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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Application of San Diego Gas & Electric
Company (U902M), Southern California
Edison Company (U338E), Southern
California Gas Company (U904G) and
Pacific Gas and Electric Company (U39M) Application 09-08-020
for Authority to Establish a Wildfire (Filed August 31, 2009)
Expense Balancing Account to Record for
Future Recovery Wildfire-Related Costs.

RULING OF THE ASSIGNED COMMISSIONER AND
ADMINISTRATIVE LAW JUDGE REQUIRING APPLICANTS
TO SHOW CAUSE WHY APPLICATION SHOULD NOT BE DISMISSED

1. Background
On August 31, 2009, San Diego Gas & Electric Company (SDG&E), Pacific

Gas and Electric Company (PG&E), Southern California Edison Company
(Edison), and Southern California Gas Company (SoCal Gas), filed their initial
application requesting Commission authorization to establish a balancing
account to allow each utility to recover from ratepayers “all amounts paid by the
utility arising from wildfires.”

On December 21, 2009, we issued a ruling finding that the application
required amendment before hearings could be scheduled and directing the
parties to meet and confer. We specifically listed the major issues that required
amendment:

1. The limitless potential for ratepayers to fund third-party
claims, including fire suppression and environmental
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damage, all but invite governmental entities and everyone
else to submit claims to utilities;

2. Utilities have no incentive to defend against third-party
claims, and ratepayers are without a practical means to
protect their interests;

3. The presumption of recovery of third-party claims
undermines financial incentives for prudent risk
management and safety regulation compliance.

On August 10, 2010, the applicants filed their amended application.

Today’s ruling is directed at the amended application.

2. Comparison of Initial and

Amended Applications

Set out below is a table comparing the major points of the two

applications. As the table illustrates, the amended application is not materially

different from the initial application. Accordingly, we have no basis on which to

change our determination from December 21, 2009, that no purpose would be

served by setting hearings for this application and that the matter should be

submitted for resolution by the Commission.

Type of Expense

Initial Application

Amended Application

Payments to third parties for
damage or loss claims
associated with wildfires

All included in balancing
account

First $10 million recovered
through GRC, thereafter
through balancing account up
to $1.2 billion, then 5% to
shareholders and 95% to
ratepayers

Outside legal expenses
associated with any third-party
claim, including governmental
claims

Included in balancing account

Included in balancing account

Payments to government
authorities for fire suppression
and environmental damage

Included in balancing account

Included in balancing account

Changes in wildfire insurance
costs from last general rate case

Included in balancing account

Included in separate balancing
account

Interest at rate up to and
including cost of capital

Included for balancing account

Limited to commercial paper
rate for one year balances,
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| | beyond that cost of capital

New limitations on what can be recorded in the balancing account include
an exclusion for “acts or omissions intentionally engaged in by a corporate
officer with intent to cause harm” and 5% of any amounts over $1.2 billion but
less than $2 billion. The utilities also agree to absorb the first $5 million of costs
that exceed insurance coverage. All third-party recoveries go first to off-setting
any amounts absorbed by the utility, and then 90% is credited to the balancing
account with the utility retaining the other 10%. The applicants also requested
that shareholders be compensated through general rates for the risk of loss they
will retain through the balancing account limitations and exclusions.

On September 14, 2010, a prehearing conference was convened at which
the scope of this proceeding was contested as well as the need for a Phase II. A
tentative schedule was set with the plan that the scoping memo would reflect the
final schedule.

On January 24, 2011, the Consumer Protection and Safety Division,
Disability Rights Advocates, the Division of Ratepayer Advocates, Protestor
Ruth Henricks, Mussey Grade Road Alliance, and The Utility Reform Network
submitted their joint motion to revise the proposed procedural schedule that was
tentatively discussed at the prehearing conference. The moving parties stated
that resource constraints and the long delay in issuing the scoping memo
necessitated a revised final schedule. Applicants opposed the request.

2.1. Discussion

As illustrated above, the amended application does not differ
materially from the initial application. When considering the initial application,

we first noted that a balancing account is extraordinary rate relief that must be
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carefully justified by factual circumstances manifestly beyond the control of
management.! We then concluded that going forward with the proceeding it
was not warranted unless and until the applicants addressed certain issues.
Those issues were: (1) limitless ratepayer liability for third-party claims, (2) lack
of incentive for utilities to defend such claims, and (3) undermining utility
incentives for prudent risk management and safety regulation compliance.2

As the summary above illustrates, the amended application does little
to address these fundamental issues. The relief requested is unprecedented; no
other public utilities have balancing account protection for any type of third
party liability. In fact, applicants have only memorandum account protection for
declared disaster events that damage utility facilities. As set forth in the
December 2009 ruling, extraordinary relief requires a compelling showing of
extraordinary facts. Increasing liability insurance costs is an issue to be
addressed in each applicant’s next general rate case as is retained risk or self
insurance.

Therefore, we conclude that the record should be closed and the matter
submitted for a Commission decision dismissing the application.

We will allow applicants to file and serve a brief to show cause why
this application should not be dismissed no later than March 15, 2011. Other
parties may file and serve responses no later than March 22, 2011.

Therefore, IT IS RULED that:

I Ruling Directing Applicants to Amend Application and All Parties to Meet and
Confer, at 7 (December 21, 2009).

2 Ruling Directing Applicants to Amend Application and All Parties to Meet and
Confer, at 7 (December 21, 2009).
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1. In our December 21, 2009, ruling we determined that as presented, the
application failed to address significant issues identified in the protests which are
essential to the relief requested, and that the application must be substantially
amended to move forward.

2. The applicants filed an amended application on August 10, 2010, which
was not materially different from the original application with regard to the
issues identified in the December 21, 2009, ruling.

3. The applicants have apparently failed to remedy the deficiencies in the
original application such that the amended application should be dismissed.

4. The applicants may show cause why this application should not be
dismissed by filing and serving briefs no later than March 15, 2011, and other
parties may file and serve responses no later March 22, 2011.

Dated February 18, 2011, at San Francisco, California.

/s/ TIMOTHY ALAN SIMON /s/ MARIBETH A. BUSHEY
Timothy Alan Simon Maribeth A. Bushey
Commissioner Administrative Law Judge
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INFORMATION REGARDING SERVICE

I have provided notification of filing to the electronic mail addresses on the
attached service list.

Upon confirmation of this document’s acceptance for filing, I will cause a
hard copy of the filed document to be served upon the service list to this
proceeding by U.S. mail. The service list I will use to serve the copy of the filed
document is current as of today’s date.

Dated February 18, 2011, at San Francisco, California.

/s/ ANTONINA V. SWANSEN
Antonina V. Swansen

NOTICE

Parties should notify the Process Office, Public Utilities Commission,
505 Van Ness Avenue, Room 2000, San Francisco, CA 94102, of any
change of address to ensure that they continue to receive documents.
You must indicate the proceeding number on the service list on which
your name appears.
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The Commission’s policy is to schedule hearings (meetings, workshops,
etc.) in locations that are accessible to people with disabilities. To verify
that a particular location is accessible, call: Calendar Clerk

(415) 703-1203.

If specialized accommodations for the disabled are needed, e.g., sign
language interpreters, those making the arrangements must call the
Public Advisor at (415) 703-2074 or TDD# (415) 703-2032 five working
days in advance of the event.
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Senior Attorney - Legal Dept
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Attorney At Law
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(619) 531-5801
William.Johnson@sdcounty.gov
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Lise H. Jordan, Esq.
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Legal Division
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