8) designing and
developing systems and processes associated with customer contribution to
renewables; 9) designing and developing systems and processes associated with
departing load customers; 10) designing and developing systems and processes
associated with provision of hourly PX billing options; and (11) the cost of EDI
transfers of data and the cost for developing Internet accessing tools. Costs
recorded in this subaccount will include system development and maintenance as
well as ongoing operational maintenance-related costs.

Any revenues received from customers for these activities shall be tracked
separately and may be applied against these costs associated with Retail Billing
when approved by the Commission.

C) Revenue Reporting

The Utility will record costs associated with incremental expenditures incurred,
directly related to developing and modifying existing Revenue Reporting systems for
unbundled rate components such as: 1) reporting revenue per unbundled charge
factors; 2) reporting allocation of revenue to Competition Transition Charge (CTC)
and energy cost; 3) reporting revenue for multiple entities; and 4) tracking and
reporting revenues received for providing direct access services. Costs recorded in
this subaccount will include system development and maintenance as well as
ongoing operational maintenance-related costs.
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. MEMORANDUM ACCOUNTS

C. INDUSTRY RESTRUCTURING MEMORANDUM ACCOUNT (IRMA) (Continued)

. UDC Billing Systems Modification Costs Subaccount (item 10. below) will record the
following costs: (Continued)

d) Credit and Collections

The Utility will record costs associated with incremental expenditures for the
development, implementation, and operation of systems and processes directly
related to Credit and Collections activity, such as: 1) implementing new and modified
credit policies and collections rules for the tracking of UDC receivables; 2)
developing receivables priorities and posting receivables collected on behalf of
others to SDG&E's customer accounting system; 3) risk assessment; 4) obtaining
securities from ESPs and direct access customers; 5) tracking and remitting
receivables collected on behalf of others; and 6) interface development with external
parties for exchange of credit and payment related information. Costs recorded in
this subaccount will include system development and maintenance as well as
ongoing operational maintenance-related costs.

o Customer Information Release Systems Cost Subaccount (item 11. below) will record the
following cost:

Customer Service

The Utility will record costs associated with incremental expenditures for the development,
implementation, and operation of systems and processes directly related to Customer
Service information release requests such as: 1) developing policies and procedures for
release of customer information; 2) providing a data base of customer-specific usage
information and locational and SIC information, with the customer identity removed; 3)
fielding third party requests for direct access information; 4) tracking and reporting of
requests handled and in backlog; 5) authorizing customer release of information; 6)
developing standard interfaces with external parties, including electronic interchange of
information; and 7) handling standard requests for information. Costs recorded in this
subaccount will include system development and maintenance as well as ongoing
operational maintenance-related costs.

Any revenues received from customers for these activities shall be tracked separately and
may be applied against these costs associated with Customer Service when approved by
the Commission.
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. MEMORANDUM ACCOUNTS

C. INDUSTRY RESTRUCTURING MEMORANDUM ACCOUNT (IRMA) (Continued)

The Utility shall maintain this IRMA by making entries to the subaccounts as follows:

1. Biennial Resource Plan Update Settlement Costs Subaccount

The following entries will be made to this subaccount each month:

a. A debit entry equal to the Utility's recorded BRPU settlement costs.

b. A debit entry equal to the interest on the average of the balance at the beginning of the
month and the balance after entry 1.a. at a rate equal to one-twelfth the interest rate on
three-month Commercial Paper for the previous month, as reported in the Federal
Reserve Statistical Release, H.15, or its successor.

2. OF Contract Restructuring Shareholder Incentive Subaccount

The following entries will be made to this subaccount each month:

a. A debit entry, at the time the restructured contract is signed, equal to ten percent of the
total net present value of the ratepayer benefits from a restructured QF contract.
b. A debit or credit entry upon Commission approval of a restructured contract to true-up

for any difference between the initial net present value, entry 2.a. above, and the final
Commission-approved net present value of the restructured QF contract and to adjust
the interest computation in entry 6.c. below for the effect of the true-up benefits.

C. A monthly debit entry equal to the interest on the average of the balance at the
beginning of the month and the balance after entries 2.a. and 2.b., at a rate equal to
one-twelfth the interest rate on three-month Commercial Paper for the previous month,
as reported in the Federal Reserve Statistical Release H.15, or its successor
publication.

3. Employee Transition Costs Subaccount

The following entries will be made to this subaccount each month:

a. A debit entry equal to the utility's recorded employee transition costs for utility personnel
affected by electric restructuring.
b. A debit entry equal to the interest on the average of the balance at the beginning of the

month and the balance after entry 3.a., at a rate equal to one-twelfth the interest rate on
three-month Commercial Paper for the previous month, as reported in the Federal
Reserve Statistical Release H.15, or its successor publication.

4. Environmental Impact Report Costs Subaccount

The following entries will be made to this subaccount each month:

a. A debit entry equal to the utility's invoiced allocation for the costs associated with the
Energy Division's preparation of an EIR related to electric industry restructuring.
b. A debit entry equal to the interest on the average of the balance at the beginning of the

month and the balance after entry 4.a., at a rate equal to one-twelfth the interest rate on
three-month Commercial Paper for the previous month, as reported in the Federal
Reserve Statistical Release H.15, or its successor publication.
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. MEMORANDUM ACCOUNTS

C. INDUSTRY RESTRUCTURING MEMORANDUM ACCOUNT (IRMA) (Continued)

5.

Customer Education Program Subaccount

The following entries will be made to this subaccount each month:

a.

A debit entry equal to the Ultility’s recorded Customer Education Program costs
associated with its efforts of providing an overview of consumer education.

A debit entry equal to the interest on the average of the balance at the beginning of
the month and the balance after entries 5.a., at a rate equal to one-twelfth the
interest rate on three-month Commercial Paper for the previous month, as reported
in the Federal Reserve Statistical Release, H.15, or its successor publication.

Electric Education Trust Subaccount

The following entries will be made to this subaccount each month:

a.

A debit entry equal to the Utility’s recorded Electric Education Trust costs associated
with its efforts of educating customers about direct access and what choices are
available to them.

A debit entry equal to the interest on the average of the balance at the beginning of
the month and the balance after entries 6.a., at a rate equal to one-twelfth the
interest rate on three-month Commercial Paper for the previous month, as reported
in the Federal Reserve Statistical Release H.15, or its successor publication.

Direct Access Implementation Costs Subaccount

The following entries will be made to this subaccount each month:

a. A debit entry equal to the amounts recorded in the Utility’'s Operations and

Maintenance, and Administration and General Expense Accounts that were incurred

as a result of the Direct Access Implementation Costs.

b. A debit entry equal to:

(1) depreciation expense on the average of the beginning and the end-of month
balance of plant installed for the Direct Access Implementation Costs at one
twelfth the annual depreciation rates approved by the CPUC for these plant
accounts; plus

(2) the return on investment on the average of the beginning and the end-of-
month balance of plant installed for Direct Access Implementation, at one-
twelfth of the annual rate of return on investment last adopted for the
Electric Department by the CPUC; less
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. MEMORANDUM ACCOUNTS

C. INDUSTRY RESTRUCTURING MEMORANDUM ACCOUNT (IRMA) (Continued)

7. Direct Access Implementation Costs Subaccount (Continued)
b. (Continued)
3) the return on the average of beginning and end-of-month accumulated

depreciation, and on average accumulated net deferred taxes on income
resulting from the normalization of federal tax depreciation, at one-twelfth
the annual rate of return on investment last adopted for the Electric
Department by the CPUC.

C. A debit entry equal to federal and state taxes based on income associated with item
7.b above, calculated at marginal tax rates currently in effect. This will include all
applicable statutory adjustments.

For federal and state taxes, this will conform to normalization requirements as
applicable. Interest cost will be at the percentage of net investment last adopted by
the CPUC with respect to the Utility.

d. A debit entry equal to the monthly property taxes on the plant installed.

e. An entry equal to interest on the average balance in the account at the beginning of
the month and the balance after entries 7.a. through 7.d. above, at a rate equal to
one-twelfth the interest rate on three-month Commercial Paper for the previous
month, as reported in the Federal Reserve Statistical Release, H.15, or its
successor publication.

8. ISO/PX and Other Wholesale Market Interface Costs Subaccount

The following entries will be made to this subaccount each month:

a. A debit entry equal to the amounts recorded in the Utility’s Operations and
Maintenance, and Administration and General Expense Accounts that were incurred
as a result of the ISO/PX and Other Wholesale Market Interface Costs.

b. A debit entry equal to:

(2) depreciation expense on the average of the beginning and the end-of-month
balance of plant installed for the ISO/PX and Other Wholesale Market
Interface Costs at one-twelfth the annual depreciation rates approved by the
CPUC for these plant account; plus

(2) the return on investment on the average of the beginning and the end-of-
month balance of plant installed for the ISO/PX and Other Wholesale Market
Interface Costs, at one-twelfth of the annual rate of return on investment last
adopted for the Electric Department by the CPUC; less
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. MEMORANDUM ACCOUNTS

C. INDUSTRY RESTRUCTURING MEMORANDUM ACCOUNT (IRMA) (Continued)

8. ISO/PX and Other Wholesale Market Interface Costs Subaccount (Continued)

b. (Continued)

(3) the return on the average of beginning and end-of-month accumulated
depreciation, and on average accumulated net deferred taxes on income
resulting from normalization of federal tax depreciation, at one-twelfth the
annual rate of return on investment last adopted for the Electric Department
by the CPUC.

C. A debit entry equal to federal and state taxes based on income associated with
Iltem 8.b. above, calculated at marginal tax rates currently in effect. This will
include all applicable statutory adjustments.

For federal and state taxes, this will conform to normalization requirements as
applicable. Interest cost will be at the percentage of net investment last adopted
by the CPUC with respect to the utility.

d. A debit entry equal to the monthly property taxes on the plant installed.

e. An entry equal to interest on the average balance in the account at the beginning
of the month and the balance after entries 8.a. through 8.d. above, at a rate equal
to one-twelfth the interest rate on three-month Commercial Paper for the previous
month, as reported in the Federal Reserve Statistical Release, H.15, or its
successor publication.

9. Hourly-Interval Meter Installation and Reading Costs Subaccount

The following entries will be made to this subaccount each month:

a. A debit entry equal to the amounts recorded in thr Utility’s Operations and
Maintenance, and Administration and General Expense Accounts that were incurred
as a result of the Hourly-Interval Meter Installation and Reading Costs.

b. A debit entry equal to:

(2) the return on investment on the average of the beginning and the end-of-
month balance of plant installed for the Hourly-Interval Meter Installation and
Reading Costs, at one twelfth of the annual rate of return on investment last
adopted for the Electric Department by the CPUC; less

3) the return on the average of beginning and end-of-month accumulated
depreciation, and on average accumulated net deferred taxes on income
resulting from the normalization of federal tax depreciation, at one-twelfth
the annual rate of return on investment last adopted for the Electric
Department by the CPUC.
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. MEMORANDUM ACCOUNTS

C. INDUSTRY RESTRUCTURING MEMORANDUM ACCOUNT (IRMA) (Continued)

9. Hourly-Interval Meter Installation and Reading Costs Subaccount (Continued)

C. A debit entry equal to federal and state taxes based on income associated with ltem
9.b above, calculated at marginal tax rates currently in effect. This will include all
applicable statutory adjustments.

For federal and state taxes, this will conform to normalization requirements as
applicable. Interest cost will be at the percentage of net investment last adopted by
the CPUC with respect to the utility.

d. A debit entry equal to the monthly property taxes on the plant installed.

e. An entry equal to interest on the average balance in the account at the beginning of
the month and the balance after entries 9.a. through 9.d. above at the rate equal to
one-twelfth the interest rate on three-month Commercial Paper for the previous
month, as reported in the Federal Reserve Statistical Release, H.15, or its
successor publication.

10. UDC Billing System Modification Costs Subaccount

The following entries will be made to this subaccount each month:

a. A debit entry equal to the amounts recorded in the Utility’'s Operations and
Maintenance, and Administration and General Expense Account that were incurred
as a result of the UDC Billing System Modification Costs.

b. A debit entry equal to:

(1) depreciation expense on the average of the beginning and the end-of-month
balance of plant installed for the UDC Billing System Modification Costs at
one-twelfth the annual depreciation rates approved by the CPUC for these
plant accounts; plus

(2) the return on investment on the average of the beginning and the end-of-
month balance of plant installed for the UDC Billing System Modification
Costs, at one-twelfth of the annual rate of return on investment last adopted
for the Electric Department by the CPUC; less

3) the return on the average of the beginning and end-of-month accumulated
net deferred taxes on income resulting from the normalization of federal tax
depreciation, at one-twelfth the annual rate of return on investment last
adopted for the Electric Department by the CPUC.
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. MEMORANDUM ACCOUNTS

C. INDUSTRY RESTRUCTURING MEMORANDUM ACCOUNT (IRMA) (Continued)

10. UDC Billing System Modification Costs Subaccount (Continued)

C. A debit entry equal to federal and state taxes based on income associated with item
10.b. above, calculated at marginal tax rates currently in effect. This will include all
applicable statutory adjustments

For federal and state taxes, this will conform to normalization requirements as
applicable. Interest cost will be at the percentage of net investment last adopted by
the CPUC with respect to the utility.

d. A debit entry equal to the monthly property taxes on the plant installed.
e. A credit entry equal to amounts received for services for billing on behalf of the ESP.
f. An entry equal to interest on the average balance in the account at the beginning of

the month and the balance after entries 10.a. through 10.e. above, at a rate equal to
one-twelfth the interest rate on three-month Commercial Paper for the previous
month, as reported in the Federal Reserve Statistical Release, H.15, or its
successor publication.

11. Customer Information Release Systems Costs Subaccount

The following entries will be made to this subaccount each month:

a. A debit entry equal to the amounts recorded in the Ultility’s Operations and
Maintenance, and Administration and General Expense Accounts that were incurred
as a result of the Customer Information Release System Costs.

b. A credit entry equal to any revenue received from ESPs or other parties for
offsetting the costs related to this subaccount.

C. An entry equal to interest on the average balance in the account at the beginning of
the month and the balance after 10.a. and 10.b. at a rate equal to one-twelfth the
interest rate on three-month Commercial Paper for the previous month, as reported
in the Federal Reserve Statistical Release H.15, or its successor publication.

Financial Reporting: The Utility may, at its discretion, record the balance in the IRMA as a deferred debit
on its balance sheet with entries to the appropriate income statement accounts, as necessary.

The Utility may request recovery of the balances in the IRMA by separate application to the Commission,
or by any other means deemed appropriate by the Commission.

Disposition of Amounts: Disposition of amounts in this account shall be determined in the annual
Revenue Adjustment Proceeding (RAP) or other proceeding expressly authorized by the Commission.
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