August 1, 2001
PUC 110

ADVICE LETTER 1354-E
(U 902-E)

PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

SUBJECT: CLARIFICATION OF RULE 20 -- REPLACEMENT OF OVERHEAD WITH
UNDERGROUND ELECTRIC FACILITIES

San Diego Gas & Electric Company (“SDG&E”") hereby transmits for filing the following revisions
to its electric tariffs, as shown in the enclosed Attachment.

PURPOSE

The purpose of this filing is to formally advise the California Public Utilities Commission
(Commission) of SDG&E's interpretation and administration of electric Rule 20, Section B, and
to add clarifying language to Section B.2 explaining that applicants are paying the cost for
removal of facilities and poles.

BACKGROUND

SDG&E’s Rule 20 governs the conversion of overhead facilities to underground facilities. The
tariff sets forth an underground conversion policy established by the Commission in 1967. Rule
20, Section A applies to conversion projects that are deemed to be in the public interest, meet
the specified criteria, with the costs borne by the utility. Rule 20, Section B applies to
conversion projects that are not covered by Section A, meet the criteria specified in Section B,
and the applicant bears the cost but receives a credit for the estimated cost of a new overhead
system. Rule 20, Section C applies to conversions not covered by Sections A or B, with the
applicant paying all of the costs less net salvage value and depreciation of the removed
overhead facilities.

Rule 20, Section B (hereafter referred to as Rule 20.B) provides, in pertinent part, as follows:

“In circumstances other than those covered by A. above, the utility will replace its
existing overhead electric facilities with underground electric facilities along
public streets and roads or other locations mutually agreed upon when requested
by an applicant or applicants when all of the following conditions are met:
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2. The applicant has:

C. Paid a nonrefundable sum equal to the excess, if any, of the
estimated costs, including transformers, meters, and services, of
completing the underground system and building a new,
equivalent overhead system.

3. The area to be undergrounded includes both sides of a street for at least
one block or 600 feet, whichever is the lesser, and all existing overhead
communication and electric distribution facilities within the area will be
removed.”

Rule 20.B.2.c sets forth the limited and specific credit an applicant is to receive. In particular,
this Section provides for limited ratepayer funding of the cost which is equal to the cost of a
new, equivalent overhead system. The balance of the costs, including the removal of existing
overhead facilities, described in Section 3, above, is borne by the applicant. That is, the cost of
removing poles and the rest of the overhead system is an inherent part of completing the
conversion and is not part of the credit that is given to the applicant. This interpretation of Rule
20.B is consistent with the provisions of Rule 20 that were established by Commission Decision
(“D.”) 73078 in 1967.

In or about 1995, after reviewing their tariffs and determining that the proper application of Rule
20.B was to include these charges in the underground costs to the applicant, SDG&E and
PG&E began charging Rule 20.B applicants for pole removal costs. SDG&E did not notify the
Commission when it began charging for pole removal costs because its Rule 20.B tariff already
stated that the only credit to be given to the applicant was the estimated cost of constructing a
new overhead system.

In 1999, Southern California Edison (“SCE”") reviewed the language of its Rule 20.B and also
determined that, based on the language, Rule 20.B applicants appropriately should bear the
costs of pole removal for conversion projects.

The costs of removing the poles and overhead facilities should be incurred by the Rule 20.B
applicant only, who either prefers to receive underground service or is required to do so by
some entity other than SDG&E (such as a governmental entity). SDG&E believes that it is more
appropriate to charge these pole removal costs to the applicant/property owner who will receive
the benefit of the underground facilities, rather than to impose these costs on the general
ratepayers, including those who receive no underground service at all. SDG&E also believes
this is consistent with the current language of Rule 20.B.2.c and also consistent with the
Commission’s original D.73078.

On March 27, 2001, the Commission issued D.01-03-051 in Case 00-07-054 (Barratt American,
Inc. versus SCE) concerning pole removal costs. In D.01-03-051, the Commission found that
SCE’s Rule 20.B tariff, interpreted as a whole, does not give credit to applicants for the costs of
pole removal, but that SCE should have filed a revision to its Rule 20.B to make its practice
clear. Therefore, by this filing, SDG&E hereby seeks approval to add language to its Rule
20.B.2.c to clarify that pole removal costs are included in the costs paid by those applicants
causing the conversion of electric facilities.
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EFFECTIVE DATE

SDG&E respectfully requests that this Advice Letter become effective on September 10, 2001,
which is 40 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, 4" Floor

San Francisco, CA 94102

Please send a copy of the protest via both e-mail and facsimile to the address shown below on
the same date it is mailed or delivered to the Commission.

Attn: C. Richard Swanson
Regulatory Tariff Manager

101 Ash Street - HQ14D

San Diego, CA 92101-3017
Facsimile No. (619) 696-4027
E-mail: rswanson@sempra.com

NOTICE

In accordance with Section IlI-G of General Order 96-A, a copy of this filing has been served on
the utilities and interested parties shown on the attached list, by either providing them a copy
electronically or by mailing them a copy hereof, properly stamped and addressed.

Address changes should be directed to Martha Ulloa by facsimile at (619) 696-4027 or by e-mail
to mulloa@sempra.com.

LEE SCHAVRIEN
Director, Regulatory Case Management
& Tariff Administration

Enclosures
(cc list attached)
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Revised Cal. P.U.C. Sheet No. 14701-E

San Diego Gas & Electric Company
San Diego, California Canceling Revised Cal. P.U.C. Sheet No. 15063-E

A.

RULE 20 Sheet 5

REPLACEMENT OF OVERHEAD WITH UNDERGROUND ELECTRIC FACILITIES

(Continued)

4.

The utility may, at its sole discretion, enter into agreements with a governing body of a city or
county to reduce the amount of funding for undergrounding of overhead facilities (see Form
142-1659). The governing body will, at the time of entry into the agreement, be entitled to an
agreement for a minimum of one (1) year or as long as five (5) years. Upon entry into the
agreement, any specific projects that the governing body and the utility have previously
agreed to will not be subject to the agreement. Any expenses incurred by the utility due to
performance of agreements, as set forth in this sub-section, shall be booked as normal utility
expenses.

In circumstances other than those covered by A. above, the utility will replace its existing overhead
electric facilities with underground electric facilities along public streets and roads or other locations
mutually agreed upon when requested by an applicant or applicants when all of the following
conditions are met:

1.

a. All property owners served from the overhead facilities to be removed, first agree in
writing to have the wiring changes made on their premises so that service may be
furnished from the underground distribution system in accordance with the utility's
rules, and that the utility may discontinue its overhead service upon completion of
the underground facilities, or

b. Suitable legislation is in effect requiring such necessary wiring changes to be made
and authorizing the utility to discontinue its overhead service.

The applicant has:

a. Furnished and installed the pads and vaults for transformers and associated
equipment, conduits, ducts, boxes, pole bases, and performed other work related to
structures and substructures including breaking of pavement, trenching, backfilling,
and repaving required in connection with the installation of the underground system,
all in accordance with the utility's specifications, or, in lieu thereof, paid the utility to
do so;

b. Transferred ownership of such facilities, in good condition, to the utility; and

C. Paid a nonrefundable sum equal to the excess, if any, of the estimated costs,
including transformers, meters and services, of completing the underground system
and building a new equivalent overhead system. Completed underground system
includes removal of overhead facilities and poles.

The area to be undergrounded includes both sides of a street for at least one block or 600
feet, whichever is the lesser, and all existing overhead communication and electric
distribution facilities within the area will be removed.

5R9

Advice Ltr. No. 1354-E William L. Reed Effective

Decision No. Chief Regulatory Officer Resolution No.
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Vice President
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