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December 20, 2017

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, 2018 Annual RSBA Rate Revision,
Docket No. ER18-  -000

Dear Ms. Bose:

Pursuant to Section 35.7 of the Federal Energy Regulatory Commission’s (Commission
or FERC) Regulations !, San Diego Gas & Electric Company (SDG&E) encloses for filing
revisions to its Transmission Owner (TO) Tariff, FERC Electric Tariff, Original Volume 11
pertaining to SDG&E’s Reliability Services (RS) Revenue Requirement and related Rate
Schedules (RS Filing). > The proposed effective date is January 1, 2018.

SDG&E respectfully requests that the Commission accept the proposed RS Filing to
become effective January 1, 2018. The proposed effective date is mandated by Section 4 of
Appendix VI which requires SDG&E to file its annual RS rates in December, the month prior to
the month the RS rates are proposed to go into effect, and to use the recorded balance in the RS
Balancing Account (RSBA) as of November 30.

I. CONTENTS OF FILING

SDG&E’s RS Filing consists of the following:

1. This cover letter;
2. Attachment No.1, Clean Revised TO tariff sheets;
3. Attachment No. 2, Redline Revised TO tariff sheets;
4. Exhibit No. SDG-1, Testimony of Christian A. Soderlund;
5. Exhibit No. SDG-2, Testimony of Ray Utama,;
6. Exhibit No. SDG-3, Cost Statements; and
' 18 CFR §35.7.

2 FERC Electric Tariff, Original Volume 11, Appendix V and Appendix VII. The capitalized terms
have the meaning ascribed to them herein or in SDG&E’s TO Tariff.
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7. Attestation and Certificate of Service.
11. COMMUNICATIONS

Correspondence and other communications concerning this filing should be addressed to
the following:

Christopher M. Lyons Jeff Stein

Senior Counsel Transmission Revenue Manager

San Diego Gas & Electric Company San Diego Gas & Electric Company
8330 Century Park Court, CP32D 8315 Century Park Court

San Diego, CA 92123 San Diego, CA 92123

Phone: (858) 654-1559 Phone: (858) 636-5551

Fax: (619) 699-5027 Fax: (858) 637-7969

E-mail: CLyons@semprautilities.com E-mail: JStein@semprautilities.com

III. BACKGROUND

Pursuant to the California Independent System Operator Corporation’s (CAISO or ISO)
Tariff, the CAISO bills RS costs that it incurs to maintain reliable electric service in the ISO
Balancing Authority Area to the Responsible Utility or Participating Transmission Owners
(PTO). Such RS costs include Reliability Must Run (RMR) costs and CAISO Market Redesign
and Technology Update (MRTU) Exceptional Dispatch costs, including default costs.

For RMR, the CAISO conducts studies annually to identify generating units whose
availability and operation is required to ensure the local reliability of the grid. The CAISO
contracts with generation owners or operators of these generating units, which are designated as
RMR units, to ensure that the CAISO can dispatch the units to meet minimum requirements for
local grid reliability. The CAISO bills SDG&E the costs of the RMR units located within
SDG&E’s service territory. In addition, RMR units can provide reliability benefits in contiguous
PTO Service Territories, and in that case, each PTO would have a share of those RMR costs. The
CAISO has not designated any RMR units in 2018 that have RS benefits to SDG&E. However,
there are RMR costs related to the 2017 service year that are expected to be invoiced in 2018 and
are therefore included in the 2018 RMR cost forecast.

The CAISO issues “Exceptional Dispatches” to address reliability needs that cannot be
addressed through the normal operation of the ISO markets. When Exceptional Dispatch costs
are incurred due to “Transmission-Related Modeling Limitations,” the CAISO bills such costs to
a PTO as RS costs.

Consistent with its TO Tariff, SDG&E records all RS Costs in its RSBA. The RSBA is
designed to ensure that SDG&E neither over-collects nor under-collects from customers RS
Costs that the CAISO assesses SDG&E. Each year, SDG&E determines an RS Revenue
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Requirement, which includes the RSBA and a forecast of RS costs for the applicable service
year, and develops rates to collect that amount. SDG&E bills RS rates to all of its End-Use
Customers and its single Wholesale Customer serving load in SDG&E’s service area.

IV.  DESCRIPTION OF FILING
A. 2018 Reliability Service Costs

SDG&E proposes a RS Revenue Requirement from approximately $3.11 million for the
2017 service year to approximately $0.74 million for the 2018 service year, a decrease of
approximately $2.37 million. Statement BK, Exhibit No. SDG-3 sets forth the derivation of the
2018 RS Revenue Requirement of $0.74 million.

In Exhibit No. SDG-1, Mr. Soderlund explains that RS costs consist of RMR and
Exceptional Dispatch costs that the CAISO bills to SDG&E. Mr. Soderlund also explains and
quantifies the components of SDG&E’s 2018 RS forecasted costs and the basis for their
incurrence. Essentially, forecasted RMR costs have decreased $2.50 million from the 2017
forecast costs of approximately $2.72 million to approximately $0.22 million for 2018. The
forecasted Exceptional Dispatch costs have slightly decreased $0.03 million from the 2017
forecast costs of approximately $0.37 million to approximately $0.34 million for 2018.

In Exhibit No. SDG-2, Mr. Utama describes how he utilizes Mr. Soderlund’s 2018
forecast costs and the RSBA balance through November 30, 2017, to develop the RS Revenue
Requirement. Mr. Utama also describes the allocation of the RS Revenue Requirement to
SDG&E’s single wholesale customer and explains how RS costs are allocated to SDG&E’s retail
customer classes.

Exhibit No. SDG-3, Cost of Service Statements, includes the following Statements: AH,
BB, BD, BG, BH, BK and BL.

B. Proposed Revised Tariff Sheets

SDG&E proposes revisions to the following sections of its TO Tariff, in clean and
redlined mode:

Appendix V - Reliability Services Revenue Requirement has been revised to reflect the
2018 RS Revenue Requirement.

Appendix VII - Summary of Reliability Services Retail Transmission Rates has been
revised to reflect the 2018 Service Year rates.

Appendix VII - Wholesale RS Rate has been revised to reflect the 2018 rate.
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V. REQUEST FOR WAIVER AND OTHER FILING REQUIREMENTS

SDG&E believes that the information contained in this RS Filing provides a sufficient
basis for the Commission to accept it and conforms to general rules of applicability and to
Commission orders specifically applicable to SDG&E. Nonetheless, to the extent deemed
necessary, SDG&E requests that the Commission grant any and all waivers necessary to permit
the proposed rates in this RS Filing to become effective on January 1, 2018. SDG&E expressly
requests that the Commission waive the 60-day notice requirement, as it has done previously, to
permit SDG&E to comply with its TO Tariff’s requirement that SDG&E file annual RS rates in
December, the month prior to the month the RS Rates are proposed to go into effect. 3

VI. SERVICE

In addition to having copies of this letter and all enclosures available for public
inspection in SDG&E’s principal office located in San Diego, California, SDG&E has served
copies of this RS Filing to those persons on the official service lists in Docket Nos. ER13-941,
and ER17-547-000. SDG&E has also served the CPUC, the CAISO, Pacific Gas and Electric
Company, Southern California Edison Company and other PTOs that have transferred
operational control over their transmission facilities and entitlements to the CAISO.

Respectfully submitted,

/s/Christopher M. Lyons
Christopher M. Lyons

Attorney for

San Diego Gas & Electric Company

December 20, 2017
Enclosures

? See Central Hudson Gas & Electric Corporation, et al., 60 FERC 9 61,106, reh’g denied, 61 FERC 9
61,089 (1992), and Prior Notice and Filing Requirements Under Part 11 of the Federal Power Act,
64 FERC 9 61,139, clarified, 65 FERC 9 61,081 (1993). This requested waiver is also consistent with
the waivers previously granted in SDG&E’s RS proceedings, e.g., Docket No. ER08-389 (123 FERC
4 61,032 (2008)), and Docket Nos. ER09-451, ER11-2445, ER12-634 and ER14-683).



San Diego Gas & Electric Company
FERC Electric Tariff, Volume No. 11

APPENDIX V

Reliability Services Revenue Requirement

1. The Reliability Services Revenue Requirement of $743,000 is equal to the
forecast of Reliability Services payments the Participating TO will make to the
ISO during the twelve Month period following the Effective Date of the Rate
Schedule, the balance in the RS balancing account from the preceding year,

including an adjustment for franchise fees and uncollectible accounts expense.

2. The amount in (1) shall be effective until amended by the Participating TO in

accordance with Appendix VI to this Tariff.
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APPENDIX VII

Reliability Must-Run Charges for End Users!

[SEE ATTACHED]

I These charges represent the rates for recovery of the RMR revenue requirement.

Summary of Reliability Services Retail Transmission Rates

(A) (B) (C) Primary | (D) Secondary
Transmission | Transmission Level Level Demand
Level Energy | Level Demand Demand Rates
Rates Rates Rates
Line $/kWh $/kW-Mo $/kW-Mo $/kW-Mo Line
No. Customer Classes No.
1 Residential 0.00004 1
2 2
3 Small Commercial 0.00004 3
4 4
Medium & Large
5 Commercial/Industrial (1) 0.00002 0.01 0.01 0.01 5
Vehicle Grid Integration 0.00004
6 Rate (3) 6
7 7
8 Agricultural 8
Schedules PA and TOU-
9 PA 0.00003 9
10 Schedules PA-T-1(1) 0.00002 0.00 0.00 0.00 10
11 11
12 Street Lighting 0.00003 12
13 13
14 Standby Rate (2) 0.00 0.00 0.00 14

#302163




San Diego Gas & Electric Company
FERC Electric Tariff, Volume No. 11

2018 Service Year

(1) Demand rate applied to customers monthly maximum demand.
(2) Demand rate applied to standby customers contract demand.

(3) Volumetric rate applied to customer participants on the Vehicle Grid Integration
Pilot Program.

Wholesale RS Rate

$/kWh
Wholesale RS rate 0.00004

#302163



San Diego Gas & Electric Company
FERC Electric Tariff, Volume No. 11

APPENDIX V

Reliability Services Revenue Requirement

1. The Reliability Services Revenue Requirement of $7433;444,000 is equal to the
forecast of Reliability Services payments the Participating TO will make to the
ISO during the twelve Month period following the Effective Date of the Rate
Schedule, the balance in the RS balancing account from the preceding year,

including an adjustment for franchise fees and uncollectible accounts expense.

2. The amount in (1) shall be effective until amended by the Participating TO in

accordance with Appendix VI to this Tariff.
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APPENDIX VII

Reliability Must-Run Charges for End Users!

[SEE ATTACHED]

I These charges represent the rates for recovery of the RMR revenue requirement.

Summary of Reliability Services Retail Transmission Rates

(A) (B) (C) Primary | (D) Secondary
Transmission | Transmission Level Level Demand
Level Energy | Level Demand Demand Rates
Rates Rates Rates
Line $/kWh $/kW-Mo $/kW-Mo $/kW-Mo Line
No. Customer Classes No.
1 Residential 0.0000419 1
2 2
3 Small Commercial 0.0000445 3
4 4
Medium & Large
5 Commercial/Industrial (1) 0.00002 0.014 0.014 0.015 5
Vehicle Grid Integration 0.000044
6 Rate (3) 6
7 7
8 Agricultural 8
Schedules PA and TOU-
9 PA 0.0000344 9
10 Schedules PA-T-1(1) 0.00002 0.002 0.002 0.002 10
11 11
12 Street Lighting 0.000043 12
13 13
14 Standby Rate (2) 0.002 0.002 0.002 14

#302163




San Diego Gas & Electric Company
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20187 Service Year

(1) Demand rate applied to customers monthly maximum demand.
(2) Demand rate applied to standby customers contract demand.

(3) Volumetric rate applied to customer participants on the Vehicle Grid Integration
Pilot Program.

Wholesale RS Rate

$/kWh
Wholesale RS rate 0.0000416

#302163
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION
San Diego Gas & Electric Company ) Docket No. ER18-  -000

PREPARED DIRECT TESTIMONY
CHRISTIAN S.FSODERLUND
ON BEHALF OF
SAN DIEGO GAS & ELECTRIC COMPANY

L. INTRODUCTION

Q1: Please state your name and business address for the record.

Al: My name is Christian A. Soderlund, and my business address is 9060 Friars Road, San
Diego, CA 92108.

Q2: Briefly describe your present responsibilities at San Diego Gas & Electric Company
(SDG&E or Company).

A2: Iam a Senior Energy Administrator in the Electric Grid Operations Department.

Q3:  Briefly describe your educational and professional background.

A3: I have a Bachelor of Science in Mechanical Engineering, from Iowa State University, and
a Master of Business Administration from the University of San Diego. In addition, I am
a Registered Professional Engineer in the state of California. I have been employed at
SDG&E since June of 1978. During that time, I have held positions in Electric & Fuel
Procurement, Gas System Planning, and a variety of other positions before my current
assignment since November of 2004 to administer grid contracts.

Q4: Have you previously testified before the Federal Energy Regulatory Commission

(FERC or Commission)?

#310155
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Yes. I previously submitted direct testimony before the Federal Energy Regulatory
Commission in Docket Nos. ER09-451-000, ER10-474-000, ER11-2445-000, ER12-634-
000, ER13-598-000, ER14-683-000, ER15-175-000, ER16-546-000, and ER17-547-000.

PURPOSE

What is the purpose of your testimony?

The purpose of my testimony is to provide a forecast of the charges SDG&E expects to
incur in the year 2018 for Reliability Services (RS) from the California Independent
System Operator Corporation (CAISO) pursuant to the CAISO Tariff.

Please summarize SDG&E’s 2018 RS Forecast.

As shown in Exhibit No. SDG-1-1, SDG&E’s 2018 RS forecast is equal to $560
thousand, consisting of $217 thousand for Reliability Must Run (RMR) and $343
thousand for Exceptional Dispatch.

COMPONENTS OF RS COSTS

What are the components that make up the RS costs charged to SDG&E by the
CAISO?

There are two cost components of SDG&E’s RS charges:

1) RMR;

2) Exceptional Dispatch

How does the CAISO quantify and allocate RS RMR costs?

Annually, the CAISO conducts Local Capacity Technical Analysis studies to identify
generating units whose availability and operation is required to ensure the local reliability
of the grid. If needed, and in accordance with Section 41 of the CAISO Tariff, the

CAISO contracts with generation owners or operators of these generating units, which
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are designated as RMR units, to ensure that the CAISO can dispatch the units to meet
minimum requirements for local grid reliability. In addition, the CAISO Tariff Section
41.7 states that RMR units can provide reliability benefits in contiguous Participating
Transmission Owner (PTO) Service Territories, and in that case, each PTO would have a
share of those RMR costs. The costs of the RMR units located within SDG&E’s service
territory or non-service area RMR units in the case that the CAISO has determined a RS
benefit to SDG&E are billed to SDG&E by the CAISO. The CAISO has not designated
any RMR units in 2018 under Section 41 that have a RS benefit to SDG&E. However, as
shown in the Response to Q11, there are RMR costs related to the 2017 service year are
expected to be invoiced and recorded in 2018. The 2018 RMR cost forecast of $217
thousand is found in Exhibit No. SDG-1-1 Line 4.
How does SDG&E currently recover the RS costs and ensure that customers pay no
more or no less than actual costs?
Pursuant to SDG&E’s Transmission Owner Tariff, SDG&E records all RS costs and
revenues in its Reliability Service Balancing Account (RSBA). The RSBA tracks the
cumulative differences between revenues billed by SDG&E for Reliability Services and
SDG&E’s costs from the CAISO for such services. The difference between the revenues
collected from customers and costs incurred result in an over or under-collection. This
over or under-collection will be included in the next RS filing, thus ensuring that
customers pay no more or no less than SDG&E’s actual RS costs. For example, if
SDG&E forecasts 2018 RS Costs of $100 and is charged $110 by the CAISO, it would

create an under-collection in the RSBA of $10. The $10 under-collection will be

collected in the subsequent RS filing.
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RELIABILITY SERVICES RATE SCHEDULE COST FORECAST

How have RS costs changed for 2018?

SDG&E is forecasting that RS costs for 2018 will decrease. Exceptional Dispatch costs
are forecast to slightly decrease, and RMR costs are forecast to significantly decrease. As
noted in the Response in A8, and further described in the Response in A11, SDG&E is
forecasting a reduction in its share of RMR costs in 2018 related to the conversion of
AES Huntington Beach (AESHB) Generating Station Units 3 and 4 (HB 3 and 4) to
RMR voltage support service. For the 2018 RMR forecast, Exhibit No. SDG-1-2 has
Line 1 for HB 3 and 4 of $217 thousand. Exhibit No. SDG-1-2 Line 2 is the 2018
Exceptional Dispatch forecast of $343 thousand.

Please explain why SDG&E is including RMR costs in 2018 related to the
conversion of HB 3 and 4 to RMR service when the CAISO is not extending the HB
3 and 4 RMR Contract into the 2018 calendar year.

As a result of the unexpected long-term outage, and eventual shutdown, of San Onofre
Nuclear Generating Station Units 2 and 3, the CAISO Board of Governors, in September
2012, authorized CAISO Management to designate HB 3 and 4 for RMR service as
necessary to provide voltage support in the Los Angeles Basin and San Diego/Imperial
Valley local areas by the conversion of HB 3 and 4 to synchronous condensers. On
September 12, 2017, CAISO Management recommended to the CAISO Board of
Governors that the RMR Contract for HB 3 and 4 not be extended for 2018. In the
CAISO Board of Governors Meeting on September 19, 2017, the Board of Governors

authorized CAISO Management to not extend the HB 3 and 4 RMR Contract into 2018.
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Although the HB 3&4 RMR Contract is not being extended into 2018, there is normally a
two-month delay from the end of the RMR service month and the month that those RMR
costs are due, in accordance with the CAISO’s RMR Payment Calendar. Based on this,
the November and December 2017 Service Month RMR costs are expected to be paid in
2018, and are therefore being included as RMR costs in the 2018 RS Cost Forecast.
Could other RMR costs not being forecast for 2018 occur in 2018?
Yes. The RMR Agreement, in section 2.4 - Effect of Expiration or Termination, states:
“Expiration or termination of this Agreement shall not affect the accrued rights and
obligations of either Party, including either Party's obligations to make all payments to
the other Party pursuant to this Agreement or post-termination audit rights under Section
12.2.” Later, in Section 9.1 (b) states that the “Owner will submit to CAISO RMR
Invoices for each Month during the term of this Agreement, which are defined in this
Section 9.1(b) as follows: (i) Estimated RMR Invoice; (ii) Revised Estimated RMR
Invoice; (ii1) Adjusted RMR Invoice; and (iv) Revised Adjusted RMR Invoice.” Either
or both of these sections could result in RMR invoices being submitted to the CAISO
well beyond the service month in which they occurred. If these RMR costs occur, they
will be charged to the RSBA.
Please explain Exceptional Dispatch.
The Exceptional Dispatch portion of RS energy costs is driven by three main factors:
1) Responding to or preventing a CAISO System Emergency, or a situation that

threatens System Reliability;
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2) Responding to a CAISO “Other Exceptional Dispatch” situation, such as
providing Voltage Support, or responding, preventing, or minimizing a Market
Disruption;

3) Responding to a Transmission-Related Modeling Limitation due to, e.g.,
transmission maintenance, lack of voltage support, system conditions, including
threatened or imminent reliability conditions for which the CAISO’s Market or
System modeling is too slow or incapable of resolving.

How is Exceptional Dispatch priced?

Resources that are exceptionally dispatched are paid at either the Resource-Specific

Settlement Interval LMP, their Energy Bid cost, the Default Energy Bid cost, or the

Energy Bid cost at a negotiated price, consistent with Section 11 of the CAISO Tariff.

What are the challenges in forecasting Exceptional Dispatches for RS costs?

At a local level, the Exceptional Dispatch portion of RS costs is affected by four main

factors:

1) SDG&E total load level;

2) Local generating unit start times and cycling restrictions;
3) Import limitations; and
4) Planned and forced transmission reconfigurations.

The first two local level items can be reasonably modeled, but the last two are difficult to
predict. As a result, only a rough forecast can be made for reliability related RS energy.
In sum, Exceptional Dispatch is typically driven by either unforeseen or unplanned
events or market participant schedules that SDG&E does not and cannot have access to

because the CAISO treats this data as confidential. Since the energy price data and the
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units that could be exceptionally dispatched are not known ahead of time, the 2018
forecast is based on Exceptional Dispatch costs recorded in the most recent 12 months.
Any differential between the forecasted and actual amount of Exceptional Dispatch costs
for the 2018 period will be reflected in the RSBA. The estimate for these Exceptional
Dispatch costs for 2018 of $343 thousand is found in Exhibit No. SDG-1-1, Line 8.
What other factors make forecasting the variable energy component of RS costs
difficult for 2018?
As explained previously, it is a challenge to forecast RS energy. Moreover, an additional
assumption, i.e., the net contractual cost per MWh, is needed to turn the forecasted
energy into an RS cost. For Exceptionally Dispatched units, this net cost per MWh
described in A15 is based on market participant schedules that SDG&E does not and
cannot have access to because the CAISO treats this data as confidential.
Could other Exceptional Dispatch costs not forecast for 2018 occur in 2018?
Yes. In the current CAISO Tariff, section 11.29.7, it states that the CAISO will publish:
(1) Initial Settlement Statements T+3B on the third (3) Business Day from the relevant
Trading Day (T+3B), (i1) Recalculation Settlement Statements T+12B on the twelfth (12)
Business Day from the relevant Trading Day (T+12B), (iii) Recalculation Settlement
Statements T+55B on the fifty-fifth (55) Business Day from the relevant Trading Day
(T+55B), (iv) Recalculation Settlement Statements T+9M on the one-hundred and ninety-
fourth (194) Business Day after the Trading Day, which is approximately nine (9) months
after the Trading Day (T+9M) if necessary, (v) Recalculation Settlement Statements
T+18M on the three hundred and eighty third (383) Business Day after the Trading Day,

which is approximately eighteen (18) calendar months from the relevant Trading Day
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(T+18M) if necessary, (vi) Recalculation Settlement Statements T+35M on the seven
hundred and thirty-seventh (737) Business Day after the Trading Day, which is
approximately thirty-five (35) calendar months from the relevant Trading Day (T+35M)
if necessary, (vii) Recalculation Settlement Statements T+36M on the seven hundred and
fifty-ninth (759) Business Day after the Trading Day, which is approximately thirty-six
(36) calendar months from the relevant Trading Day (T+36M) if necessary, and (viii) any
Unscheduled Recalculation Settlement Statement issued pursuant to CAISO Tariff
Section 11.29.7.3. To the extent the CAISO produces any additional RS costs according
to the settlement cycle above, these RS costs will be charged to the RSBA.
Could other RS costs occurring prior to the Go Live date of the CAISO’s Market
Redesign Technology Initiative, MRTU, April 1, 2009 be invoiced in 2018?
Yes. Although not anticipated, in the event the CAISO determines or is required to rerun
a period that occurred prior to the April 1, 2009, which could involve RS charges, the
CAISO’s Business Practice Manual for Settlements and Billing, 3.3.2-Historic Rerun
Pass Through Bills, provides a process for billing these Historic Rerun charges in 2018.
To the extent these RS costs occur, they will be charged to the RSBA.
What is the expected fixed component of RS costs for 2018?
The fixed component of RS costs for 2018 of $217 thousand is found in Exhibit No.
SDG-1-1 Line 11.
What is the expected variable component of RS costs for 2018?
The variable component of RS costs for 2018 of $343 thousand is found in Exhibit No.
SDG-1-1 Line 12.

What are the expected total RS costs for 2018?
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The expected total RS Revenue Requirement for 2018 is found in Statement BK (RS
Revenue Requirement). Statement BK includes the under-collected RS balance as of
November 30, 2017 of $174 thousand and the total 2018 RS Forecast of $560 thousand.
See Exhibit No. SDG-1-1, Line 15 and Line 13, respectively.

Does this conclude your testimony?

Yes, it does.
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VERIFICATION

State of California )
County of San Diego )

Christian A. Soderlund, being first duly sworn, on oath, says that he is Christian A. Soderlund,
identified in the foregoing Prepared Direct Testimony, that he prepared or caused to be prepared
such testimony on behalf of San Diego Gas & Electric Company; that the answers appearing
therein are true to the best of his knowledge and belief, and that if asked the questions appearing

therein, his answers would, under oath, be the same.

RN

Christian A. Soderlund '

A notary public or other officer completing this certificate verifies only the identity of the individual who signed
the document to which this certificate is attached, and not the truthfulness, accuracy, or validity of that document.

State of California
County of San Diego

Subscribed and sworn to (or affirmed) before me on this I\ day of Mﬂ nbor— 2017,
by ( ' h {1 é‘h an A:. oégm l , proved to me on the basis of satisfactory evidence

to be the person(s) who appeared before me.

Notary Public

LINDA M. BAKER
Commission # 2121330
Notary Public - California
San Diego County =
Comm. Expires Aug 25, 2019
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UNITED STATES OF AMERICA
BEFORE THE
FEDERAL ENERGY REGULATORY COMMISSION

San Diego Gas & Electric Company ) Docket No. ER
PREPARED DIRECT TESTIMONY OF
RAY C. UTAMA
ON BEHALF OF
SAN DIEGO GAS & ELECTRIC COMPANY

Q1. Please state your name, position and place of employment.

Al. My name is Ray C. Utama, and I am a Senior Business / Economic Advisor in the
Customer Pricing department for San Diego Gas & Electric Company (SDG&E). My
business address is 8330 Century Park Court, San Diego, CA 92123-1530.

Q2. Please summarize your education.

A2. Ireceived a Bachelor of Science degree in Accountancy, with a minor in Economics,
from the San Diego State University in 2010. I am a Certified Public Accountant,
licensed in the state of California.

Q3. Please describe your professional experience and employment history.

A3.  Inmy current role, one of my responsibilities is to develop and analyze transmission
revenue requirements, retail cost allocation, and rate design for SDG&E in proceedings
before the Federal Energy Regulatory Commission (FERC or Commission). I have been
employed by the Sempra Energy family of companies since June 2010, and have been

employed in my current position with SDG&E since November 2016.

I. ORGANIZATION OF TESTIMONY

Q4. How is your testimony organized?

A4. My testimony is organized into the following sections:

#310257
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L. Organization of Testimony;
II. Introduction and Purpose of Testimony;
III.  Development of SDG&E’s Reliability Services (RS) Rates;
IV.  Revisions to Appendix VII; and

V. Summary

INTRODUCTION AND PURPOSE OF TESTIMONY

What is the purpose of your testimony?

The purpose of my testimony is to present proposed 2018 Reliability Services (RS) retail

and wholesale rates for SDG&E customers. In addition, my testimony presents proposed

conforming revisions to SDG&E FERC Electric Tariff, Volume 11, Appendix VII

(Appendix VII). Specifically, my testimony addresses the following:

1) Describes the development of SDG&E’s RS retail and wholesale rates based on
the costs addressed in the prepared direct testimony of SDG&E witness Christian
A. Soderlund, Exhibit No. SDG-1; and

2) Supports the rate revisions in Appendix VII.

DEVELOPMENT OF SDG&E’S RELIABILITY SERVICES (RS) RATES
A. RS Cost Components Used to Develop SDG&E’s RS Revenue Requirement

Please describe how the RS cost components are used to develop RS revenue
requirement components in the instant filing.

Statement BK (Derivation of RS Revenue Requirement), page 1, shown in Exhibit No.
SDG-3, derives SDG&E’s total RS Revenue Requirement of $0.743 million. Lines 8 and
9 show the demand and energy cost components of $0.217 million and $0.343 million,

respectively, brought forward from Statement AH (Operation and Maintenance
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Expenses), as shown in Exhibit No. SDG-3. Lines 2 and 3 show the demand and energy
cost components $0.151 million and $0.023 million, respectively, of the RS Balancing
Account under-collection of $0.174 million. The balancing account reflects the RS
revenue and RS expense activity for the period 12-months ending November 2017. Lines
16 and 17 reflect SDG&E’s applicable city franchise fee and uncollectible rates of $0.008
million and $0.001 million, respectively, which need to be added to the RS costs. Line
19 shows the total RS Revenue Requirement of $0.743 million.
Statement BK, page 1, separates the RS Revenue Requirement into demand and energy

cost components that are used for customer class allocation and rate design purposes.

B. Allocation of RS Costs to SDG&E’s Single Wholesale Customer

Please explain how you allocated the RS costs to SDG&E’s single wholesale
customer.

Consistent with the approach SDG&E took in last year’s RS Revenue Requirement filing
in Docket No. ER17-547 (accepted via Letter Order issued February 9, 2017), SDG&E
allocated RS costs to its sole wholesale customer on the basis of energy. SDG&E used
this method to remain consistent with the methodology used to charge customer class for
High Voltage and Low Voltage Transmission service under the California Independent
System Operator’s (CAISO) Tariff. Under the CAISO tariff, wholesale customers are
allocated and assigned fixed transmission costs using an energy allocation methodology.
Please explain the process SDG&E used to allocate RS costs to SDG&E’s single
wholesale customer and the RS rate derivation applicable to this customer.

In Statement BL (Rate Design Information), page 2, shown in Exhibit No. SDG-3, I first

calculated an average per kWh rate by dividing total RS Revenue Requirements of
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$0.743 million from Statement BK, demand plus energy costs, by the total energy sales
for all of SDG&E’s customers, adjusted by adding the distribution losses to reflect the
data as if measured at the transmission level. I then multiplied this energy rate by
SDG&E’s single wholesale customer’s annual energy sales to derive the amount of RS
revenues allocated or applicable to the wholesale customer. Once I derived the RS
revenues applicable to the wholesale customer, I subtracted this amount from the total RS
revenues to derive revenues applicable to retail End Use Customers. This calculation is
shown on Statement BL, page 2, at the bottom of the page. Once I subtracted the
wholesale revenue from the total RS Revenue Requirement, I then separated the total RS
Revenue Requirement in proportion to the total RS demand and energy costs, as shown at
the bottom of page 2. I then carried forward total demand and energy to Statement BL,

pages 3 and 4, and allocated the total to each customer class.

C. Allocation of RS Costs to SDG&E’s Retail Customer Classes

How is SDG&E proposing to allocate its RS costs to its retail customer classes?
SDG&E is proposing to allocate its RS costs consistent with the Order. Specifically,
SDG&E has allocated its fixed or demand related RS costs to retail customers using a 12-
coincident peak methodology (12-CP) as shown in Exhibit SDG-3, Statement BB
(Allocation Demand & Capability Data). Statement BB, shows a 5-year historical
average for each customer class.

This data is for the 5-year period ending December 31, 2015, using SDG&E’s most
current available information. The 5-year average is used to smooth out annual customer
class contributions to system peak data to provide customer class stability. As additional

yearly data is available, SDG&E will add the most current year of data and drop the
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oldest data to maintain a running 5-year average. Once the 5-year average is developed,
the 12-CP data, shown in Statement BB, is adjusted by adding the distribution losses for
each customer class to reflect the data as if it were measured at the transmission level,
consistent to what was done when developing the wholesale rate. Allocation of fixed
costs using all data at the transmission level will ensure that customer classes are
allocated demand costs on a consistent and equitable basis.
How did you allocate RS energy costs?
Consistent with the Order, SDG&E allocated RS energy costs using a customer class
energy allocation factor as shown in Exhibit No. SDG-3, Statement BD (Allocation
Energy and Supporting Data), page 2.
What cost statements show the results of allocating demand and energy costs to each
customer class?
Statement BL, page 3, shows the amount of demand costs allocated to each customer
class using the 12-CP demand allocation factor. Statement BL, page 4, shows the amount
of energy costs allocated to each customer class using the energy allocation factor. The
sum of the demand and energy costs allocated to each customer class is summarized on
Statement BL, page 5, Column C. This total represents the total RS Revenue
Requirement for each customer class.

D. RS Retail Customer Class Rate Design and Customer Rate Increase Impacts

What rate design is SDG&E using to recover the RS revenue requirement in RS
rates?
SDG&E is using the same rate design that FERC approved in its last RS filing in Docket

No. ER17-547-000, which went into effect on January 1, 2017. The customer classes,
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reflecting the current designations established by the California Public Utilities

Commission (CPUC), are as follows:

o Residential Customers — DR, DR-TOU, TOU-DR, EV-TOU, EV-TOU-2, DR-

SES, DM, DS, DT, DT-RV, TOU-DR1 and TOU-DR2.

) Small Commercial Customers — A, A-TC, A-TOU, TOU-A, and UM.

) Medium & Large Commercial/lndustrial Customers — AD, AY-TOU, AL-TOU,

DG-R, A6-TOU, OL-TOU and the Vehicle Grid Integration (VGI) Pilot Program.
o Agricultural — PA, TOU-PA, and PA-T-1.

o Street Lighting — DWL, OL-1, OL-2, LS-1, LS-2, and LS-3.

° Standby Service — S.

Is SDG&E proposing any rate design changes in this proceeding?

No. SDG&E is not proposing any changes in its rate design methodology for RS in this
proceeding.

What are the proposed retail and wholesale RS rates, by rate class, that SDG&E is
proposing?

The proposed retail and wholesale rates are shown in Exhibit No. SDG-3, Statement BL,
page 1.

How did you develop the rates shown in Exhibit No. SDG-3, Statement BL.?

On Statement BL, pages 7 through 14, I show the derivation of each rate. The first step
in the rate design process is to take the revenue requirement for each customer class, as
shown on page 5, Column C, and design the rates based on 2018 forecasted billing
determinants to collect this applicable revenue requirement. The rate design on pages 7

through 14 are explained in the explanatory notes that are shown in the reference column
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of each page. After designing each rate, [ rounded each rate to the appropriate significant
digit used by SDG&E for billing purposes. I then used the rounded rate to verify that it
proved out to recover the revenue requirement of the applicable customer class would be
recovered. This revenue proof on Column B of page 6 shows the difference between
customer class revenue requirements and proof of revenues to ensure that SDG&E
collects its entire RS revenue requirement.
In deriving the RS rates for the Medium & Large Commercial/Industrial class,
Schedule PA-T-1 of the Agricultural class, and Standby class, did you recognize the
fact that these customers are served at different voltage levels?
Yes, I did. In recognition of the fact that customers in these rate classes are served at
secondary, primary, and transmission voltage levels, SDG&E derived three voltage-
differentiated RS demand rates for these classes. Exhibit No. SDG-3, Statement BL,
pages 9, 12, and 14 show the derivation of these rates for the Medium & Large
Commercial/Industrial class, Schedule PA-T-1 of the Agricultural class, and the Standby

class, respectively.

REVISIONS TO APPENDIX VII

What revisions to SDG&E Appendix VII are you sponsoring?

I am sponsoring the revised RS rates in Appendix VII as follows:

o Appendix VII — Revised RS rates by End-Use-Customer class applicable to 2018
service.

. Appendix VII — Revised 2018 Wholesale RS Rate applicable to SDG&E’s lone

wholesale customer.
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Are you including the complete Appendix VII at this time to incorporate these
revisions?
Yes. Attachments No. 1 and No. 2 provide clean and redline versions of Appendix VII,
respectively, reflecting the revisions discussed above.
SUMMARY
What is your testimony recommending?
My testimony recommends that the Commission approve SDG&E’s 2018 RS retail and
wholesale rates as proposed.

Does this conclude your testimony?

Yes, it does.



VERIFICATION

State of California )
County of San Diego )

Ray Utama, being first duly sworn, on oath, says that he is Ray Utama, identified in the
foregoing Prepared Direct Testimony, that he prepared or caused to be prgpared such testimony
on behalf of San Diego Gas & Electric Company; that the answers appearing therein are true to
the best of his knowledge and belief, and that if asked the questions appearing therein, his

answers would, under oath, be the same.

72/
i

Ray Utama

A notary public or other officer completing this certificate verifies only the identity of the individual who signed
the document to which this certificate is attached, and not the truthfulness, accuracy, or validity of that document.

State of California
County of San Diego

Subscribed and sworn to (or affirmed) before me onthis_18  day of December 2017, by
Ray Utama , proved to me on the basis of satisfactory evidenge to be the person(s)

who appeared before me.

Notary Publj

ANN E. HEPPLER
Commission # 2067355
Notary Public - California g

< San Diego County
] e My Comm. Exgires May 8, 2018 g
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Exhibit No. SDG-3
San Diego Gas & Electric Company

2018 Reliability Service - Cost Statements
Table of Contents

Statement AH - Operation and Maintenance Expenses
o Estimated RS costs forecast for 2018

Statement BB - Allocation Demand & Capability Data
. Supports 12CP allocation factor and allocation of demand related RS costs.

Statement BD - Allocation Energy and Supporting Data
o Supports the allocation of energy related RS costs

Statement BG - Revenue Data to Reflect Changed Rates

o Monthly retail revenues showing proposed versus current rates during the rate
effective period of January through December 2018
o Monthly retail revenues using proposed rates during the Rate Effective Period of

January through December 2018

Statement BH - Revenue Data to Reflect Present Rates
o Monthly retail revenues using current rates during the Rate Effective Period of
January through December 2018

Statement BK -Derivation of RS Revenue Requirement

Statement BL -Rate Design Information

o Summary of proposed retail rates for Residential Customers, Small Commercial
Customers, Medium-Large Commercial Customers, Streetlighting Customers, and
Standby Customers

Allocation of demand related costs

Allocation of energy related costs

Summary of demand and energy costs

Proof of revenues

Individual customer class rate design for Residential Customers, Small
Commercial Customers, Medium-Large Commercial Customer, Vehicle Grid
Integration Pilot Customers, Street Lighting Customers and Standby Customers
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SDG&E Load Research Data: 2011-2015
Sum of 12 Coincident Peaks By Customer Class

Line Customer 5-Year Line
No. Class 2011 2012 2013 2014 2015 Average No.
1 |[KwW 1
2 |Residential 15,237,336 16,524,193 16,804,031 16,393,209 16,184,649 16,228,684| 2
3 |Small Commercial 4,098,701 3,938,733 4,086,556 4,064,724 3,992,760 4,036,295 3
4 |Med & Large Comm/Ind 17,652,022 17,103,728 16,856,833 17,772,094 18,179,541 17,512,844] 4
5 |PA 143,951 121,150 98,964 142,404 129,769 127,248] 5
6 |PAT1 233,600 244,207 371,161 266,202 253,948 273,824| 6
7 |Lighting 127,130 141,103 99,724 114,374 93,945 115,255] 7
8 |Total System 37,492,740 38,073,114 38,317,269 38,753,007 38,834,612 38,294,150 &
9 9
10 10
11 11
12 |% of Total System 12
13 |Residential 40.6% 43.4% 43.9% 42.3% 41.7% 42.4%| 13
14 |Small Commercial 10.9% 10.3% 10.7% 10.5% 10.3% 10.5%| 14
15 |Med & Large Commv/Ind 47.1% 44.9% 44.0% 45.9% 46.8% 45.7%| 15
16 |PA 0.4% 0.3% 0.3% 0.4% 0.3% 0.3%]| 16
17 |PAT1 0.6% 0.6% 1.0% 0.7% 0.7% 0.7%| 17
18 |Lighting 0.3% 0.4% 0.3% 0.3% 0.2% 0.3%] 18
19 |Total System 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%]| 19
20 20
21 21
22 Medium & Large C/lI Breakdown: Service Voltage Level & Standby Demand 22
23 23
24 Customer 5-Year 24
25 Class Average 25
26 |KW 26
27 |Med & Large Comm/Ind 27
28 Secondary 12,163,628] 28
29 Primary 3,395,680 29
30 Transmission 1,334,620| 30
31 Subtotal 16,893,928| 31
32 32
33 |Standby 33
34 Secondary 35,194 | 34
35 Primary 357,700 | 35
36 Transmission 226,022 | 36
37 Subtotal 618,916 37
38 38
39 |Med & Large Comm/Ind Total 17,512,844 | 39
40 40
41 |PAT1 41
42 Secondary 227,000| 42
43 Primary 46,824 43
44 Transmission 0| 44
45 Subtotal 273,824| 45
46 46

Statement BB Page 2
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Revenue Data to Reflect Changed Rates
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San Diego Gas & Electric Company

Statement — BK
Derivation of RS Revenue Requirement

Docket No. ER18- -
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ATTESTATION RE SAN DIEGO GAS & ELECTRIC’S
2018 Annual RSBA Rate Revisions
(18 CFR § 35.13 (d)(7))

I, John D. Jenkins, attest that | am Vice President of Electric Engineering and
Construction for San Diego Gas & Electric (“SDG&E"), and to the best of my knowledge and
belief, the cost of service statements and supporting data submitted as part of this filing are
true, accurate, and current representations of SDG&E’s books and other corporate documents.

/d/(@/@oz? A

Date // John DY Jenkins

ACKNOWLEDGEMENT

A nolary public or oter oo complefing his cetficate verfies only the ity of the
Indivdual who signed the document o which s cerficats s afached, and no he
trufhlness, accuracy, o valiftyofthat document,

State of California
County of San Diego )

On Decemeea  |8™ 2017 before me, Ann E. Heppler, a Notary Public, personally
appeared John D. Jenkins, who proved to me on the basis of satisfactory evidence to be the
person whose name is subscribed to the within instrument and acknowledged to me that he
executed the same in his authorized capacity, and that by his signature on the instrument the
person, or the entity upon behalf of which the person acted, executed the instrument.

| certify under PENALTY OF PERJURY under the laws of the State of California that the
foregoing paragraph is true and correct.

ANN E. HEPPLER
Commission # 2067355 5
Notary Public - California z

&2y San Disgo County
1 IS My Comm. Expires May 8, 2018 ‘

WITNESS my hand and official seal.

Ann E. Hceﬁplemwub‘lﬁ ‘




CERTIFICATE OF SERVICE

I hereby certify that I have this day served an electronic copy of the foregoing document
upon each person designated on the official service list compiled by the Secretary in Docket No.
ER13-941-000 and ER17-547-000. In addition, I certify that 1 have also caused the foregoing to
be served upon the following:

Arocles Aguilar (via Overnight Mail)
General Counsel

California Public Utilities Commission
505 Van Ness Avenue

San Francisco, CA 94102

Roger Collanton (via Overnight Mail)

General Counsel

California Independent System Operator Corporation
250 Outcropping Way

Folsom, CA 95630

Dated at San Diego, California, this 20th day of December, 2017.

/s/ Jenny Norin

Jenny Norin

San Diego Gas & Electric Company
8330 Century Park Court, CP32D
San Diego, California 92123

(858) 654-1716
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