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August 15, 2012 
 
The Honorable Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C.  20426 
 

Re: San Diego Gas & Electric Company’s Annual Transmission Owner 
Formula 3 Rate Change (Cycle 6) Filing; Docket No. ER12-___-___ 

Dear Secretary Bose: 

Pursuant to the Settlement that the Federal Energy Regulatory Commission 
(“Commission” or “FERC”) approved on May 18, 2007,1 San Diego Gas & Electric Company 
(“SDG&E”) tenders for filing its Transmission Owner (“TO”) Formula 3 (“TO3”), Cycle 62 
Informational Filing (“August 15th Filing”).  Consistent with the terms of the Settlement, the 
proposed effective date is September 1, 2012, both for this August 15th Filing and the 
Supplemental Filing, to be filed on October 2, 2012, as discussed briefly below and more fully in 
Section II. 

For Cycle 6, SDG&E is proposing a bifurcated process, consisting of the August 15th 
Filing and the Supplemental Filing (“Cycle 6 Filings”) to comply with Order on Compliance 
Filing,3 issued August 3, 2012, pertaining to TO3, Cycle 5 (Cycle 5 Order).  Based on technical 
conferences that SDG&E has held, SDG&E does not expect protests to the bifurcated procedure; 
however, SDG&E does expect that other aspects of the Cycle 6 Filings may be protested.  
Accordingly, SDG&E respectfully requests the Commission to:  (i) accept the Informational 
Filing and the Supplemental Filing when it is filed on October 2, 2012, to become effective 
September 1, 2012, subject to refund, (ii) set the matter for hearing and (iii) establish settlement 
procedures to provide parties with an opportunity to resolve any disputed issues. 

                                           
1 SDG&E filed the TO3 Settlement on March 27, 2007 in Docket Nos. ER07-284-000, et al.  On May 18, 2007, the 

FERC approved the Settlement in San Diego Gas & Electric Company, 119 FERC ¶61,169 (2007), subject to a 
subsequent compliance filing which was approved by letter order dated July 11, 2007, to become effective on July 
1, 2007. 

2 The term “Cycle” refers to the number of annual filings made under the applicable formula.  Cycle 6 is the sixth 
annual filing under the TO3 Formula. 

3 San Diego Gas & Elec. Co., 140 FERC ¶61,108 (2012). 



Kimberly D. Bose, Secretary 
August 15, 2012 
Page 2 of 6 
 
 
I. NATURE AND PURPOSE OF FILING 

This Filing revises SDG&E’s Base Transmission Revenue Requirements4 (“BTRR”) and 
increases transmission rates for retail End Use and California Independent System Operator 
(“ISO”) Wholesale customers under the terms of the TO3 Settlement.  Specifically, the 
Settlement authorizes SDG&E to charge its customers transmission rates that are revised 
annually on the basis of certain recorded and estimated costs reflected in an Informational 
Filing.5  Such rates will remain in effect for the Rate Effective Period beginning September 1 of 
that year through August 31 of the subsequent year. 

Here, the TO3 Cycle 6 rates, reflecting a revised BTRR for both retail End Use and ISO 
Wholesale Customers, will remain in effect for the 12-month Rate Effective Period beginning 
September 1, 2012.  The rates reflect the following components:  (1) Base Period Revenue 
Requirements for the 12-month period ending December 31, 2011; (2) Forecast Period Capital 
Addition Revenue Requirements for the 17-month period covering April 2012 through August 
2013; (3) True-Up (“True-Up” or “TU”) Adjustment for the 12-month True-Up Period ending 
March 31, 2012 and (4) an Interest True-Up Adjustment. 

To facilitate review of the revisions to the BTRR and associated rates for retail End Use 
and ISO Wholesale customers, SDG&E summarizes key elements of the Filing below in Section 
IV and in greater detail in the attached Appendices I and II. 

II. BIFURCATED PROCESS 

In the Cycle 5 Order, the Commission directed SDG&E to make a Compliance Filing (by 
October 2, 2012) expensing all of the wildfire insurance premiums and Wildfire Property Costs 
(Wildfire Costs) at issue in Cycle 5 to Account 925 without capitalizing any portion of those 
costs (Wildfire Capitalized Amounts).  SDG&E will make the Cycle 5 Compliance Filing as 
ordered. 

Because of the short time period (12 calendar days) between issuance of the Cycle 5 
Order and the August 15th due date for the Informational Filing, SDG&E was unable to perform 
the various analyses and calculations necessary to “back out” the Wildfire Capitalized Amounts 
from various accounts for the affected Prior Year and True-Up Period cost statements to be 
included in the August 15th Filing.  Accordingly, SDG&E proposes a bifurcated process to allow 
Cycle 6 to comply with the Cycle 5 Order consisting of the following Cycle 6 Filings: 

                                           
4 Unless otherwise defined in this letter and accompanying volumes referenced herein, capitalized terms are 

intended to have the meanings ascribed to them in SDG&E’s TO Tariff. 
5 Under the Settlement (Appendix VIII), on or before June 15 of each year, SDG&E is required to provide the 

California Public Utilities Commission with, and make available to any other interested parties by posting on 
OASIS at www.sdge.com\toforum, a Draft Informational Filing for review, comment and discussion prior to filing 
the final Informational Filing on August 15.  SDG&E made the requisite posting on June 15, 2012.  However, this 
August 15th Filing differs from the Draft Informational Filing that SDG&E posted on June 15th to reflect 
corrections and to comply with the Cycle 5 Order’s directive regarding expensing 100 percent of the Wildfire 
Costs to Account No. 925.  SDG&E discussed these changes in technical conferences. 
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1. The August 15th Filing which includes rates and cost statements expensing 100 
percent of the Wildfire Costs to Account 925 and an estimate of the Wildfire 
Capitalized Amounts and 

2. The October 2 Supplemental Filing which will include revised rates and cost 
statements reflecting 100% elimination of the Wildfire Capitalized Amounts.  
SDG&E’s current estimate of that adjustment is approximately $1,049,000.6  SDG&E 
will also make any other adjustments to cost statements and rates contained in the 
August 15th Filing, such as recalculating the Cycle 6 True-Up Adjustment due to the 
carry-over effects of the Cycle 5 Compliance Filing and other conforming changes. 

III. LIST OF DOCUMENTS SUBMITTED 

This Filing consists of the following Volumes: 

1. Volume 1 contains the transmittal letter, with Appendices I and II, TO3 Cycle 6 
Formula Cost of Service Statements, including Base Period, Forecast Period, 12-
month True-Up Adjustment Revenues and Interest True-Up Adjustment, which 
yield total revenues for retail End Use and ISO Wholesale customers (Exhibit 
SDG-1). 

2. Volume 2 consists of two parts: 

• Volume 2A contains the following: (1) a report that explains the results of the 
12-months ended March 2012 retail End Use TO3 Cycle 6 True-Up Period 
Adjustment; (2) a report that explains the cost of the Sunrise Powerlink 
Project (“Sunrise”); and (3) the Formula Cost of Service Statements 
supporting the End Use Customer True-Up Adjustment and the Interest True-
Up Adjustment. (Exhibit SDG-2A). 

• Volume 2B contains all Cost of Service Statements supporting the ISO 
Wholesale customers True-Up Adjustment and Interest True-Up Adjustment 
(Exhibit SDG-2B). 

3. Volume 3 consists of two parts: 

• Volume 3A contains work papers supporting Volume 1 and Base Period cost 
statement workpapers (Exhibit SDG-3A). 

• Volume 3B contains work papers supporting Volumes 2A and 2B, the True-
Up Cost of Service Adjustment work papers, Forecast Plant Additions, and 
the HV/LV transmission plant splits (Exhibit SDG-3B).  This Volume also 
contains work papers indicating SDG&E’s estimate of the Wildfire 

                                           
6 See Volume 3B (Work paper Tab “Estimated Adjustment to Revenues Related to Wildfire”) Page 1) of the August 

15th Filing. 
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Capitalized Amounts in the Cycle 6 BTRR noted in this transmittal letter as 
well as an estimate of the Wildfire Capitalized Amounts that are removed 
from the Cycle 6 Forecast Period. 

IV. SUMMARY OF TRANSMISSION FORMULA REVENUE REQUIREMENTS 
FOR THE TO3 CYCLE 6 RATE EFFECTIVE PERIOD 

SDG&E’s TO3 Cycle 6 formulaic BTRR for End Use customers (BTRREU) for the 12-
month Rate Effective Period beginning September 1, 2012 through August 31, 2013, will collect 
from retail End Use customers approximately $614.5 million in revenue requirements, 
representing a 54.2%  increase over the current revenue requirement.7  The End Use customer 
BTRR is comprised of the following components: 

  Retail Customer Wholesale Customer
2011 Base Period revenues = $ 300.3 million $ 298.0 million
Forecast Period revenues = $ 296.5 million $ 296.5 million
12-month TU Adjustment = $ 9.6 million $ 7.0 million
Interest TU Adjustment = $ 1.0 million $ 1.1 million
Franchise Fees/Uncollectibles = $ 7.1 million $ 6.2 million
Total = $ 614.5 million $ 608.8 million

 
The principal reasons for the increase in transmission rates above current rates are: (1) the 

inclusion in the Forecast Period (i.e., from April 1, 2012 through August 31, 2013), of 
approximately $1.617 billion8 of capitalized costs for Sunrise and approximately $439.2 million 
of other transmission plant additions in the Cycle 6, (2) an approximately $100 million increase 
in the 2011 Prior Year rate base and (3) expensing Wildfire Costs to Account. 925.  For this 
latter adjustment, approximately $159.2 million of Wildfire Property Costs and $72.5 million of 
Wildfire Insurance Premiums have been expensed to Account 925 for the True-Up Period and 
approximately $34.6 million and $70.7 million, respectively, have been expensed to Account 925 
for the Base Period. 

The forecast plant additions reflect numerous specific transmission projects the ISO has 
reviewed that are planned to be placed into service during the Forecast Period.  These projects 
are being developed to meet transmission capacity expansion and to maintain transmission 
reliability.9  Additionally, included in the Forecast Period are a number of wood to steel pole 
replacement projects to improve reliability and reduce wildfire risks in fire and wind-prone areas 
in San Diego County.  (See Volume 3B Work papers).  Total un-weighted transmission capital 
project costs in the Forecast Period including the Sunrise Powerlink project is equal $2.056 
billion and total weighted costs equal $1.824 billion.10  These estimated capital costs will 

                                           
7 See Volume 1 Statement BK-1 page 5 for Retail End BTRR and Statement BG page 1. 
8 This amount reflects a weighting of 100% of the total estimated Sunrise costs in the Forecast given an estimated in 

service date of June 2012. 
9 See Volume 3B True-Up Period work papers of this filing. 
10 Unadjusted for retirements. 
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automatically be trued up to actual costs in SDG&E’s future transmission filings to ensure 
customers pay no more and no less than actual costs. 

The Cycle 6 True-Up Adjustment of $9.6 million under-collection was caused primarily 
by the expensing, rather than the capitalizing, of Wildfire Costs.  The under-collection is 
explained in more detail in the True-Up Adjustment Report in Volume 2A of this filing. 

The TO3 Cycle 6 BTRR for ISO wholesale customers (BTRRISO) equals $608.8 million, 
based upon total gross load of 21,266 Gwhs for an overall unit rate of $28.63/Mwhs, 
representing a 52.33% increase for the Rate Effective Period.11  As indicated above, SDG&E has 
included an Appendix 1 to reflect ISO Transmission Access Charge information required by the 
ISO Tariff.12 

V. WAIVER 

Even though the bifurcation process is not provided for in the TO3 Formula or the 
Commission’s regulations, SDG&E believes that good cause exists to grant its request to allow 
for this process in this Cycle 6 proceeding.  Accordingly, SDG&E respectfully requests any 
waivers deemed necessary to permit the Cycle 6 Filings to become effective September 1, 2012, 
subject to refund and final Commission action in this proceeding.  No party will be harmed by 
this bifurcated process because all rates collected as of September 1 will be collected subject to 
refund. 

VI. SERVICE 

Copies of this Filing have been served on all parties to Docket No. ER08-1407, including 
the California Public Utilities Commission, the ISO, Pacific Gas and Electric Company, 
Southern California Edison Company and other participating transmission owners that have 
transferred operational control over their transmission facilities and entitlements to the ISO. 

  

                                           
11 See Comparison of CAISO Average HV-LV Rates work paper near the end of Volume 3B of this filing. 
12 As required by the CAISO Tariff, SDG&E as a Participating Transmission Owner (“PTO”) is required to file 

Appendix I as part of its transmission rate filings to show how the PTO separates its annual TRR into High and 
Low Voltage revenues. 
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VII. COMMUNICATIONS 

Correspondence and other communications concerning this Informational Filing should 
be addressed to:13 

Georgetta J. Baker 
Senior Counsel 
San Diego Gas & Electric Company 
101 Ash Street, HQ12 
San Diego, CA 92101 
Phone:  619-699-5064 
Fax:  619-699-5027 
E-mail:  gbaker@semprautilities.com 
 

James F. Walsh 
Senior Counsel 
San Diego Gas & Electric Company 
101 Ash Street, HQ12 
San Diego, CA 92101 
Phone:  619-699-5022 
Fax:  619-699-5027 
E-mail:  jfwalsh@semprautilities.com 
 

Ed Lucero 
Transmission Revenue and Budget Manager 
San Diego Gas & Electric Company 
8315 Century Park Court 
San Diego, CA 92123-1550 
Phone:  858-654-1781 
Fax:  858-637-3770 
E-mail:  elucero@semprautilities.com 
 

Steven Williams 
FERC Case Manager 
San Diego Gas & Electric Company 
8330 Century Park Court 
San Diego, CA 92123 
Phone:  858-650-6158 
Fax:  858-654-1788 
E-mail:  swilliams@semprautilities.com 
 

 
Respectfully submitted, 
 
/s/ GEORGETTA J. BAKER   
Georgetta J. Baker 
James F. Walsh 
Attorneys for 
San Diego Gas & Electric Company 

Enclosures 
 
cc: Debi Le Vine, Director CAISO 

Nicholas Sher, California Public Utilities Commission 

                                           
13 SDG&E requests waiver of Rule 203(b)(3) to the extent necessary to permit each of the individuals identified 

above to be placed on the Commission’s official service list in this proceeding. 



 

 

CERTIFICATE OF SERVICE 

I hereby certify that I have this day served a copy of the foregoing document upon each 

person designated on the official service list compiled by the Secretary in this proceeding.  In 

addition, I certify that I have also caused the foregoing to be served by overnight delivery upon 

the following: 

Frank Lindh 
General Counsel 
California Public Utilities Commission 
505 Van Ness Avenue 
San Francisco, CA 94102 
 
Nancy Saracino 
General Counsel 
California Independent System Operator Corporation 
151 Blue Ravine Road 
Folsom, CA 95630 

Dated at San Diego, California, this 15th day of August, 2012. 

 

/s/ JOEL DELLOSA   
Joel Dellosa 


































































































































































































































