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Georgetta Baker 
Senior Counsel 

 
101 Ash Street 

San Diego, CA  92101 
 

Tel: 619-699-5064 
Fax: 619-699-5027 

GBaker@semprautilities.com 

May 10, 2013 
 
 

Kimberly D. Bose, Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C.  20426 
 
Re: San Diego Gas & Electric Company, Docket Nos. ER12-2454-000 and 

ER12-2454-001 
 
Dear Secretary Bose: 

In accordance with Rule 602 of the Federal Energy Regulatory Commission’s Rules of 
Practice and Procedure, 18 C.F.R. § 385.602 (2012), San Diego Gas & Electric Company 
(“SDG&E”) submits the following documents in the above-referenced proceeding: 

1. Explanatory Statement; 

2. Offer of Settlement and Settlement Agreement (“Settlement”); 

3. Statements BG, BK1, BK2 and BL, Appendix I1 and other applicable work papers; 

4. A draft Commission letter order approving the Settlement; and 

5. Certificate of Service. 

Please provide a copy of these documents to Administrative Law Judge H. Peter Young, 
the Settlement Judge to whom this proceeding has been assigned. 

SDG&E requests that comments on the Settlement be due on May 20, 2013, and that 
reply comments be waived unless they are deemed necessary to clarify the record.  If reply 
comments are deemed necessary, they will be filed no later than May 24, 2013.  SDG&E is not 
aware of any opposition to either the waiver of reply comments in the afore-mentioned 
circumstance or the abbreviated comment deadlines requested by SDG&E. 

                                                      
1 Appendix I sets forth SDG&E’s California Independent System Operator Corporation’s (“CAISO”) High Voltage 

and Low Voltage Transmission Revenue Requirements consistent with the terms set forth in the Settlement. 
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#276449 

UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 
 

San Diego Gas & Electric Company )  Docket Nos. ER12-2454-000 and 
    ER12-2454-001 

 
EXPLANATORY STATEMENT 

 
I. 

INTRODUCTION 

Pursuant to Rule 602 of the Commission’s Rules of Practice and Procedure, 18 C.F.R. 

§ 385.602 (2011), San Diego Gas & Electric Company (“SDG&E”) hereby submits this 

Explanatory Statement describing the terms and conditions of the Offer of Settlement and 

Settlement Agreement (the “Settlement Agreement” or “Settlement”) in the above-referenced 

proceeding.  Counsel for SDG&E is authorized to represent that all the participants listed below 

do not oppose the Settlement Agreement.1  SDG&E believes this Settlement Agreement is 

uncontested. 

This Settlement Agreement resolves all but one issue set for hearing in Order on Annual 

Formula Rate Filing and Establishing Hearing and Settlement Judge Procedures (“Order”).2  

The Order addresses the wholesale and retail end-use Base Transmission Revenue Requirements 

                                                      
1 The following entities do not oppose the Settlement Agreement:  the Commission Trial Staff; the 

California Public Utilities Commission; Pacific Gas and Electric Company; the California Department 
of Water Resources State Water Project (“SWP”); the M-S-R Public Power Agency and the City of 
Santa Clara, California, doing business as Silicon Valley Power (collectively “M-S-R/SVP”); the Cities 
of Anaheim, Azusa, Banning, Colton, Pasadena, and Riverside, California (collectively “Six Cities”); 
the Modesto Irrigation District; Transmission Agency of Northern California and Northern California 
Power Agency.  

2 San Diego Gas & Electric Company, 141 FERC ¶61,273 (2012).  The Order, among other things, 
accepted SDG&E’s Cycle 6 Informational Filing, consisting of an August 15th Filing, as amended by 
an October 2, 2013 Supplemental Filing, to become effective September 1, 2012, subject to refund and 
conditions.  The term “cycle” refers to the number of informational filings SDG&E has made under the 
TO3 Formula. 
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(“BTRR”) that SDG&E filed to recover in this annual, i.e., Cycle 6, Informational Filing 

(“Filing”) under its Third Transmission Owner (“TO”) formula rate mechanism (“TO3”).3 

The one unresolved issue pertains to the recovery of the $23 million in third-party 

liability wildfire-related costs in this proceeding (“Litigation Issue” or “Issue”).  The California 

Public Utilities Commission (“CPUC”) has protested this Issue and has reserved its rights to 

litigate this Issue in this proceeding (i.e., whether SDG&E may recover the $23 million in third-

party wildfire-related costs from ratepayers). 

The Settlement also provides for a shortened comment period for initial comments and a 

waiver of reply comments unless controversial issues are raised in initial comments. 

II. 
PROCEDURAL HISTORY 

On August 15, 2012, SDG&E filed its Cycle 6 Informational Filing, consistent with its 

TO3 Formula, and proposed a bifurcated process consisting of the August 15th Filing as amended 

by a Supplemental Informational Filing on October 2, 2012 to comply with Order on 

Compliance Filing, issued August 3, 2012, in SDG&E’s Cycle 5 rate proceeding in Docket No. 

ER11-4318 (Compliance Order).4 

                                                      
3 The Commission adopted the TO3 Formula in San Diego Gas & Electric Company, 119 FERC ¶ 

61,169 (2007), when it approved the TO3 Settlement permitting SDG&E to effectuate rate changes via 
annual informational filings.  Those filings are filed on August 15th with revised rates becoming 
effective September 1 of the then current year and running through August 31 of the following year. 
The TO3 Formula will remain in effect from July 1, 2007 through August 31, 2013. 

4 San Diego Gas & Electric Company, 140 FERC ¶61,108 (2012).  The Compliance Order required 
SDG&E to make a compliance filing expensing all wildfire insurance premiums and wildfire-related, 
third-party property losses and legal expenses at issue in Cycle 5 to Account No. 925 by October 2, 
2012.  SDG&E was unable to make the requisite revisions for Cycle 6 by August 15th and requested 
leave to supplement the August 15th Informational Filing concurrently with the Cycle 5 Compliance 
Filing. 
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The Order granted SDG&E’s request to bifurcate its Cycle 6 Informational Filing and 

accepted both the August 15th Informational Filing and the October 2nd Supplemental Filing to 

become effective, subject to refund, on September 1, 2012. 

The TO3 Formula authorizes SDG&E to revise its transmission rates annually based on 

specified recorded and estimated cost inputs.  To the extent estimated costs differ from actual 

costs, the differential is trued up in the subsequent cycle.  Essentially, the TO3 Formula is 

intended to ensure that SDG&E matches its costs with its revenues such that at the end of the 

day, SDG&E recovers from ratepayers no more and no less than the costs SDG&E incurs to 

provide transmission service. 

In its cover letter to the August 15th Filing, SDG&E noted that consistent with the TO3 

Settlement, it had posted a draft Filing on its web site on June 15, 2012 and had held several pre-

filing technical and settlement conferences with interested parties.  While SDG&E did not expect 

any protests to the proposed bifurcated process, it did anticipate that parties might protest aspects 

of its Filing.  In fact, various parties, including the CPUC, Six Cities, M-S-R/SVP and SWP did 

protest limited aspects of the Filing,5 including whether SDG&E should be permitted to 

capitalize, rather than expense, fire mitigation and post-construction environmental costs 

associated with the Sunrise Powerlink Project (“Sunrise”).  The CPUC also raised issues 

regarding whether SDG&E (1) had violated the provision in the TO3 Settlement Agreement 

requiring SDG&E to submit its capital projects to both the CPUC and an independent engineer 

for review and (2) should be permitted to recover the $23 million in third-party liability wildfire-

related costs at issue in this proceeding, i.e., the Litigation Issue.  As noted, the Order established 

hearing and settlement judge procedures. 

                                                      
5 See Order, PP 15-23 for a more detailed discussion of the Protests. 
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On January 9, 2013, the Chief Judge issued an order appointing Judge H. Peter Young as 

the Settlement Judge.  On that same date, Judge Young issued an Order convening a settlement 

conference for January 16, 2013.  This Settlement Agreement, which resolves all of the 

outstanding issues set for hearing except for the Litigation Issue, is the product of that settlement 

conference which was conducted under the guidance of Judge Young. 

III. 
DESCRIPTION OF THE SETTLEMENT AGREEMENT 

Section II. A., paragraphs 1 and 2, reflect a reduction in the Wholesale BTRR to 

$603.9 million6 to account for the expensing rather than capitalization of the Defensible Space 

Fire Mitigation Trust and Post-Construction Environmental Costs7 associated with Sunrise. 

Section II. B. reflects a reduction in the Retail BTRR to $609.7 million8 for those same 

reasons. 

Section II.C, paragraphs 1 and 2, reflect an agreement between SDG&E and the CPUC 

that an Engineering Review Process (“Process”) will be established in SDG&E’s recently-filed 

Fourth rate mechanism (“TO4”) in Docket No. ER13-941 (“TO4 Proceeding”).  Details of the 

Process will be negotiated as part of a comprehensive settlement in the TO4 Proceeding. 

Section II. D. sets forth detailed procedures governing the Litigation Issue.  Procedures 

provide for, among other things, the filing of:  (i) a motion to hold the Issue in abeyance by the 

CPUC, (ii) answers to such motion by SDG&E, the Commission Trial Staff and parties and (iii) 

                                                      
6 The Wholesale BTRR was $608.8 million in the August 15th Filing and $605.1 million in the 

Supplemental Filing. 
7 Post-Construction Environmental Costs pertain to developing and implementing, among other things:  

(a) a Raven Control Plan to protect the flat tailed horned lizard habitat; (b) a long-term plan to protect 
National Register of Historic Places from impacts such as erosion; and (c) a long-term plan to control 
invasive plant species that are disruptive to Peninsular Bighorn Sheep. 

8 The Retail BTRR was equal to $614.5 million in the August 15th Filing and $610.9 million in the 
Supplemental Filing. 
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briefs on the scope and track of the hearing on the Issue.  Finally, no hearing will commence 

prior to a Commission ruling on the scope and track of the hearing on the Issue.  If the CPUC 

declines to litigate this Issue, then this Issue is settled for this proceeding. 

Section II.E., paragraphs 1 and 2, set forth the methodology by which SDG&E will 

refund payments that SDG&E may have received in excess of those that SDG&E would have 

received under the BTRRs set forth in the Settlement Agreement and as a result of the hearing on the 

Litigation Issue, if any, both for the Independent System Operator Corporation wholesale purposes and 

for retail End Use purposes. 

Section II. F. provides for the resolution of all issues set for hearing except for the 

Litigation Issue if it is litigated.  If it is not litigated, the Settlement resolves all issues set for 

hearing. 

Section II. G. contains language relating to the non-precedential nature of the Settlement 

Agreement and parties’ rights to enforce their respective rights and obligations under the 

Settlement Agreement in future proceedings. 

Section II. H. states that agreement to or acquiescence in the Settlement Agreement shall 

not constitute an admission, nor shall the Commission’s approval of the Settlement Agreement 

be deemed a settled practice. 

Section II. I. specifies that Rule 602 of the Commission’s Rules of Practice and 

Procedure, 18 C.F.R. § 385.602, is applicable to all settlement communications in this docket. 

Section II. J. specifies the conditions under which the Settlement Agreement will 

become effective. 

Section II. K. addresses the non-severability of the Settlement Agreement’s terms and 

specifies the process for addressing any modifications to the Settlement Agreement that may be 

directed by the Commission. 
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Section II. L. states that the Settlement Agreement supersedes all previous 

representations, understandings, negotiations, and agreements, whether written or oral, and 

constitutes the entire offer of settlement with respect to the matters at issue in this proceeding. 

Section II. M. provides that the standard of review for modifications to the Settlement 

Agreement shall be the just and reasonable standard. 

IV. 
REQUIRED INFORMATION 

In accordance with the Chief Administrative Law Judge’s Notice to the Public, 

Information to be Provided with Settlement Agreements, dated October 15, 2003, as revised 

October 23, 2003, SDG&E provides the following: 

A. What are the issues underlying the Settlement Agreement and what are the 
major implications? 

The issues underlying the Settlement Agreement concern the appropriate wholesale and 

retail BTRRs for SDG&E. 

B. Whether any of the issues raise policy implications. 

None of the issues resolved by the Settlement Agreement have policy implications, 

especially since settlements, by their very nature, are non-precedential. 

C. Whether any other pending cases may be affected. 

SDG&E is not aware of any other pending cases that may be affected by this Settlement 

Agreement. 

D. Whether the Settlement Agreement involves issues of first impression, or if 
there are any previous reversals on the issues involved. 

SDG&E does not believe that this Settlement Agreement involves issues of first 

impression, nor is the undersigned counsel for SDG&E aware of any previous reversals on the 

issues involved. 
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E. Whether the proceeding is subject to the just and reasonable standard or 
whether there is Mobile-Sierra language making it the standard, i.e., the 
applicable standards of review. 

The Settlement Agreement provides that the standard for modifications to the Settlement 

Agreement is the just and reasonable standard. 

V. 
COMMENTS 

SDG&E has requested a shortened comment period such that initial comments will be 

due no later than May 20, 2012.  SDG&E also requests that reply comments be waived, unless 

controversial issues are raised in initial comments warranting reply comments.  In that case, the 

period for reply comments would also be shortened to May 24, 2012.  No participant in this 

proceeding has indicated that it opposes either SDG&E’s request for a waiver of reply comments 

in the afore-mentioned circumstance or SDG&E’s request for shortened comment and reply 

comment periods. 

Section II.D of this Settlement Agreement provides for, among other things, the filing of 

various motions and answers connection with the Litigation Issue and Commission ruling(s) on 

such matters prior to commencement of a hearing on the Litigation Issue.  SDG&E respectfully 

requests that the Commission order approving this Settlement designate the Chief Administrative 

Law Judge, or his designee, to handle such pre-hearing matters. 

VI. 
CONCLUSION 

The Settlement Agreement achieves a fair and equitable resolution of the issues presented 

in this proceeding and appropriately allocates the limited resources of this Commission and of 

the participants in this proceeding.  Furthermore, the Settlement Agreement results in rates that 

are fair and reasonable and in the public interest in accordance with Commission Rule 602(g)(3), 

18 C.F.R. §385.602(g)(3). 
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Accordingly, in view of the foregoing, SDG&E requests the Commission to find that the 

Settlement Agreement is in the public interest and to approve it without modification. 
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UNITED STATES OF AMERICA 
BEFORE THE 

FEDERAL ENERGY REGULATORY COMMISSION 
 
 

San Diego Gas & Electric Company Docket Nos.  ER12-2454-000 and 
   ER12-2454-001 

 
 

OFFER OF SETTLEMENT AND SETTLEMENT AGREEMENT 
 

I. 
INTRODUCTION 

San Diego Gas & Electric Company (“SDG&E”), pursuant to Rule 602 of the Rules of 

Practice and Procedure of the Federal Energy Regulatory Commission (the “Commission” or 

“FERC”), 18 C.F.R. §385.602 (2011), offers and agrees to the terms of this Offer of Settlement 

and Settlement Agreement (“Settlement” or Settlement Agreement”). 

This Settlement Agreement resolves all but one issue set for hearing and settlement judge 

procedures in Order on Annual Formula Rate Filing and Establishing Hearing and Settlement 

Judge Procedures (“Order”).1  The Order addresses the wholesale and retail end-use Base 

Transmission Revenue Requirements (“BTRR”) that SDG&E filed to recover in its annual, i.e., 

Cycle 6, Informational Filing pursuant to its Third Transmission Owner (“TO”) formula rate 

mechanism (“TO3”).2 

                                                      
1 San Diego Gas & Electric Company, 141 FERC ¶61,273 (2012).  The Order, among other things, 

accepted SDG&E’s Cycle 6 Informational Filing, consisting of an August 15th Filing, as amended by 
an October 2, 2013 Supplemental Filing, to become effective September 1, 2012, subject to refund and 
conditions.  The term “cycle” refers to the number of Informational Filings SDG&E has made under 
the TO3 Formula. 

2 The Commission adopted the TO3 Formula in San Diego Gas & Electric Company, 119 FERC ¶ 
61,169 (2007), when it approved the TO3 Settlement permitting SDG&E to effectuate rate changes via 
annual informational filings.  Those filings are filed on August 15th with revised rates becoming 
effective September 1 of the then current year and running through August 31 of the following year. 
The TO3 Formula will remain in effect from July 1, 2007 through August 31, 2013. 
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The one unresolved issue pertains to the recovery of the $23 million in third-party 

liability wildfire-related costs (“Litigation Issue” or “Issue”).  The California Public Utilities 

Commission (“CPUC”) has protested this Issue and has reserved its rights to litigate this Issue in 

this proceeding (i.e., whether SDG&E may recover the $23 million in third-party wildfire-related 

costs from ratepayers). 

SDG&E expects that this Settlement Agreement will be uncontested. 

A. Non-Opposition to the Settlement 

The following entities have authorized the undersigned counsel for SDG&E to represent 

that they do not oppose this Settlement:  the Commission Trial Staff; the California Public 

Utilities Commission, Pacific Gas and Electric Company; the California Department of Water 

Resources State Water Project; the M-S-R Public Power Agency and the City of Santa Clara, 

California, doing business as Silicon Valley Power; the Cities of Anaheim, Azusa, Banning, 

Colton, Pasadena, and Riverside, California, the Modesto Irrigation District; Transmission 

Agency of Northern California and Northern California Power Agency. 

B. Shortened Comment Period and Waiver 

In accordance with Rule 602(d) of the Commission’s Rules of Practice and Procedure, 18 

C.F.R. §385.602(d), this Settlement Agreement is being served on all participants in this 

proceeding.  Under Rule 602(f), 18 C.F.R. §385.602(f), those entities will have an opportunity to 

comment on this Settlement Agreement.  To expedite the resolution of this proceeding, SDG&E 

requests a shortened comment period such that initial comments will be due ten (10) days after 

the filing of this Settlement Agreement.  SDG&E also requests that reply comments be waived 

unless controversial issues are raised in initial comments warranting reply comments.  In that 

case, reply comments would be due four (4) days from the filing date of initial comments.  No 

participant in this proceeding opposes either SDG&E’s request for a waiver of reply comments 
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in such circumstances or SDG&E’s request for shortened initial comment and reply comment 

periods. 

II. 
TERMS OF SETTLEMENT 

A. Wholesale BTRR 

1. Effective September 1, 2012, SDG&E shall reduce its Wholesale BTRR to $603.9 

million3 to reflect the expensing rather than the capitalizing of the costs set forth in 

subsections (2) and (3) related to the Sunrise Powerlink Project (“Sunrise Project”).  

These adjustments require removal from the Forecast Period4 of the $9.7 million un-

weighted capital costs associated with the Defensible Space Fire Mitigation Trust (“Fire 

Mitigation Costs”) and Post-Construction Environmental Costs. 

2. For the life of the Sunrise Project, SDG&E shall expense, rather than capitalize, 

on an annual basis, Fire Mitigation Costs that SDG&E incurs to comply with the 

obligation that CPUC imposed on SDG&E in approving the Sunrise Project.5 

3. For the life of the Sunrise Project, SDG&E shall expense, rather than capitalize, 

the post-construction environmental costs that the CPUC also imposed on SDG&E in 

approving the Sunrise Project.6  These Post-Construction Environmental Costs pertain to 

                                                      
3 The Wholesale BTRR was $608.8 million in the August 15th Filing and $605.1 million in the 

Supplemental Filing.  
4 The Forecast Period capital additional revenue requirement in this Cycle 6 covers the 17-month period 

April 2012 through August 2013.  Appendix VIII, Section I. B.15 of SDG&E’s FERC Electric Tariff, 
Volume No. 11, defines “Forecast Period” as the “period beginning April 1 of the calendar year in 
which the Rate Effective Period begins, through the end of that Rate Effective Period.”  Here the Rate 
Effective Period is September 1, 2012 through August 31, 2013. 

5 D.08-12-058, Decision Granting a Certificate of Public Convenience and Necessity for Sunrise 
Powerline Transmission Project (Dec. 18, 2008). Decision available at 
http://docs.cpuc.ca.gov/PublishedDocs/WORD_PDF/FINAL_DECISION/95750.PDF; Attachments 
available at http://docs.cpuc.ca.gov/PublishedDocs/PUBLISHED/GRAPHICS/95752.PDF. 

6 Id. 
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developing and implementing, among other things:  (a) a Raven Control Plan to protect 

the flat tailed horned lizard habitat; (b) a long-term plan to protect National Register of 

Historic Places from impacts such as erosion; and (c) a long-term plan to control invasive 

plant species that are disruptive to Peninsular Bighorn Sheep. 

B. Retail BTRR 

Effective September 1, 2012, SDG&E shall reduce its Retail BTRR to $609.7 million7 for 

the same reasons set forth above in Section A. 

C. Engineering Audit  

1. In TO2 and TO3, SDG&E agreed to jointly select with the CPUC a professionally 

competent engineering company (“Reviewing Engineer”) to review the need for and 

costs of (a) transmission facilities (including substations) added to the SDG&E 

transmission system at 69 kV and below 200kV; (b) substations added and/or modified 

that do not have a Certificate for Public Convenience and Necessity; and (c) projects 

whose costs are equal to or greater than $3,000,000. 

2. For purposes of this Settlement, SDG&E and the CPUC agree that an Engineering 

Review Process (“Process”) will be established in SDG&E’s recently-filed Fourth TO 

rate mechanism (“TO4) in Docket No. ER13-941-000 (“TO 4 Proceeding”).  The details 

of the Process will be negotiated as part of a comprehensive settlement in the TO4 

Proceeding.  Process issues to be considered will include whether and to what extent 

SDG&E will: (a) jointly select with the CPUC a Reviewing Engineer to review (a) 

through (c) in subsection 1 above; (b) support the CPUC and the Reviewing Engineer’s 

ability to participate in the CAISO’s review of SDG&E’s projects; and (c) increase the 

                                                      
7 The Retail BTRR was equal to $614.5 million in the August 15th Filing and $610.9 million in the 

Supplemental Filing. 
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amount of money available to be spent on the engineering review from $100,000 to 

$200,000 each cycle, subject to an annual inflation adjustment. 

D. Hearing Procedures for Litigation Issue 

The CPUC has protested this Issue and has reserved its rights to litigate this Issue in this 

proceeding as to whether SDG&E may recover the $23 million in third-party liability wildfire-

related costs from ratepayers.  If the CPUC declines to litigate this Issue, then this Issue is settled 

for this proceeding.8  The CPUC may file a motion to hold this Issue in abeyance within thirty 

(30) days following Commission approval of the Settlement.  If the CPUC elects to litigate this 

Issue, then the Commission Trial Staff may address the issues within the scope of hearing, as 

determined by the Commission in a ruling on the scope and track of the hearing on the Litigation 

Issue.  Parties to this proceeding other than the CPUC shall have the right to participate in such 

litigation to address:  (1) legal but not factual issues and (2) cost allocation issues that involve 

modifications to the allocation of these costs as reflected in SDG&E’s TO3 Cycle 6 filing and 

that could directly and adversely affect wholesale transmission rates.  Further, the following shall 

apply: 

1. The Commission Trial Staff, the CPUC and SDG&E reserve all rights with 

respect to this Issue, including the right to take any position on this Issue in this litigation 

that is not otherwise prohibited by law, subject to a determination of the appropriate 

scope of issues to be addressed in the hearing. 

2. Thirty (30) days following Commission approval of the Settlement, the CPUC 

shall file a motion indicating its intent to litigate and addressing how to proceed on this 

Issue with the Commission or the Presiding Administrative Law Judge, if so designated 

                                                      
8 The filing of a motion to hold this Issue in abeyance does not mean that the CPUC has declined to 

litigate this Issue. 
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by the Commission. The CPUC’s motion may include a request to hold litigation in 

abeyance.  The Commission Trial Staff, parties to this proceeding other than the CPUC, 

and SDG&E may file answers to the CPUC’s motion thirty (30) days thereafter.  

SDG&E, the Commission Trial Staff and other parties may brief the scope and track of 

the hearing on the Issue concurrently with their answers to the CPUC’s motion.  

3. No hearing procedures shall commence prior to issuance of a ruling on the 

CPUC’s motion addressing how to proceed and answers thereto and the hearing scope 

and track. 

E. Refunds 

This Settlement provides for refunds resulting from the Settlement and from the hearing 

on the Litigation Issue.  More specifically, SDG&E shall refund, with interest, payments 

received in excess of those that SDG&E may have received prior to the Settlement becoming 

effective or prior to a final Commission decision on the Litigation Issue. 

1. Wholesale Refunds 

SDG&E shall refund to the California Independent System Operator Corporation 

(“CAISO”) all payments that it has received from the CAISO that exceed the payments that 

would have been received had the BTRR set forth in Section II.A of the Settlement been 

reflected in the CAISO’s Access Charge rates as of September 1, 2012.  The effective period for 

such refunds shall be from September 1, 2012 to the date the Access Charge rates resulting from 

this Settlement Agreement are implemented by the CAISO.  Within ten (10) business days of the 

date on which all necessary approvals of this Settlement are obtained, SDG&E will request that 

the CAISO calculate and make refunds, with interest, as required under 18 C.F.R. §35.19a, to 

Utility Distribution Companies, Metered Subsystems, and Scheduling Coordinators for Access 

Charges and Wheeling Access Charges, as appropriate, under the CAISO Tariff.  SDG&E will 
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also request that the CAISO adjust the Wheeling Access Charge revenues allocable to each 

Participating Transmission Owner (“PTO”) to reflect the refunds for Wheeling Access Charge 

service.  Further, SDG&E will request that the CAISO, consistent with its Tariff, ensure that 

such adjustments to Wheeling Access Charge revenues be debited to each PTO’s TRBA in the 

first restatement of SDG&E’s and other PTOs’ TRBAs following all approvals of this 

Settlement.  Procedures for the payment of refunds, if any are directed in a final Commission 

decision on the Litigation Issue, shall be as specified in such final Commission decision. 

2. Retail End Use Refunds 

To make refunds to Retail End Use Customers as soon as practicable, consistent with the 

operation of the TO 3 Formula, SDG&E shall make refunds resulting from this Settlement 

Agreement concurrently with the TO4 Cycle 1 rates, proposed to become effective September 1, 

2013.  Any refunds resulting from a hearing on the Litigation Issue shall be effectuated through 

the applicable True-Up mechanism of SDG&E’s TO3 or TO4 Formula.  All refunds will reflect 

interest calculated pursuant to § 35.19a of the Commission’s regulations, 18 C.F.R. § 35.19a.  

Refunds will be based upon a refund period from September 1, 2012 through the end of the 

month in which the Commission approves the Settlement Agreement so long as the approval 

occurs 15 days prior to the end of that month.  If the Commission approval occurs after the 15th 

of the month, the refund period will terminate at the end of the following month after 

Commission approval of the Settlement Agreement to accommodate internal processes necessary 

for SDG&E to bill changed rates. 

F. Resolution of All Issues Except for the Litigation Issue if Litigated  

This Settlement Agreement resolves all issues set for hearing and settlement judge 

procedures in this proceeding, except for the Litigation Issue if litigated.  If the CPUC declines to 
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litigate this Issue, this Settlement resolves all issues set for hearing and settlement judge 

procedures, including the Litigation Issue. 

G. Non-Precedential Effect of Settlement for All Issues Except for the Litigation 
Issue if Litigated 

This Settlement Agreement is non-precedential with respect to any future proceeding, and 

its terms may not be referred to in any future proceeding before the Commission or any court or 

other forum for the purpose of supporting or opposing any specific approach to any issue.  

Notwithstanding the foregoing, any party to this proceeding may enforce its rights and 

obligations under this Settlement Agreement in any future rate case or other proceeding, and this 

Settlement Agreement may be referred to and introduced for that sole purpose and no other.  

This Settlement Agreement is submitted on the condition that, in the event it does not become 

effective in accordance with its terms, it shall not constitute any part of the record in this 

proceeding or be used for any other purposes. This provision does not apply to the Litigation 

Issue if it is litigated. If the Litigation Issue is not litigated, this provision also applies to the 

Litigation Issue.  Nothing in this Section G is intended to conflict with Section C hereof and 

SDG&E’s agreement to establish an Engineering Review Process in the TO4 Proceeding. 

H. No Admission or Settled Practice for All Issues Set for Hearing Except for 
the Litigation Issue if Litigated 

This provision applies to all issues set for hearing except for the Litigation Issue if it is 

litigated.  If it is not litigated, this provision also applies to the Litigation Issue.  Agreement to or 

acquiescence in this Settlement Agreement shall not be deemed in any respect to constitute an 

admission by any party to this proceeding that any allegation or contention made by any other 

party in this proceeding is true or valid.  The Settlement Agreement represents a negotiated offer 

of settlement for the sole purpose of settling all issues set for hearing and settlement judge 

procedures in in this proceeding.  No party to this proceeding or affiliate thereof shall be deemed 
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to have approved, accepted, agreed to, or consented to any fact, concept, theory, rate 

methodology, principle, or method relating to jurisdiction, prudence, reasonable cost of service, 

cost classification, cost allocation, rate design, tariff provisions, or other matters underlying or 

purported to underlie any of the resolutions of the issues provided herein.  The Commission’s 

approval of the Settlement Agreement shall not constitute approval of, or precedent regarding, 

any principle or issue settled by this proceeding.  The resolution of any matter in this Settlement 

Agreement shall not be deemed to be a “settled practice” as that term was interpreted and applied 

in Public Service Commission of the State of New York v. FERC (“PSCNY”).9 

I. Approval of Settlement and Privileged Nature of Settlement 

This Settlement Agreement is submitted pursuant to Rule 602 of the Commission’s Rules 

of Practice and Procedure, 18 C.F.R. § 385.602, and is offered solely as a compromise in order to 

resolve the issues set for hearing in this proceeding.  The discussions among the parties to this 

proceeding that have produced this Settlement Agreement have been conducted on the explicit 

understanding that they were undertaken subject to Rule 602(e) of the Commission’s Rules of 

Practice and Procedure, 18 C.F.R. § 385.602(e), and the rights of such parties with respect 

thereto shall not be impaired by the Settlement Agreement.  All documents provided or 

exchanged among the parties to this proceeding in the course of such discussions are also subject 

to Rule 602(e). 

J. Settlement Effectiveness 

This Settlement Agreement shall become effective upon the issuance of a final 

Commission order approving this Settlement Agreement, including all attachments, without 

                                                      
9 PSCNY, 642 F.2d 1335 (D.C. Cir. 1980). 
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modifications or conditions or, if modified or conditioned, upon its acceptance by adversely 

affected parties as provided in Section K below. 

K. Integration 

This Settlement Agreement constitutes an integrated package of compromises that are 

non-severable.  Notwithstanding the foregoing, if the Commission’s approval of this Settlement 

is conditioned on the modification of this Settlement Agreement or on any other condition, such 

modification or condition shall be considered to be accepted unless any party objecting to such 

condition or modification files written notice of objection to the Settlement Agreement, as 

modified or conditioned, with the Commission and serves such notice on the other parties to this 

proceeding within a period of fifteen (15) days from the date of such final Commission order. 

L. Entirety of Offer of Settlement 

This Settlement Agreement supersedes all previous representations, understandings, 

negotiations, and agreements, whether written or oral, between the participants in this proceeding 

or their representatives, and constitutes the entire offer of settlement with respect to the matters 

set for hearing and settlement judge procedures in this proceeding. 

M. Standard of Review 

The standard of review for modifications to this Settlement Agreement shall be the just 

and reasonable standard. 
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#276451 

___ FERC ¶ ______ 
FEDERAL ENERGY REGULATORY COMMISSION 

WASHINGTON, D.C.  20426 
 

OFFICE OF ENERGY MARKET REGULATION 

       In Reply Refer To: 

       San Diego Gas & Electric Company 
       Docket No. ER12-2454-000 and -001 
       _____________ ___, 2013 

 
San Diego Gas & Electric Company 
101 Ash Street HQ 12 
San Diego, CA 92101 
 
Attention: Georgetta J. Baker 

James F. Walsh 
Attorneys for San Diego Gas & Electric Company 

 
Re:  Offer of Settlement and Settlement Agreement 
 
Dear Ms. Baker and Mr. Walsh: 
 
1. On May 10, 2013, San Diego Gas & Electric Company (“SDG&E”) filed an Offer of 
Settlement and Settlement Agreement (the “Settlement” or “Settlement Agreement”) in the 
above-captioned proceeding.   

2. The Settlement Agreement resolves all but one of the outstanding issues set for hearing 
and settlement judge procedures concerning the Wholesale and Retail Base Transmission 
Revenue Requirements (“BTRR”) of this annual, i.e., Cycle 6, of its Third Transmission Owner 
(“TO3”) Formula rate mechanism Informational Filing,1 consistent with Order on Annual 
Formula Rate and Establishing Hearing and Settlement Judge Procedures, issued herein on 
December 31, 2012 (“Order”).2 

3. The unresolved issue pertains to the recovery of the $23 million in third-party liability 
wildfire-related costs (“Litigation Issue” or “Issue”) at issue in this proceeding.  The CPUC has 

                                                      
1 The TO3 annual rate mechanism was adopted pursuant to the TO3 Settlement providing for SDG&E to 

effectuate rate changes via annual informational filings, designated “cycles,” due to be filed on August 
15 of each year, with revised rates becoming effective each September 1 and running through August 
31 of the following year.  The TO3 Formula rate mechanism will remain in effect from July 1, 2007 
through August 31, 2013.  The TO3 Settlement was approved in San Diego Gas & Electric Company, 
119 FERC ¶ 61,169 (2007). 

2 San Diego Gas & Electric Company, 141 FERC ¶61,273 (2012).  Among other things, the Order 
accepted SDG&E’s August 15, 2012 Informational Filing, as amended by its October 2, 2012 
Supplemental Filing, to become effective September 1, 2012, subject to refund and conditions. 
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protested this Issue and has reserved its right to litigate this Issue in this proceeding, consistent 
with the procedures set forth in Section II.D of the Settlement.  Among other things, those 
procedures provide for the filing of motions and answers and a ruling by the Commission or its 
designee on such matters prior to a hearing on the Litigation Issue.  If the CPUC declines to 
litigate this Issue, then this Issue is settled for this proceeding. 

4. In accordance with Rule 602(d) of the Commission’s Rules of Practice and Procedure, 18 
C.F.R. § 385.602(d) (2012), the Settlement Agreement was served on all parties on the 
Commission’s official service list for the above-captioned proceedings, and all such parties had 
an opportunity to comment on the Settlement.  Under the shortened comment period provided for 
in the Settlement, initial comments were filed on May 20, 2013 by ________________.  Reply 
comments were waived.  The Settlement Agreement was unopposed. 

5. The Settlement appears to be fair and reasonable and in the public interest, and is hereby 
approved. 

6. Refunds to the California Independent System Operator Corporation resulting from the 
revised BTRR, with interest as required under 18 C.F.R. §35.19a, shall be effectuated pursuant to 
the terms of the Settlement Agreement (See Section II. C). 

7. The Chief Administrative Law Judge, or his designee, is hereby designated to handle the 
matters set forth in Section II.D of the Settlement Agreement related to the Litigation Issue. 

8. The Commission’s approval of this Settlement Agreement does not constitute approval 
of, or precedent regarding, any principle or issue in these proceedings.  Section II. M of the 
Settlement Agreement provides that the standard of review for modifications to the Settlement 
shall be the just and reasonable standard. 

9. This letter order terminates Docket Nos. ER12-2454-000 and ER12-2454-001. 

 
Sincerely, 
 
 

 
cc: All parties of record 
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