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PREPARED DIRECT TESTIMONY OF 1 

RYAN MILLER 2 

ON BEHALF OF SDG&E 3 

I. INTRODUCTION 4 

This testimony presents San Diego Gas & Electric Company’s (“SDG&E’s”) 5 

procurement of Greenhouse Gas (“GHG”) Compliance Instruments during the record period of 6 

January 1, 2012 through December 31, 2012 for compliance with California’s Cap-and-Trade 7 

Program.  The following sections describe the Cap-and-Trade Program and demonstrate that 8 

SDG&E procured compliance instruments during the record period in a manner consistent with 9 

Track III of the Long-Term Procurement Plan (“LTPP”) Decision (“D.”) 12-04-046, and the 10 

related California Public Utilities Commission (“Commission”)-approved SDG&E 2012 LTPP, 11 

Advice Letter (“AL”) 2362-E-A.1  SDG&E is including GHG procurement in its 2012 Energy 12 

Resource Recovery Account (“ERRA”) Compliance due to the directive in D.12-04-046 and the 13 

approval in AL 2387-E.  SDG&E is requesting that the Commission find that SDG&E’s 2012 14 

GHG product procurement was compliant with both D.12-04-046 and SDG&E’s LTPP.   15 

II. DEVELOPMENT OF CALIFORNIA’S CAP-AND-TRADE PROGRAM 16 

In 2006, Governor Arnold Schwarzenegger signed Assembly Bill (“AB”) 32 into law.  17 

The bill requires California to lower GHG emissions to 1990 levels by 2020.  To achieve AB 18 

32’s goals, legislators created a scoping plan that included multiple comprehensive actions.  One 19 

such action was creating California’s Cap-and-Trade Program, intended to establish a market-20 

based price for GHG emissions and ultimately provide market signals to promote investment in 21 

Energy Efficiency (“EE”) activities to reduce GHG emissions.  While the Cap-and-Trade 22 

program was expected to begin January 2012, the California Air Resource Board, (“CARB”), 23 

delayed the implementation of the Program to 2013.  The Cap-and-Trade Program covers 24 

compliance years 2013 to 2020.  The compliance years are divided into three separate 25 

                                                 
 
1 Greenhouse Gas product procurement is addressed in D.12-04-046 at 40-59, Findings of Fact 12, 13; Conclusions 
of Law 8, 9, and Ordering Paragraphs 8-10.  SDG&E’s Long Term Procurement Plan, AL 2362-E-A, Appendix F, 
addresses SDG&E’s Commission-approved plan of GHG product procurement. 
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B.  Compliance Instrument Allowances, Credits, and Options 1 

Compliance instruments consist of California GHG Allowances which are emission 2 

credits issued by CARB and Offsets which are CARB-verified and -approved reductions of GHG 3 

emissions from sectors outside the Cap-and-Trade Program.  While one offset is equivalent to 4 

one allowance and can be used for compliance, their use is limited.  No more than 8% of a 5 

Compliance Period obligation can be fulfilled with offsets. 6 

While the market for GHG compliance instruments is still nascent, there are limited 7 

procurement options for GHG compliance instruments.  In accordance with SDG&E’s LTPP, 8 

SDG&E is authorized to procure seller-guaranteed offsets via Request for Offering (“RFO”), 9 

allowance futures via approved exchanges and allowances via CARB-run quarterly auctions, and 10 

Price Containment Reserve Sales.  CARB auctions each sell current vintage year allowances and 11 

some will also sell vintages of a future year.  The November 2012 auction sold vintages 2013 12 

and 2015.  The annual reserve price will escalate each year by 5% plus CPI.  The 2012 reserve 13 

price was $10.00, and the 2013 reserve price is $10.71.   14 

III. 2012 GHG COMPLIANCE INSTRUMENT PROCUREMENT 15 

SDG&E’s 2012 ERRA forecast included a GHG component, but in the fall of 2011, the 16 

GHG market was just starting to develop.  Delays, modifications, an illiquid market, and lawsuits 17 

provided much uncertainty surrounding the Cap-and-Trade Program.  As a result, SDG&E was 18 

unable to forecast an amount for its 2012 GHG costs, but communicated that if any GHG costs 19 

were incurred, they would be recorded in ERRA.  SDG&E witness Norma Jasso’s testimony 20 

explains that more recently, the Investor Owned-Utilities (“IOUs”) have been directed to defer 21 

recovery of GHG-related costs; however, SDG&E seeks the Commission’s determination in this 22 

proceeding that SDG&E’s procurement of GHG-related products during 2012 was in compliance 23 

with the above-mentioned Commission directives.3    24 

In spite of all the challenges, the Cap-and-Trade program was successfully implemented 25 

in late 2012.  Although the first compliance period no longer included 2012, CARB scheduled an 26 

                                                 
 
3 See, D.12-04-046 and AL 2362-E-A. 
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IV. CONCLUSION 1 

SDG&E’s strategy and resulting auction awards were consistent with the approach 2 

prescribed by the Commission in D.12-04-046 for procuring GHG compliance instruments.  3 

Therefore, SDG&E requests that the Commission find that SDG&E demonstrated compliance 4 

with D.12-04-046 and Commission-approved AL 2362-E-A and AL 2387-E for procurement of 5 

GHG-related compliance instruments based on the testimony provided herein for the record 6 

period January 1, 2012 through December 31, 2012.  7 

8 
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V. QUALIFICATIONS OF RYAN MILLER 1 

My name is Ryan A. Miller.  My business address is 8315 Century Park Court,  2 

San Diego, CA 92123.  I am employed by San Diego Gas & Electric Company.  My current title 3 

is Electric and Fuels Trading Manager in the Electric & Fuel Procurement Department of 4 

SDG&E.  My responsibilities include overseeing a staff that performs short-term energy 5 

procurement and policy functions such as day-ahead electric and fuel trading, short-term 6 

wholesale market transactions, analysis and optimization of day-ahead energy and fuel 7 

procurement strategies, development and execution of short-term natural gas hedging strategies, 8 

management of SDG&E’s UEG fuel transportation agreements,  procurement of resource 9 

adequacy products, and development of GHG procurement and hedging strategies.   10 

I joined SDG&E in December 2002, and have held various positions with increasing 11 

levels of responsibility within the Electric & Fuels trading group.  12 

Prior to joining SDG&E, I worked as a Power Scheduler and Mid-Marketer with Mirant 13 

Energy. 14 

I received a Bachelor’s degree in Management Science (MSCI) from the Georgia 15 

Institute of Technology.  16 

 17 

I have previously testified before the Commission.   18 








