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PREPARED DIRECT TESTIMONY OF
YVONNE M. LE MIEUX
ON BEHALF OF SDG&E

L INTRODUCTION

The purpose of my testimony is to address the recorded transactions and related cost
recovery in San Diego Gas & Electric Company’s (SDG&E’s) Energy Resource Recovery
Account (ERRA) and Transition Cost Balancing Account (TCBA). In addition, my testimony
addresses entries recorded to other electric commodity-related accounts, including the Market
Redesign and Technology Upgrade Memorandum Account (MRTUMA), two accounts related to
independent procurement reviews as directed by the Commission: the Procurement Transaction
Auditing Memorandum Account (PTAMA) and the Independent Evaluator Memorandum
Account (IEMA), the Renewable Portfolio Standard Memorandum Account (RPSMA) and the
Generation Divestiture Transaction Cost Memorandum Account (GDTCMA). In summary, my
testimony provides a description of:

e transactions recorded to SDG&E’s ERRA during 2009 (Attachment A);

e transactions recorded to SDG&E’s TCBA during 2009 (Attachment B);

o transactions recorded to SDG&E’s MRTUMA from 2007 through 2009 (Attachment

C);

e transactions recorded to SDG&E’s PTAMA from 2006 through 2009 and estimated
interest through the year ending 2010 (Attachment D). In addition, SDG&E requests
authorization to close and eliminate the PTAMA;

e transactions recorded to SDG&E’s IEMA from 2007 through 2009 (Attachment E).
In addition, SDG&E requests authorization to change the disposition of the account;

e transactions recorded to SDG&E’s RPSMA during 2009 (Attachment F). In addition,
SDG&E requests authorization to change the disposition of the account.

e transactions recorded to SDG&E’s GDTCMA from 1998 through 2009 and estimated
interest through the year ending 2010 (Attachment G). In addition, SDG&E requests
authorization to close and eliminate the GDTCMA; and

The direct testimony of SDG&E witness Sally Chen contains descriptions of the electric

procurement and commodity expenses recorded to the ERRA and TCBA during the periods
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mentioned above. The direct testimony of SDG&E witness Tony Choi contains descriptions of

the incremental costs recorded to the MRTUMA during the periods mentioned above.

II. ENERGY RESOURCE RECOVERY ACCOUNT (ERRA)

Pursuant to D.02-10-062 and D.02-12-074, the purpose of the ERRA is to provide full
recovery of SDG&E’s energy procurement costs associated with fuel and purchased power
(including renewable resources), utility electric generation (UEG), Independent System Operator
(ISO) related costs, and costs associated with the residual net short procurement requirements to
serve SDG&E’s bundled service customers. The ERRA includes revenues from SDG&E’s
Electric Energy Commodity Cost (EECC) rate schedule adjusted to exclude California
Department of Water Resources (CDWR) revenues for energy provided by CDWR to SDG&E
customers and non-fuel generation revenues allocated to the Non-fuel Generation Balancing
Account (NGBA). SDG&E’s share of revenues from the sale of surplus energy is also reflected
in the ERRA.

On a monthly basis, the ERRA compares the energy procurement costs described above
with the revenue from Schedule EECC (excluding CDWR and NGBA revenue). Interest is
applied to any over or under collection balance at the three-month Commercial Paper rate.
SDG&E’s adopted ERRA tariff describes the entries that are made to the account on a monthly
basis.

SDG&E believes that the costs and expenses recorded to the ERRA are appropriate,
correctly stated and recoverable in accordance with applicable Commission policy and decisions.
The ERRA balance as of December 31, 2009 was a $55.9 million overcollection.! Attachment A
summarizes the monthly entries to the ERRA during 2009 used to calculate the balance. The
2009 activity in the SDG&E ERRA as detailed in Attachment A is summarized in Table 1 below

— under/(over) collection:

! AB 57 mandated a trigger threshold for the balance in the ERRA of 5% of the electrical utility’s actual recorded
generation revenues for the prior calendar year. On April 30, 2010, SDG&E filed an expedited ERRA Trigger
Application (A.10-04-033) requesting authorization to offset a projected $100 million ERRA overcollection (as of
June 30, 2010) with a projected $26 million Non-Fuel Generation Balancing Account (NGBA) undercollection
(as of June 30, 2010), resulting in a total amount of $74 million to be returned to customers. SDG&E also seeks
approval to return the over collection over a 12-month amortization period beginning on September 1, 2010.
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Table 1

December 31, 2008 ERRA Balance? $18,924,828

Revenue $(722,286,330)
Expenses $664,330,515
Other - net’ $(16,807,253)
Interest $(107,660)

December 31, 2009 ERRA Balance | $(55,945,900)

Ordering Paragraph 19 of D.02-12-074 directed PG&E, SCE and SDG&E to file a
monthly report with the Commission’s Energy Division to include a summary of activity in the
ERRA balancing account and to also submit original source documents pertaining to such
activities. D.07-04-020 modified this requirement to allow SDG&E to provide only a
breakdown of costs recorded to the ERRA in the monthly filings and make the supporting
documentation available to Commission staff and interested parties upon request. The modified
reporting requirement was effective with the April 2007 report. SDG&E submitted the monthly
report to the Energy Division and interested parties for the months January 1, 2009 through
December 31, 2009.

III. TRANSITION COST BALANCING ACCOUNT (TCBA)

In SDG&E’s 2005 ERRA compliance review proceeding, the Commission authorized the
review of SDG&E’s TCBA in future ERRA review proceedings.” The annual ERRA review is
the appropriate forum to review the TCBA, since the costs that are recovered in the TCBA
generally relate to the above-market portion of certain Qualifying Facilities (QF) and purchase

power costs eligible for recovery under AB 1890.

> December 31, 2008 balance was approved in A.09-05-018/D.10-02-018.

* Includes FERC refunds, transfers from other regulatory accounts, carrying costs related to hedging, rebalancing
costs and settlement payments.

* See D.06-12-019, Ordering Paragraph 3.
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The TCBA records the eligible above-market power costs and the revenues received from
SDG&E’s Competition Transition Charge (CTC) rate. For 2009, the market benchmark of
$70.48/MWh’ was used to calculate the above-market portion of AB 1890-eligible transition
costs. On a monthly basis, the TCBA compares the above-market power costs with the revenue
from the CTC rate component. Interest is applied to any over or under collection balance at the
three-month Commercial Paper rate.

SDG&E believes that the costs and expenses recorded to the TCBA are appropriate,
correctly stated and recoverable in accordance with applicable Commission policy and decisions.
The balance in the TCBA as of December 31, 2009 was a $20.1 million overcollection.®
Attachment B provides a monthly summary of the entries to the TCBA during 2009. The 2009
activity in the SDG&E TCBA as detailed in Attachment B to my testimony is summarized in
Table 2 below — under/(over) collection:

Table 2

December 31, 2008 TCBA Balance’ $1,181,733

Revenue $(42,417,878)
Expenses $21,118,989
Interest $(8,114)

December 31, 2009 TCBA Balance | $(20,125,270)

IV. MARKET REDESIGN TECHNOLOGY UPGRADE MEMORANDUM
ACCOUNT (MRTUMA)

SDG&E filed Advice Letter 1867-E dated January 29, 2007 to request authority from the
Commission to establish the MRTUMA to record costs associated with implementing the
California Independent System Operator’s (CAISO) Market Research Technology Upgrade
(MRTU) tariff. All market participants were required to comply with the CAISO’s MRTU

> Approved in SDG&E’s 2009 ERRA Revenue Requirement Forecast proceeding, A.08-10-004/D.09-04-021.

% The disposition of the balance in the TCBA is addressed in the Testimony in Support of the 2009 Nuclear
Decommissioning Cost Triennial Joint Application (A.09-04-009) in direct testimony of SDG&E’s witness
Michelle Somerville.
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Tariff. The MRTU project required SDG&E to implement internal computer system changes in
order to ensure integration with the CAISO’s new MRTU systems. As described in the direct
testimony of SDG&E witness Tony Choi, SDG&E’s MRTU impacted SDG&E’s least-cost
dispatch (LCD) process. The most significant change was the creation of the Integrated Forward
Market (IFM) which 1) replaced the need for SDG&E to meet its load obligation with schedules
from its own resources and market transactions, 2) obviated the reliance on individual market
participants (including SDG&E) to efficiently dispatch resources system-wide through bilateral
transactions and 3) established a transparent day-ahead market clearing price for each hour and
for each electrically or commercially significant point on the CAISO system. The CAISO
implemented MRTU on April 1, 2009.

The purpose of the MRTUMA is to record the incremental operation and maintenance
and capital-related costs associated with implementing the California Independent System
Operator’s MRTU initiative. Interest is applied to any over or under collection balance at the
three-month Commercial Paper rate.

The disposition of the MRTUMA, as approved in SDG&E’s tariff®, requires SDG&E to
seek recovery of the balance in its ERRA proceeding. SDG&E believes that the costs and
expenses recorded to the MRTUMA are appropriate, correctly stated and recoverable in
accordance with applicable Commission policy and decisions. SDG&E requests recovery of the
balance in the MRTUMA as of December 31, 2009 and authorization to transfer that balance to
the NGBA as per the tariff disposition. The MRTUMA balance as of December 31, 2009 is $2.6
million undercollected. Attachment C to my testimony summarizes the monthly entries to the
MRTUMA to calculate the balance including monthly activity in the MRTUMA from May 2007
through December 31, 2009.

V. INDEPENDENT REVIEW ACCOUNTS

A. Procurement Transaction Auditing Memorandum Account (PTAMA)
In compliance with D.02-10-062 dated October 24, 2002 and as modified in D.03-12-062

dated December 18, 2003, SDG&E submits Quarterly Procurement Plan Compliance Reports to

7 December 31, 2007 balance was approved in A.08-05-036/D.09-01-026.

® Request to establish SDG&E’s MRTUMA Preliminary Statement was filed in AL 1867-E on January 29, 2007
and approved by the Commission on June 11, 2007 with an effective date of May 24, 2007.
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the Energy Division within 30 days of the end of the quarter. The Commission streamlined its
procedural process in which it reviews the compliance filings by having the utilities provide an
independent auditor’s certification that procurement transactions were reviewed and verified to
be in compliance with their adopted procurement plans. The Energy Division in conjunction
with each utility and its Procurement Review Group (PRG) selects an outside auditor to audit the
procurement transactions on a quarterly basis. The Commission either invoices SDG&E directly
for independent auditor costs or sends approved invoices for third party support costs to SDG&E
for payment. SDG&E has no discretion in creating or mitigating those costs. Costs associated
with the independent auditor are to be recorded to a memorandum account as authorized in D.03-
12-062.

In addition, D.04-01-050 dated January 22, 2004, authorized recording costs to the
PTAMA associated with the independent auditing of the risk management committee structure
for SDG&E procurement operations and any rules or reporting needed for SDG&E’s energy
procurement transactions with SoCalGas. Interest is applied to any over or under collection
balance at the three-month Commercial Paper rate.

The disposition of the PTAMA, as approved in SDG&E’s tariff’, requires SDG&E to
seek recovery of the balance in its ERRA proceeding. SDG&E believes that the costs and
expenses recorded to the PTAMA are appropriate, correctly stated and recoverable in accordance
with applicable Commission policy and decisions. The PTAMA balance as of December 31,
2009 is a $0.3 million undercollection. Upon review of these costs in this proceeding, SDG&E
is requesting authorization to transfer the balance including interest through December 31, 2010
to the ERRA balancing account for cost recovery. Attachment D to my testimony summarizes
the monthly entries to the PTAMA to calculate the balance including the monthly activity in
SDG&E’s PTAMA from October 2006 through December 2009. Also, upon transferring the
balance in the PTAMA to the ERRA, SDG&E also requests that the PTAMA be eliminated from
SDG&E’s preliminary statement as this account is no longer in use. These types are costs are
now recorded in the Independent Evaluator Memorandum Account (IEMA) pursuant to

D.04-12-048.

® Request for approval of SDG&E’s PTAMA Preliminary Statement was filed in AL 1820-E on August 15, 2006
and approved by the Commission on October 16, 2006 with an effective date of September 14, 2006.
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B. Independent Evaluator Memorandum Account (TEMA)
Senate Bill (SB) 1078, effective January 1, 2003, established the California Renewables
Portfolio Standard (RPS) Program. In compliance with SB 1078, CPUC D.03-06-071 and the

requirements of Rulemaking 01-10-024, SDG&E was required to implement RPS programs.
SDG&E’s solicitations for the RPS programs required bidders to provide both turnkey or buyout
options with Purchase Power Agreements. In D.04-12-048 dated December 16, 2004, the
Commission adopted a variety of safeguards and procedures that required the utilities to use
independent evaluators if affiliated entities bid in a procurement solicitation or if the utility
sought turnkey proposals. The Commission extended the requirement to use independent
evaluators for SDG&E’s RPS solicitations, in D.05-07-039 dated July 21, 2005.

SDG&E incurred $1.2 million in necessary costs from December 2006 through
December 2009 for independent evaluator services in compliance with D.05-07-039.

Pursuant to D.04-12-048 and D.05-07-039, the purpose of the IEMA is to record third
party costs associated with the use of independent evaluators in the Utility’s long-term
procurement activities and RPS programs. Interest is applied to any over or under collection
balance at the three-month Commercial Paper rate.

The disposition of the IEMA, as approved in SDG&E’s tariff'’, requires SDG&E to seek
recovery of the balance in its ERRA proceeding. SDG&E believes that the costs and expenses
recorded to the IEMA are both accurate and reasonable and therefore SDG&E should be allowed
to recover the balances recorded in those accounts. SDG&E requests recovery of the balance as
of December 31, 2009 in the IEMA and authorization to transfer the balance to the ERRA. The
IEMA balance as of December 31, 2009 is $1.2 million undercollected. Attachment E to my
testimony provides a monthly summary of the entries to the IEMA to calculate the balance
including monthly activity in SDG&E’s IEMA from December 2006 through December 2009.

Furthermore, SDG&E is requesting authorization to update the IEMA tariff disposition to
allow SDG&E to transfer the balance in the IEMA to the ERRA on an annual basis. The IEMA
transactions will continue to be reviewéd in the annual ERRA compliance proceeding through
the ERRA balancing account review; however, the number of memorandum accounts

individually listed in the compliance filing will be reduced.

1% Request for approval of SDG&E’s IEMA Preliminary Statement was filed in AL 1820-F on August 15, 2006 and
approved by the Commission on October 16, 2006 with an effective date of September 14, 2006.
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VL. RENEWABLES PORTFOLIO STANDARD MEMORANDUM ACCOUNT
(RPSMA)

As described above, Senate Bill (SB) 1078 established the California Renewables
Portfolio Standard (RPS) Program. The Program’s objective is to increase the amount of
California’s electricity generated from renewable resources to meet several identified purposes.
These purposes include increasing generation resource diversity, enhancing electric reliability,
protecting and improving public health, improving environmental quality and benefits,
promoting stable electricity prices, stimulating economic development, creating new
employment opportunities, and reducing reliance on foreign fuels. To achieve these purposes,
each California load serving entity (LSE) is required each year to procure a minimum quantity of
electricity from eligible renewable energy resources. Furthermore, pursuant to D.06-10-050, the
Commission required the LSE’s to supplement Commission resources and authorized the
Commission’s Executive Director to hire and manage a contractor, or contractors, to provide
technical and other support to assist staff. The Commission sends approved invoices for the RPS
third party support costs to PG&E, SCE and SDG&E for payment of these costs."! SDG&E has
no discretion in creating or mitigating those costs. In addition, D.06-10-050 authorized SDG&E
to establish the RPSMA to record the approved costs. Interest is applied to any over or under
collection balance at the three-month Commercial Paper rate.

The purpose of the RPSMA is to record the RPS technical contractor costs allocated to
SDG&E for the purpose of performing tasks related to advancing RPS Program goals. The total
annual costs incurred by the Commission shall not exceed $400,000 and payments to the
Commission can be recorded to the RPSMA until December 31, 2010.

The disposition of the RPSMA, as approved in SDG&E’s tariff', requires SDG&E to
seek recovery of the balance in its ERRA proceeding. SDG&E believes that the costs and
expenses recorded to the RPSMA are appropriate, correctly stated and recoverable in accordance
with applicable Commission policy and decisions. SDG&E requests recovery of the balance as
of December 31, 2009 in the RPSMA and authorization to transfer the balance to the ERRA.
The RPSMA balance as of December 31, 2009 is $82,873 undercollected. Attachment F to my

"' PG&E, SCE and SDG&E are invoiced for the third party support costs on a proportional basis in relation to the
annual retail sales used for the RPS Program compliance reporting, as reported in each March 1 report.

> Request for approval of SDG&E’s RPSMA Preliminary Statement was filed in AL, 2017-E on August 19, 2008
and approved by the Commission on September 25, 2008 with an effective date of August 19, 2008.
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testimony summarizes the monthly entries to the RPSMA to calculate the balance including
monthly activity in the RPSMA from March 1, 2009 through December 31, 2009.

Furthermore, SDG&E is requesting authorization to update the RPSMA tariff disposition
to allow SDG&E to transfer the balance in the RPSMA at the end of 2010 to the ERRA and to
eliminate the account from SDG&E’s preliminary statement at the end of 2010. The RPSMA
transactions will continue to be reviewed in the annual ERRA compliance proceeding through
the ERRA balancing account review however, the number of memorandum accounts

individually listed in the compliance filing will be reduced.

VII. GENERATION DIVESTITURE TRANSACTION COST MEMORANDUM
ACCOUNT (GDTCMA)

The Electric Utility Industry Restructuring Act (Assembly Bill “AB” 1890), enacted into
law on September 23, 1996, made the generation of electricity competitive in California. The
new structure allowed customers in most, but not all, electric utility service areas to choose their
electric generation supplier. In addition, a Power Exchange (“PX”) was created that functioned
as a clearinghouse to provide a transparent market for generation. Pursuant to AB 1890, D.95-
12-063 and as modified by D.96-01-009, SDG&E filed Application (“A.”) 97-12-039 with the
Commission on December 19, 1997 for authority to sell its electrical generation facilities (San
Onofre Nuclear Generating Station (“SONGS”), Encina Combustion Turbine Power Plant and
South Bay Power Plant) and its purchase power contracts. The proposed sales were consistent
with the Commission’s call for voluntary divestiture and the policy underlying electric industry
restructuring. On February 25, 1998, in light of the aforementioned application, SDG&E
received authorization to establish the GDTCMA13 to track costs incurred associated with
divesting its generation resources and purchase power contracts. Interest is applied to any over
or under collection balance at the three-month Commercial Paper rate.

The purpose of the GDTCMA is to record transaction costs incurred associated with
divestiture of its generating resources, including fossil power plants, combustion turbines,
SDG&E’s 20% interest in the SONGS and SDG&E’s portfolio of long-term power contracts.
Costs recorded in the GDTCMA shall include all costs other than SDG&E labor costs, incurred

by SDG&E to divest its generation resources, including but not limited to, fees, commissions,

AL 1066-E effective January 31, 1998.
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and costs for investment bankers, outside environmental consultants, other outside consultants,
and outside attorneys.

In accordance with D. 98-10-055, SDG&E divested the South Bay Power Plant in May
1999 and the Encina Combustion Turbine Power Plant in June 1999. The divestiture transaction
costs initially accumulated in the GDTCMA that were related to the sales of South Bay and
Encina were transferred to the TCBA',

The residual balance in the GDTCMA consists of divestiture transaction costs related to
the unsuccessful divestiture of SDG&E’s share of the SONGS. SONGS was a joint venture
owned by Southern California Edison (75% interest), SDG&E (20% interest) and the cities of
Anaheim and Riverside (5% interest). Transaction costs recorded to the GDTCMA related to the
SONGS divestiture include outside attorney fees and outside consulting fees. The attorney fees
incurred were necessary for SDG&E to receive legal advice regarding the disposition of the joint
venture. The consulting fees incurred were necessary for SDG&E to receive strategic consulting
services in divesting of SONGS. These costs are in compliance with costs identified in the
GDTCMA tariff.

The disposition of the GDTCMA, as approved in SDG&E’s tariff', requires SDG&E to
seek recovery of the balance by separate application to the Commission or by any other means
deemed appropriate by the Commission. SDG&E believes it is appropriate to include the
GDTCMA in its ERRA filing as it is a commodity-related cost and recovery of other
commodity-related costs have been addressed in prior ERRA compliance proceedings. SDG&E
believes that the costs and expenses recorded to the GDTCMA are both accurate and reasonable
and therefore SDG&E should be allowed to recover the balances recorded in those accounts. In
addition, The GDTCMA balance as of December 31, 2009 is a $0.3 million undercollection'®.
Upon review of these costs in this proceeding, SDG&E is requesting authorization to transfer the
balance including interest through December 31, 2010 to the TCBA for cost recovery. SDG&E
finds it reasonable to transfer the balance in the GDTCMA to the TCBA since SDG&E has

received prior authorization to transfer the costs associated with the divestiture of generation

" See D.98-10-055, Findings of Fact 17.

1% Request for approval of SDG&E’s GDTCMA Preliminary Statement was filed in AL 1820-E on August 15, 2006
and approved by the Commission on October 16, 2006 with an effective date of September 14, 2006.

'® SDG&E has reviewed the transactions in the account for reasonableness and has adequate supporting
documentation available for review upon request.
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facilities to the TCBA."” Attachment G to my testimony summarizes the monthly entries to the
GDTCMA to calculate the balance including monthly activity in the GDTCMA from June 1,
1998 through December 31, 2009. Also, upon transferring the balance in the GDTCMA to the
TCBA, SDG&E also requests that the GDTCMA be eliminated from SDG&E’s preliminary

statement as this account is no longer in use.

VIII. CONCLUSION

As directed in D.02-10-062 and D.02-12-074, SDG&E seeks approval of the entries and
calculations in its ERRA for the period January 2009 through December 2009 and requests that
the Commission find these entries and calculations appropriate, correctly stated and recoverable.
Furthermore, as directed in D.06-12-019, SDG&E seeks approval of the entries recorded to the
TCBA, also for the period January 2009 through December 2009 and requests that the
Commission find these entries and calculations appropriate, correctly stated and recoverable in
accordance with applicable Commission policy and decisions. In addition, SDG&E requests that
the Commission find the entries recorded in the MRTUMA, PTAMA and RPSMA appropriate,
correctly stated and recoverable in accordance with applicable Commission policy and decisions.
Lastly, SDG&E requests that the Commission find the entries recorded to the IEMA and
GDTCMA, as presented in this proceeding, are both accurate and reasonable and therefore
SDG&E should be allowed to recover the balances recorded in those accounts. SDG&E also
requests appropriate transfers of costs in the aforementioned memorandum accounts as well as
certain tariff \updates and the elimination of accounts no longer being used. SDG&E has made
the entries to the aforementioned regulatory accounts in accordance with its adopted tariffs and
in compliance with relevant Commission decisions.

This concludes my prepared direct testimony.

7 See D.98-10-055, Findings of Fact 17.
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IX. QUALIFICATIONS OF YVONNE M. LE MIEUX

My name is Yvonne M. Le Mieux. I am employed by San Diego Gas & Electric
Company (“SDG&E”), as a Regulatory Accounts Analyst, in the Regulatory Accounts
Department. My business address is 8330 Century Park Court, San Diego, California 92123.
My current responsibilities include the development, implementation and analysis of regulatory
balancing and memorandum accounts. I assumed my current position in January 2009,

I received a Bachelor of Science degree in Business Administration with Distinction in
Accounting from San Diego State University in 2003. I have been a Certified Public Accountant
(CPA), licensed in the State of California, since 2005 and a Certified Internal Auditor (CIA)
since 2006.

I have been employed with SDG&E and Sempra Energy since 2003. In addition to my
current position in Regulatory and Finance, I held a Senior Auditor position in the Audit Services
department under the Financial and Operational discipline (July 2004 — January 2009) and a
Staff’ Accountant position in the Sempra Energy Global Accounting department (June 2003 —
July 2004) at Sempra Energy’s corporate offices.

I have previously testified before this Commission.
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