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I.

INTRODUCTION

On June 18, 2001, the State of California (through the California Department of Water Resources or “DWR”), San Diego Gas & Electric Company (“SDG&E”) and, as to certain provisions, Sempra Energy signed a Memorandum of Understanding (the “DWR/SDG&E MOU”) the primary purpose of which was to ensure the continued provision by SDG&E of affordable and reliable electricity to its customers.  The DWR/SDG&E MOU, as one of its objectives, proposed a plan for eliminating certain deferred electric commodity costs incurred by residential and small commercial customers of SDG&E (also known as AB 265 customers).  The plan requires a series of actions by the California Public Utilities Commission (“Commission” or “CPUC”) referred to as “CPUC Implementing Decisions.”   

On July 16, 2001 SDG&E filed with the Commission the “Motion of San Diego Gas & Electric Company for Implementation of Memorandum of Understanding with the State of California”, which requested implementation of certain matters identified in the DWR/SDG&E Memorandum of Understanding through the issuance of ten CPUC Implementing Decisions.

On August 2, 2001, Assigned Commissioner Wood issued the “Assigned Commissioner’s Ruling Regarding San Diego Gas & Electric Company’s Motion for Implementation of its Memorandum of Understanding with the State of California” (hereafter referred to as “August 2nd ACR”).  The August 2nd ACR discussed and set “target dates” for the CPUC Implementing Decisions, and in particular recognized that SDG&E had committed to file its proposed procurement cost recovery mechanism by August 24th. 

In describing the need for adoption of a procurement cost recovery mechanism, the DWR/SDG&E MOU at p. 17, states:

Given the magnitude of the net short, the practical ability of Utility to resume such procurement responsibility after the Procurement Resumption Date will depend in substantial part upon continuation of Utility's creditworthiness and its ability to recover such procurement costs in rates on a timely basis.  Accordingly, the CPUC Implementing Decisions will include confirmation of Utility's entitlement to recover its reasonable procurement costs on a timely basis and establish procedures (which may include one or more balancing accounts and trigger mechanisms) designed to ensure that any undercollection or overcollection of procurement costs will be reconciled in a timely manner and any undercollection will be able to be financed (in the capital or credit markets) on reasonable terms consistent with Utility continuing to be an investment grade credit, and mechanisms to mitigate the potential risks of retrospective reasonableness review of procurement practices, including the development of a framework and criteria for procurement practices (the "Procurement Cost Recovery Mechanism").  The Procurement Cost Recovery Mechanism shall also provide that any contracts, if any, that CDWR assigns or subcontracts to Utility shall be deemed reasonable per se.

As the DWR/SDG&E MOU recognizes, the ability of SDG&E to resume electric procurement responsibilities depends upon both SDG&E’s creditworthiness and its ability to recover the procurement costs it incurs in rates on a timely basis while mitigating or eliminating the uncertainties caused by retrospective reasonableness reviews.  SDG&E's Proposals and Recommendations Governing Procurement of the Net Short Energy Requirements for SDG&E’s Customers is being served on all parties in R.94-04-031/I.94-04-032, A.00-10-045/A.01-01-044 and A.00-10-028, A.00-11-038, and A.00-11-056.

Adoption of the proposed procurement cost recovery mechanism will be an important step toward moving California out of its energy crisis and should put SDG&E in a position whereby it can, under the terms of the DWR/SDG&E MOU, resume electric procurement responsibility for its customers.

II.

THE COMMISSION SHOULD SHORTEN THE COMMENT PERIOD ON THE  PROCUREMENT 
COST RECOVERY MECHANISM

The August 2nd ACR set a “target date” of October 25, 2001 for the procurement cost recovery mechanism.  As noted at page 6 of the August 2nd ACR, October 25 thus represents the “target dates by when items addressing each of the implementing decisions should be placed on the Commission’s agenda.”  Given that there are approximately 60 days between the filing of SDG&E’s proposal and the target date for having the implementing decision on the agenda, it is appropriate to expedite the comment process.  

SDG&E July 16, 2001 motion
 set forth a proposed time table in which 15 days were to 

be allowed for parties to respond to the August 24th proposal, then SDG&E would have 10 days to file reply comments.  SDG&E notes that the August 2nd ACR does not explicitly adopt this schedule.  However, this schedule will allow a reasonable opportunity to meet the target date of October 25th. 

Therefore, pursuant to subdivision (i) of Rule 45 of the Commission’s Rules of Practice and Procedure SDG&E moves the Commission for an order shortening time so that responses to SDG&E’s proposal are due in 15 days, with SDG&E’s reply due 10 days after.

III.

CONCLUSION
Based upon the foregoing, and consistent with the DWR/SDG&E MOU, SDG&E requests:

1. That the assigned ALJ or the Assigned Commissioner issue a ruling immediately shortening the time for comments and reply comments as set forth above; and

2. That after due consideration of SDG&E’s proposal and parties comments the Commission adopt a procurement cost recovery mechanism for SDG&E that accomplishes the objectives described in the DWR/SDG&E MOU.  
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