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DATA REQUEST


1. Please provide all public and confidential workpapers supporting SDG&E’s rebuttal
testimony served on May 4, 2020. Please include all revenue allocation, rate design and
streetlight rate models that support SDG&E’s rebuttal testimony.

SDG&E Response: Public workpapers can be found on SDG&E’s website, at the following link: https://www.sdge.com/rates-and-regulations/proceedings/2019-grc-phase2  

Confidential workpapers have been served to parties under signed non-disclosure agreements, on May 22, 2020.  

2. Please provide workpapers supporting witness Stein’s claim of an undercollection of $10
million in 2019 attributed to schedule DG-R (see Stein rebuttal testimony, page JPS-25).
Provide workpapers in Excel format with all links active and all formulae intact.

SDG&E Response: SDG&E’s support for this statement has already been provided to the City as a follow up to Energy Division data request #ES3.

3. Please update SDG&E’s response to City of San Diego Data Request 1, Question 4 so
that the response is consistent with SDG&E’s updated rate proposals from its rebuttal
testimony.

SDG&E Response: SDG&E will provide this confidential response to the City of San Diego in a separate email.

4. Does Witness Stein have an estimate of the magnitude of the increased undercollection
associated with opening Schedule DG-R as proposed by SEIA witness Beach? If not,
please so state. If so, please provide workpapers associated with any such estimate.

SDG&E Response: 

SDG&E has not estimated the undercollection associated with opening Schedule DG-R as proposed by SEIA. 

5. Regarding witness Stein’s rebuttal testimony on page JPS-31:
a. Confirm or deny: PG&E and SCE have critical peak pricing programs.
b. Confirm or deny: PG&E and SCE have grandfathered TOU rates.
c. Confirm or deny: PG&E and SCE do not have separate commodity tariffs as does
SDG&E.

SDG&E Response:
SDG&E objects to this request to the extent that it seeks information that is not within SDG&E’s knowledge or control, is not within the scope of the proceeding, and/or is publicly and equally available to the City of San Diego.  

6. Please explain how SDG&E developed the “San Diego Franchise Fee Differential
Percentage Factors” found in tab “Inputs” in SDG&E’s electric rate design model. Please
provide all workpapers supporting the development of those factors.

SDG&E Response:

SDG&E objects to this request to the extent it seeks information regarding matters that are not relevant to and are not within the scope of the proceeding.  
	
Subject to and without waiving the foregoing objections, SDG&E responds as follows: The San Diego Franchise Fee Differential Percentage Factors found in SDG&E’s workpaper tab “Inputs” is used for the presentation of revenues SDG&E expects to collect on behalf of the City of San Diego. The percentage factors are not used in the calculation of rates. The percentage amounts will vary from the one listed on SDG&E’s tariffs (5.78%) as not all customers in SDG&E’s service territory live in the City of San Diego, thus they are not charged the San Diego Franchise Fee Differential.


7. Please explain how the “San Diego Franchise Fee Differential Percentage Factors”
mentioned in Question 6 relate to the 5.78% “Franchise Fee Differential” that SDG&E
applies to each of its electric tariffs. Please provide a quantitative demonstration of how
these relate to each other.

SDG&E Response:

SDG&E objects to this request to the extent it seeks information regarding matters that are not relevant to and are not within the scope of the proceeding.  

Subject to and without waiving the foregoing objections, SDG&E responds as follows:  Please see the response to Question 6.  Please also see SDG&E’s approved Franchise Fee Differential via Advice Letter 1460-E. http://regarchive.sdge.com/tm2/pdf/1460-E.pdf 
	
8. Please provide workpapers presenting the calculation of the Franchise Fee and
Uncollectible factor for electric used in this proceeding.

SDG&E Response:

SDG&E objects to this request to the extent it seeks information regarding matters that are not relevant to and are not within the scope of the proceeding.  

Subject to and without waiving the foregoing objections, SDG&E responds as follows:  Please see the embedded workpapers from SDG&E’s GRC Phase 1.  See Exhibits SDG&E-35-2R, Section V; SDG&E-35-WP-2R, p. 26-27 and Exhibit SDG&E-18, Section IV.




    


9. Please provide workpapers presenting the calculation of the Franchise Fee Factor for
electric of 3.4668% that SDG&E proposed in A.17-10-007 (i.e., SDG&E’s GRC Phase 1
application).

SDG&E Response:

SDG&E objects to this request to the extent it seeks information regarding matters that are not relevant to and are not within the scope of the proceeding.  
	
Subject to and without waiving the foregoing objections, SDG&E responds as follows: Please see the embedded workpapers from SDG&E’s GRC Phase 1. See Exhibits SDG&E-35-2R, Section V, and SDG&E-35-WP-2R, p. 26-27.



		


10. For each year 2014 to 2018 inclusive, please state the average aggregate of franchise,
general business license, or special taxes (including without limitation thereto, Utility Users Taxes) and/or fees placed upon SDG&E by local governmental entities including
the City of San Diego.

SDG&E Response:

SDG&E objects to this request pursuant to Rule 10.1 of the Commission’s Rules of Practice and Procedure, on the grounds that it seeks information regarding matters that are not relevant to and are not within the scope of the proceeding and on grounds that the burden, expense and intrusiveness of this request clearly outweigh the likelihood that the information sought will lead to the discovery of admissible evidence.  


11. For each year 2014 to 2018 inclusive, please state the average aggregate of franchise,
general business license, or special taxes (including, without limitation thereto, Utility
Users Taxes) and/or fees placed upon SDG&E by local governmental entities excluding
the City of San Diego.

SDG&E Response:

SDG&E objects to this request pursuant to Rule 10.1 of the Commission’s Rules of Practice and Procedure, on the grounds that it seeks information regarding matters that are not relevant to and are not within the scope of the proceeding, and on grounds that the burden, expense and intrusiveness of this request clearly outweigh the likelihood that the information sought will lead to the discovery of admissible evidence.  
[bookmark: _GoBack]
12. For each year from 2014 to 2018 inclusive, please provide the amount of electric
franchise fees that SDG&E has paid to each local governmental entity. In addition, please
provide the data and computations supporting each calculation as well as the definitions
of each data item used in the computations. Also state whether the franchise fee for each
local governmental entity is based on (1) the “Broughton Act” formula or (2) the “Percent
of Gross Receipts” formula.

SDG&E Response:

SDG&E objects to this request pursuant to Rule 10.1 of the Commission’s Rules of Practice and Procedure, on the grounds that it seeks information regarding matters that are not relevant to and are not within the scope of the proceeding, and on grounds that the burden, expense and intrusiveness of this request clearly outweigh the likelihood that the information sought will lead to the discovery of admissible evidence.  

13. For each year 2014 to 2018 inclusive, please state the amount general business license, or
special taxes (including without limitation thereto, Utility Users Taxes) and/or fees
SDG&E has paid to local governmental entities including the City of San Diego.

SDG&E Response:

SDG&E objects to this request pursuant to Rule 10.1 of the Commission’s Rules of Practice and Procedure, on the grounds that it seeks information regarding matters that are not relevant to and are not within the scope of the proceeding, and on grounds that the burden, expense and intrusiveness of this request clearly outweigh the likelihood that the information sought will lead to the discovery of admissible evidence.  

14. For each year from 2014 to 2018 inclusive, please provide the amount of electric
franchise fees that customers of each local governmental entity have paid to SDG&E
through rates. In addition, please provide the data and computations supporting each
calculation.

SDG&E Response:

SDG&E objects to this request pursuant to Rule 10.1 of the Commission’s Rules of Practice and Procedure, on the grounds that it seeks information regarding matters that are not relevant to and are not within the scope of the proceeding, and on grounds that the burden, expense and intrusiveness of this request clearly outweigh the likelihood that the information sought will lead to the discovery of admissible evidence.  


15. In SDG&E’s GRC Phase 1, SDG&E’s tax witness indicated that the Electric Franchise
Fee factor was 3.4468%. Please provide all data supporting the development of this
Franchise Fee factor. Does this factor include payments of surcharges, Utility Users
Taxes, general business licenses, or other special taxes paid to local governmental entities
by SDG&E? If so, please provide a list of all such payments to each city, county, or other
entity as well as the amounts paid annually to each of those entities for the years 2014-
2018 inclusive. Also provide a definition for each factor used in these calculations (e.g,the specific definition of gross receipts for each entity).

SDG&E Response:

SDG&E objects to this request pursuant to Rule 10.1 of the Commission’s Rules of Practice and Procedure, on the grounds that it seeks information regarding matters that are not relevant to and are not within the scope of the proceeding, and on grounds that the burden, expense and intrusiveness of this request clearly outweigh the likelihood that the information sought will lead to the discovery of admissible evidence.  

1

image1.emf
SDG&E-35-2R.pdf


SDG&E-35-2R.pdf
Company: San Diego Gas & Electric Company (U 902 M)
Proceeding: 2019 General Rate Case

Application: A.17-10-007

Exhibit: SDG&E-35-2R

SECOND REVISED
SDG&E

DIRECT TESTIMONY OF RAGAN G. REEVES
(TAXES)

April 6, 2018

BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

&
S0%

= )
A@'Sem ra Energy utilt
A Semp gy uity





II.

III.

IV.

TABLE OF CONTENTS

INTRODUCTION ..ottt
A. Summary of Proposals .........ccceeeeuiieviiieeiieeciecceecee e
B. Organization of TeStIMONY .......c.cccveviieiieiiiieieeie e
C. Impact of the Tax Cuts and Jobs ACt........ccceeverevieerierirenenne
PAYROLL TAXES ...ttt
A. INtrodUCHION.....cvviiiiiiiiieicc e
B. DISCUSSION ...ttt st
1. Federal Insurance Contributions Act ............cccceeeeennee.

2. Federal Unemployment Tax Act......c.cccoceevervieneencnnns

3. California State Unemployment Insurance...................

4. Methodology Used to Estimate Tax Expense...............

C. Summary of Estimated Payroll Taxes........c.ccccceeveerernenicnennne.
D. RESUILS .. e
AD VALOREM TAXES ...ttt
A. INtrOdUCHION....cuviiiiie e
B. DISCUSSION ...ttt ettt
C. Summary of Estimated Ad Valorem Tax Expenses .................
D. RESUILS....oiiiieceee e
INCOME TAXES ... oottt
A. INtrOdUCTION .....ceiiiiiiieieee e
B. Discussion of Income Tax Expense..........cccceveeeieenienireniennne
1. MethodologY .....cc.eeeviiriiieiieiieeieeeeee e

2. Schedule M Items and Other Specific Tax Deductions

C. Discussion of Deferred TaXes........ccceeeveeevieeecieeeiieeciie e,
1. Bonus Depreciation............c.eeeeveeecieeeiieeniiieeeieeeieeenns

2. Contributions-in-Aid-of-Construction ..........cc.ccceeeeneee.

3. Excess Deferred Taxes Related to the TCJA................

D. Summary Tables ........ccecieriiiiiiiieiiieieeeee e
E. RESUILS ...
F. Tax Memorandum ACCOUNE ........cc.eeevvieeeiieeiie e
1. Background...........cccooviiiiiiiiiieie e,

2. Clarification of the Scope and Intent of the TMA from
PG&E’s 2017 GRC Decision.........cccecueeveeeveenieenneennen.

RGR-i





3. 2016 TIMA BALANCES ... et e e e e e e eeaeaeeaeaaaes 34

4. Proposal for 2019 GRC CyCle ......cceeviieiiiiiiiieieeieeeeee e 36

V. FRANCHISE FEES ... .ottt st et 37
A. INETOAUCTION ...ttt et e et e e e e e e e aee e esbeeesaseeesnseeas 37

B. DISCUSSION ...ttt ettt ettt et sb e et st e sbe et satesaeebesanens 37

C. Summary of Estimated Franchise Fees.........ccccoovviieiiieiiiiiniieeeceeceeeee 39

D. RESUILS ...ttt et e e et e e e e e ebee e enaee s 39

VI, CONCLUSION ...ttt ettt sttt et b et sb et e sbeebeeaeesaeenee 39
VII.  WITNESS QUALIFICATIONS ..ottt 40

LIST OF APPENDICES

Appendix A: Glossary of Terms. ... ....oouiiiiiiii i RGR-A-1
Appendix B: 2016 Tax Memorandum Account Tracking Schedule ......................... RGR-B-1

RGR-ii





SUMMARY

My testimony presents San Diego Gas & Electric Company’s (SDG&E) estimated tax
expense for Test Year (TY) 2019, and explains how those estimates were derived. The
tax expenses discussed in my testimony include income taxes, payroll taxes, ad valorem
taxes, and franchise fees.

My testimony estimates a Test Year 2019 income tax expense of $80.8 million, payroll
tax expense of $18.4 million, ad valorem tax expense of $106.2 million, and franchise
fees of $69.3 million.

The Protecting Americans from Tax Hikes Act of 2015 (the PATH Act) was enacted on
December 18, 2015 (Pub. L. No. 114-113). The PATH Act extended bonus depreciation
through 2019. The bonus depreciation rate is 50% through 2017 but is reduced to 40%
for 2018 and to 30% for 2019.

The Tax Cuts and Jobs Act (TCJA) was enacted on December 22, 2017 (Pub. L. No. 115-
97). The TCJA made comprehensive changes to federal tax law. The changes affecting
SDG&E include: (1) a reduction of the federal corporate tax rate from 35% to 21%,
effective beginning in 2018; (2) the elimination of the bonus depreciation deduction for
regulated utilities; (3) the elimination of the Internal Revenue Code (IRC) Section 199
deduction beginning in 2018; and (4) a requirement to return plant-related excess
deferred taxes created by the reduction in the corporate tax rate to ratepayers ratably

using the Adjusted Rate Assumption Method (ARAM) as described in the TCJA.
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SECOND REVISED SDG&E DIRECT TESTIMONY OF RAGAN G. REEVES
(TAXES)
L. INTRODUCTION

A. Summary of Proposals

My testimony presents San Diego Gas & Electric Company’s (SDG&E’s) estimated tax
expense for Test Year (TY) 2019, and explains how those estimates were derived. My testimony
also presents the 2016 results of the Tax Memorandum Account (TMA).!

B. Organization of Testimony

SDG&E incurs three categories of taxes: (1) payroll taxes, (2) ad valorem (i.e., property)
taxes, and (3) income taxes. In addition, SDG&E incurs franchise fees, which it includes in its
tax expense estimates. I will discuss each of these tax expense categories in turn.> A summary
table for each category of tax expense is presented at the end of each section.

To the extent that the California Public Utilities Commission (CPUC or Commission)
adopts levels of operations and maintenance (O&M) expense or capital that are different from
what has been proposed by SDG&E in this Application, taxes would be re-calculated to reflect
the impact of those changes.

C. Impact of the Tax Cuts and Jobs Act

Pursuant to the Assigned Commissioner’s Scoping Memorandum and Ruling issued on
January 29, 2018 (Scoping Memo), this exhibit has been revised to reflect the impact of the Tax
Cuts and Jobs Act (TCJA) on the SDG&E TY 2019 General Rate Case (GRC). The TCJA was
enacted on December 22, 2017.> The TCJA was the most comprehensive tax reform legislation
to be enacted into law in more than thirty years. The changes to federal tax law under the TCJA
affected both individuals and corporations. The TCJA also included provisions specific to
regulated utilities such as SDG&E. Most of the changes to federal tax law under the TCJA
became effective beginning on January 1, 2018, although certain changes related to bonus
depreciation became effective on September 28, 2017. The most significant change under the

TCIJA for corporations generally, and for regulated utility corporations specifically, was the

"'The 2017 results of the TMA will not be known until the incurred amounts are final, which will occur
when SDG&E files its federal and California 2017 income tax returns. SDG&E expects to file those tax
returns in October 2018.

2 The TMA discussion is included within the income taxes section of my testimony.

3 Pub. L. No. 115-97, 131 Stat. 2054 (2017).
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lowering of the federal corporate tax rate from 35% to 21% beginning in 2018. The lower
corporate rate results in a significant decrease in SDG&E’s tax expense.

On January 5, 2018, SDG&E filed a Prehearing Conference Statement in which SDG&E
notified the Commission that it would serve supplemental testimony in the 2019 GRC
proceeding to reflect the impact of the TCJA soon after SDG&E had completed its analysis of
the impact.* The comprehensive changes to the federal tax law under the TCJA and the
uncertainties in some portions of the new law required considerable time for SDG&E to analyze
and calculate the TCJA’s impact. During the Prehearing Conference held on January 10, 2018,
the Commission directed SDG&E to serve supplemental testimony on tax issues by April 6,
2018, as reflected in the Scoping Memo.

On March 2, 2018, CPUC Energy Division Director Edward Randolph issued a letter (the
ED Letter) to several California utilities, including SDG&E, regarding the implementation of the
TCJA. The ED Letter instructed the utilities to “carry out the actions described in . . . this letter,
thus providing expeditious rate relief with a maximum of procedural efficiency.” The ED Letter
addressed the Sempra Utilities — SDG&E and Southern California Gas Company (SoCalGas) —
as follows:

Sempra’s consolidated TY 2019 GRC is currently in progress (A.17-10-
007/A.17-10-008). Rates for attrition year 2018 were adopted in D.16-06-
054, which also directed SoCalGas and SDG&E to each establish a Tax
Memorandum Account to capture the revenue requirement impact of
future tax law changes, such as the TCJA.

TCJA Implementation: Since Sempra’s TY 2019 GRC is currently open,
Sempra should follow the rulings of the presiding officer in that
proceeding and submit additional TCJA testimony and a revised TY 2019
Results of Operations (RO) model incorporating impact of the TCJA as
directed. This will allow the Commission to determine the most effective
way to return the TCJA benefits to customers.

Sempra should also follow instructions of the presiding officer regarding
the need for any filings in that same GRC regarding the TCJA-related
balance in the Tax Memorandum Account accumulated through 2018.

Consistent with the instructions in the Scoping Memo and the ED Letter, SDG&E is

providing this revised Tax testimony to discuss and reflect the impact of the TCJA for SDG&E’s

* Application (A.) 17-10-007 et. al, Prehearing Conference Statement of San Diego Gas & Electric
Company and Southern California Gas Company, January 5, 2018, at 7.
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2019 TY. SDG&E also made the following updates to the 2019 Results of Operations Model
(RO Model) to reflect the impact of the TCJA on SDG&E’s 2019 TY:®

Changed the federal corporate tax rate from 35% to 21% for the 2018 and 2019
tax years. This change is discussed in more detail in Section IV.B.1 below.°

Re-measured the accumulated federal deferred income tax (AFDIT) balance as of
January 1, 2018 to reflect the new federal corporate tax rate of 21%. The excess
deferred taxes, which represents the difference between the AFDIT balance at the
prior 35% rate and the AFDIT balance at the new 21% rate, will be refunded to
ratepayers in the manner prescribed by the TCJA. The reduction to AFDIT
related to the TCJA is offset in the RO Model by a corresponding regulatory
liability that reduces rate base, so there is no net impact to rate base from the re-
measurement of deferred taxes on January 1, 2018. This change is discussed in
more detail in Section IV.C.3 below.

Increased the ARAM adjustment for 2018 and 2019 to reflect the TCJA’s
requirement to return plant-related excess deferred taxes to ratepayers ratably
using the ARAM calculation as described in the TCJA. This change is discussed
in more detail in Section IV.C.3 below.

Changed the calculation of bonus depreciation to reflect the elimination of the
bonus depreciation deduction for regulated utilities. This change is discussed in
more detail in Section IV.C.1 below.

Eliminated the IRC Section 199 deduction beginning in 2018. This change is
discussed in more detail in Section IV.B.2 below.

> While 2018 is an attrition year of SDG&E’s last GRC cycle (TY 2016) and out of scope of the instant
proceeding, the updates to the 2019 RO Model include changes to the 2018 forecasted year to reflect the

TCJA.

® To fully incorporate the impact of the TCJA as instructed by the ED Letter, SDG&E updated the Energy
Division’s computation of the repairs deduction rate base adjustment, set forth in SDG&E’s 2016 GRC
Decision (D.16-06-054 at Appendix B), by changing the federal corporate tax rate for 2018 through 2042.
The repairs deduction rate base adjustment was calculated based on “future tax expense” to ratepayers for
the 2016 — 2042 tax years (D.16-06-054 at 192). Therefore, if the tax rates used in the schedule for 2018
and subsequent years are not updated to reflect the TCJA, the calculated future tax expense to ratepayers
will reflect an incorrect corporate tax rate for the 2018 — 2042 tax years. The details of SDG&E’s revised
computation are provided in my supplemental workpapers (Exhibit SCG-37-WP/SDG&E-35-WP-S). In
addition, the RO Model has been updated to reflect the re-calculated repairs deduction rate base
adjustment, which reflects the corporate tax rate change under the TCJA and the most current cost of
capital percentages authorized by in Commission in D.17-07-005, effective beginning in 2018.
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In addition, as directed in the ED Letter, SDG&E will track the impact of the TCJA
through 2018 in its TMA’ and will follow the instructions of the presiding officer in this
proceeding regarding the need for any filings in this GRC regarding the prior rate cycle. In the
meantime, as discussed in the Supplemental Testimony of Norma Jasso (Exhibit SDG&E-41-S),
SDG&E is requesting a sub-account in the TMA to specifically track the impacts of the TCJA
and to provide a discrete disposition for the balance that is being tracked in the TMA related to
the TCJA through 2018. SDG&E will provide a forecast of impacts of the TCJA through 2018
and proposes to provide such forecast in its Update Testimony filing in this proceeding if the
sub-account has been established by that time.® SDG&E looks forward to working with the
Commission, Administrative Law Judge Lirag, and parties to determine the best method for
returning to its customers the benefits of the reduced tax expense through 2018 related to the
TCJA.

II. PAYROLL TAXES

A. Introduction

The purpose of this section is to provide an estimate of SDG&E’s 2019 payroll tax
expenses, and to describe the methodology used to develop SDG&E’s estimate.

B. Discussion

Payroll taxes were estimated by applying a tax rate on TY 2019 O&M and capital labor
covered under this filing up to a maximum wage base. Payroll taxes are paid by both the
employee and the employer. The following discussion relates to the employer’s payroll tax

liability.

" Similar to the TMA results for 2017, the 2018 results of the TMA will not be known until the incurred
amounts are final, which will occur when SDG&E files its federal and California 2018 income tax
returns. SDG&E expects to file those tax returns in October 2019.

¥ As of the date of this Second Revised Testimony, SDG&E has not finalized its forecast of the TCJA’s
impacts through 2018. This is primarily due to SDG&E’s need to prioritize its available tax resources to
focus on preparing its revised 2019 GRC testimony to reflect the impacts of TCJA to 2019 and
subsequent years to meet the April 6, 2018 deadline set forth in the Scoping Memo. Additionally, 2018 is
an attrition year for SDG&E’s 2016 GRC, which creates some unique challenges in updating the 2016
RO Model to reflect the impact of the TCJA for 2018. SDG&E continues to diligently work through and
resolve those challenges related to the 2016 RO Model.

RGR-4





O o0 I N »n B~ W N =

N N N N N N N /= o e e e e e e e
AN O kA WD = O O 0NN PR WD = O

1. Federal Insurance Contributions Act
Federal Insurance Contributions Act (FICA) taxes, also referred to as social security
taxes, are composed of two pieces: (1) the Old-Age, Survivors, and Disability Insurance
(OASDI), and (2) the Hospital Insurance (HI or Medicare). For 2016, the OASDI tax rate was
6.2% of wages up to a maximum wage base of $118,500. The Medicare tax rate was 1.45% of
wages with no maximum wage base. Based on rate schedules contained in the 2017 Annual
Report published by the Social Security Administration (2017 Annual Report), the employer’s
portion of the OASDI and Medicare tax rates have been at current levels since 1990 and are not
expected to change through 2019 based on currently enacted law.” The OASDI wage base is
$127,200 for 2017 and is projected to increase to $130,500 for 2018 and $135,600 for 2019
based on data reported in the 2017 Annual Report.'°
2. Federal Unemployment Tax Act
The Federal Unemployment Tax Act (FUTA) tax rate was 2.4% for 2016 and 2.7% for
2017 on wages up to $7,000. Based on currently enacted law, the FUTA tax rate is expected to
decrease to 0.6% for 2018 and 2019. The FUTA wage base is not expected to change through
2019.
3. California State Unemployment Insurance
The California State Unemployment Insurance (SUI) is composed of two pieces: (1) the
Unemployment Insurance (UI), and (2) the California Employment Training Tax (CET). The
2016 UI tax rate was 3.1% on wages up to $7,000. The CET tax rate was an additional 0.1% on
wages up to $7,000. The Ul rate decreased to 3% for 2017. Based on currently enacted law, the
UI tax rate is expected to remain at 3.0% for 2018 and 2019. The CET tax rate and wage bases
for SDG&E are not expected to change through 2019.
4. Methodology Used to Estimate Tax Expense
Payroll taxes are a function of taxable wages and applicable tax rates. The computation

of the estimated payroll taxes begins with the 2016 taxable wages stratified into salary

? See Table VI.G1, Payroll Tax Contribution Rates for the OASDI and HI Programs, 2017 Annual Report
of the Board of Trustees of the Federal Old-Age and Survivors Insurance and Federal Disability Insurance
Trust Funds.

10 See Table V.C1, 2017 Annual Report. If the projected OASDI wage bases change in the 2018 Annual
Report when that report is issued, and if such changes would cause a material change to forecasted payroll
taxes for 2019, SDG&E will update its 2019 payroll tax forecast in its Update Testimony filing
(consistent with SDG&E’s approach in prior GRCs).
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increments. The annual wage base in effect for the year for each type of payroll tax was applied
to total wages to ensure that wages up to, but not exceeding, the wage base cap were subject to
the tax. Thus, wages up to the salary increment where the annual wage is closest to the wage
base cap are subject to the tax. Wages above the wage base cap for any particular type of payroll
tax were derived from multiplying the number of employees in each stratum above the cap by the
wage base cap. The resulting taxable wages for each tax type were totaled and the applicable
statutory tax rate was then applied to the total taxable wages. The Medicare portion of the FICA
tax is computed without respect to a wage base since all wages are subject to that tax. A
companywide composite tax rate was computed based on total forecasted payroll taxes using the
above methodology divided by total forecasted wages. The composite payroll tax rate for each
year was applied to labor dollars applicable to this filing to determine the employer’s payroll tax
expense.

C. Summary of Estimated Payroll Taxes

Table SDG&E-RGR-1 below summarizes the amount of payroll taxes on all non-
capitalized wages applicable to this filing.

Table SDG&E-RGR-1
Summary of Estimated Payroll Taxes

($ in Thousands)

Line 2016 2017 2018 2019

No. Recorded Estimated Estimated Test Year
Electric
Distribution 1 9,005 10,409 10,857 11,518
Gas
Distribution 2 4,176 5,258 5,577 5,942
Electric
Generation 3 0 958 963 978

D. Results

The increase in payroll taxes from 2016 to 2019 reflects the impacts of staffing level
changes presented by other witnesses in their direct testimonies, the impact of labor cost
escalation on those changes, and the increase in the composite payroll tax rate resulting from the

OASDI wage base increase as discussed above.
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III. AD VALOREM TAXES

A. Introduction

The purpose of this section is to provide an estimate of SDG&E’s ad valorem taxes that
will be incurred during TY 2019, and to describe the methodology used to develop the estimate.

B. Discussion

Ad valorem taxes are a function of the assessed value of property and a tax rate applied to
that value. Property owned and used by public utilities as of January 1 (the lien date) each year
is re-assessed to its full market value by the California State Board of Equalization (SBE). By
definition, ad valorem taxes are based on the value of the property being taxed. Appraisers have
developed various generally accepted indicators of value that are correlated to yield an
estimation of the market value of the property being assessed. The primary indicator of value for
regulated public utility property is the Historical Cost Less Depreciation (HCLD) indicator, and a
secondary indicator is the Capitalized Earnings Ability (CEA).

HCLD is the primary indicator of value for closely rate-regulated property because it
approximates rate base. HCLD is equal to the estimated cost of property, which is subject to
assessment by the SBE, less the accumulated depreciation taken on the property. Historical cost
consists of the original cost of plant balances on the January 1 lien date, plus construction work-
in-progress and materials and supplies on hand to operate the plant. Adjustments are made to
add the value of possessory interests held by the utility on government-owned property and to
deduct non-taxable licensed motor vehicles, software, leasehold improvements, business
inventories, and other property not subject to ad valorem taxes. Finally, the HCLD indicator is
adjusted by deducting the accumulated deferred federal income taxes on taxable property.

The CEA, or the income approach to value, is designed to recognize the concept that the
value of business property is closely related to its ability to generate income. The CEA indicator
is used when the property being appraised is purchased in anticipation of receiving income (i.e.,
rental property), and the actual future income stream can be reliably forecast, or a hypothetical
income stream can be estimated by comparison to other similar properties. The CEA is the
preferred approach for the appraisal of properties when reliable sales data are not available or the
cost approach does not yield reliable results. The CEA is a secondary indicator of value for
public utility property because the income of public utility property is limited by regulation, and

comparison to the income stream from similar properties is limited.
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SDG&E has filed its property statements with the SBE for the 2016 and 2017 lien dates.
The property statements form the basis of the appraisals to set the value of SDG&E’s property
for the 2016-2017 and 2017-2018 fiscal years. The SBE reports the value of property subject to
ad valorem tax annually on the “Notice of Unitary Appraised Value,” which SDG&E has
received for the 2016 and 2017 lien dates. In correlating the value indicators calculated by the
SBE from information contained in the property statement, the SBE applied a weighting of 75%
to the HCLD indicator and 25% to the CEA indicator to derive the total appraised value of
SDG&E’s unitary property.'! Added to the value of SDG&E’s unitary property is the value of
SDG&E’s non-unitary property.'? In estimating ad valorem taxes for ratemaking purposes,
adjustments were made to exclude taxes resulting from: (a) the assessment of non-utility
property since it is not included as an operating expense, and (b) Construction Work in Progress
(CWIP), which is capitalized rather than directly charged to ad valorem tax expense. Also
excluded is the value of electric transmission property, since such property is excluded from this
proceeding.

The SBE has followed the same assessment methodology for several years; consequently,
SDG&E followed this methodology to estimate the assessed value for unitary property and the
resulting ad valorem tax expense estimate for TY 2019.

The tax rate used to estimate California ad valorem taxes is the basic statewide tax rate of
1% established under Proposition 13, plus an additional rate component of 0.4986%, which is a
composite rate derived from dividing taxes paid to local jurisdictions by the total assessed value
of property in all voter approved local assessment districts as allowed under Proposition 13. The
escalation in the rates from 2016 to 2019 represents the average historical rate of increase in
local tax rates over the most recent five-year period.

The estimated ad valorem taxes for SDG&E’s Desert Star Energy Center, which is
located in Nevada, are added to California ad valorem taxes as an “Other Adjustment” on the

Electric Generation summary table, Table SDG&E-RGR-2-3 below.

! Unitary property is property owned or used by the utility that the SBE has determined is used in the
utility’s operating business. The weight given to the CEA and HCLD indicators by the SBE can be
derived mathematically by correlating the value indicators to the final value.

12 Non-unitary property is property owned by the utility that the SBE has determined is not used in the
utility’s operating business.
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The estimated ad valorem tax expense for TY 2019 is comprised of the second
installment payment from fiscal year 2018-2019 plus the first installment payment for fiscal year
2019-2020.

C. Summary of Estimated Ad Valorem Tax Expenses

The following tables, Table SDG&E-RGR-2-1, Table SDG&E-RGR-2-2, and Table
SDG&E-RGR-2-3, summarize SDG&E’s estimated ad valorem tax expenses for Electric
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Distribution, Gas Distribution, and Electric Generation, respectively.

Table SDG&E-RGR-2-1

San Diego Gas & Electric Company
Summary of Estimated Ad Valorem Tax Expenses

Electric Distribution
($ in Thousands)

Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
1 Taxable Plant in Service 7,396,329 7,819,195 8,451,524 9,231,340
2 Taxable Reserve for Depreciation (2,769,061)  (2,934,016) (3,105,897)  (3,279,736)
3 Taxable Net Plant 4,627,268 4,885,179 5,345,627 5,951,604
4 Taxable Reserve for Def. Inc. Tax (573,978) (597,349) (629,766) (363,958)
5 Adjustment for Income Approach (148,350) (156,935) (172,601) (204,508)
6 Assessed Value - Non-Unitary 13,277 14,045 15,447 18,303
7 Net Assessable Value 3,918,217 4,144,940 4,558,708 5,401,441
8 Ad Valorem Tax Rate 1.4986482% 1.5385850% 1.5785218% 1.6184586%
Ad Valorem Tax - Fiscal Year 58,720 63,773 71,960 87,420
10 Other Adjustments 34 34 34 34
Fiscal Year
11 Total Operating Ad Valorem Tax 58,754 63,807 71,994 87,454
12 Capitalized Ad Valorem Tax (2,516) (3,403) (4,309) (4,746)
13 Net Operating Ad Valorem Tax 56,238 60,404 67,685 82,709
Calendar Year (Note 1)
14 Total Operating Ad Valorem Tax 53,891 60,983 67,603 79,426
15 Capitalized Ad Valorem Tax (4,064) (2,608) (3,603) (4,420)
16 Net Operating Ad Valorem Tax 49,827 58,375 64,000 75,006

(Note 1) - Calendar year total operating ad valorem tax = % of the current fiscal year total ad valorem
tax plus Y2 of the prior fiscal year total ad valorem tax.
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Table SDG&E-RGR-2-2

San Diego Gas & Electric Company
Summary of Estimated Ad Valorem Tax Expenses

Gas Distribution
($ in Thousands)

Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
1 Taxable Plant in Service 1,927,644 2,033,578 2,257,267 2,450,178
2 Taxable Reserve for Depreciation (978,555)  (1,016,097)  (1,053,910)  (1,092,449)
3 Taxable Net Plant 949,089 1,017,481 1,203,357 1,357,729
4 Taxable Reserve for Def. Inc. Tax (105,175) (119,410) (137,364) (82,835)
5 Adjustment for Income Approach (30,887) (32,869) (39,015) (46,661)
6 Assessed Value - Non-Unitary 2,764 2,942 3,492 4,176
7 Net Assessable Value 815,791 868,144 1,030,470 1,232,408
8 Ad Valorem Tax Rate 1.4986482% 1.5385850% 1.5785218% 1.6184586%
Ad Valorem Tax - Fiscal Year 12,226 13,357 16,266 19,946
10 Other Adjustments 6 6 6 6
Fiscal Year
11 Total Operating Ad Valorem Tax 12,232 13,363 16,272 19,952
12 Capitalized Ad Valorem Tax (728) (880) (1,430) (1,914)
13 Net Operating Ad Valorem Tax 11,504 12,484 14,842 18,038
Calendar Year (Note 1)
14 Total Operating Ad Valorem Tax 10,998 12,737 14,758 18,052
15 Capitalized Ad Valorem Tax (809) (742) (897) (1,843)
16 Net Operating Ad Valorem Tax 10,189 11,996 13,860 16,209

(Note 1) - Calendar year total operating ad valorem tax = /2 of the current fiscal year total ad valorem
tax plus Y2 of the prior fiscal year total ad valorem tax.
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Table SDG&E-RGR-2-3

San Diego Gas & Electric Company
Summary of Estimated Ad Valorem Tax Expenses

Electric Generation
($ in Thousands)

Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
1 Taxable Plant in Service 1,151,035 1,173,641 1,212,400 1,544,541
2 Taxable Reserve for Depreciation (349,532) (388,459) (429,189) (464,887)
3 Taxable Net Plant 801,503 785,182 783,211 1,079,654
4 Taxable Reserve for Def. Inc. Tax (69,110) (74,604) (81,995) (53,210)
5 Adjustment for Income Approach (26,806) (26,007) (25,664) (37,568)
6 Assessed Value - Non-Unitary 2,399 2,328 2,297 3,362
7 Net Assessable Value 707,987 686,898 677,848 992,238
8 Ad Valorem Tax Rate 1.4986482% 1.5385850% 1.5785218% 1.6184586%
Ad Valorem Tax - Fiscal Year 10,610 10,569 10,700 16,059
10 Other Adjustments 1,743 1,743 1,743 1,743
Fiscal Year
11 Total Operating Ad Valorem Tax 12,353 12,312 12,443 17,802
12 Capitalized Ad Valorem Tax (220) (194) (164) (175)
13 Net Operating Ad Valorem Tax 12,133 12,118 12,279 17,627
Calendar Year (Note 1)
14 Total Operating Ad Valorem Tax 11,285 12,270 12,315 15,060
15 Capitalized Ad Valorem Tax (847) (172) 92) (112)
16 Net Operating Ad Valorem Tax 10,438 12,099 12,224 14,948

(Note 1) - Calendar year total operating ad valorem tax = /2 of the current fiscal year total ad valorem
tax plus Y2 of the prior fiscal year total ad valorem tax.
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D. Results

The changes from 2016 to 2019 are the result of changes in plant and depreciation
balances presented by other witnesses in their direct testimonies, and the expected escalation in
the tax rate for local assessments as discussed above.

IV. INCOME TAXES

A. Introduction

The purpose of this section is to provide an estimate of SDG&E’s income tax expense for
TY 2019, and to describe the assumptions and methodology used to calculate income tax
expense. This section also presents the 2016 results of the TMA.

B. Discussion of Income Tax Expense

1. Methodology

SDG&E’s operating income is subject to federal income tax and the California
Corporation Franchise Tax (CCFT). Income tax expense is a function of cost-of-service amounts
and capital expenditures adopted by the CPUC, as adjusted to comply with income tax rules.
Accordingly, the calculation of ratemaking income taxes is dependent upon federal and state tax
laws, prior CPUC decisions with general applicability to all utilities, and decisions with specific
reference to SDG&E.

Consistent with CPUC Decision (D.) 84-05-036 issued in Order Instituting Investigation
(OII) 24, the income tax estimates contained in this section are based on SDG&E’s stand-alone
taxes, not on an allocation of tax expense from Sempra Energy, the parent company of
SDG&E.!"

Another issue considered by the CPUC in OII 24 was whether expenses not borne by
customers should be included as income tax deductions in computing estimated TY income tax
expense. The CPUC stated that it had consistently calculated income taxes for ratemaking
purposes based on the cost of service developed from authorized expenses.!* The CPUC also
found that if they were to include expenses not subject to rate recovery as a deduction in
calculating taxable income, stockholders would be penalized by a reduction in their net income

equal to the full amount of the expenditures, because they would have no offsetting tax

131984 Cal. PUC LEXIS 1325 at *57-58 (Finding of Fact 12); 15 CPUC 2d 42.
" 1d. at *15.
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deduction." The Commission concluded that their method of excluding expenses not borne by
customers in the calculation of TY income tax expense is reasonable and should continue.'® As
such, SDG&E follows this conclusion of law from OII 24 in this GRC proceeding.

The estimates contained in this section were calculated using current federal and state tax
laws enacted through the date of this testimony. SDG&E has not attempted to forecast any
future changes in tax law in the income tax calculation. For 2016 and 2017, SDG&E has utilized
the federal and state statutory tax rates of 35% and 8.84%, respectively, in developing its
estimate of federal and state income tax expense for those years. Pursuant to the change in the
federal corporate tax rate beginning in 2018 under the TCJA, SDG&E has utilized the current
federal and state statutory tax rate of 21% and 8.84%, respectively, in developing its estimate of
federal and state income tax expense for 2018 and 2019.

State income tax expense has been computed by reducing operating income by operating
expenses, including property taxes, payroll taxes, and making certain permanent and flow
through tax adjustments for differences in the book and state tax return treatment of items of
income and expense (Schedule M adjustments) as explained in more detail later in this section.
Consistent with the CPUC policy discussed in D.93848,!7 a flow through accounting
methodology was utilized in estimating state tax expense.'®

Federal income tax expense has been computed by reducing operating income by
operating expenses, including property taxes, payroll taxes, prior year state taxes, and making tax
adjustments for differences in the book and federal tax treatment of certain items of income and
expense (Schedule M adjustments), also explained in more detail later in this section.

Where required, SDG&E has followed the normalization rules contained in Internal
Revenue Code Section (IRC) § 168, and Treasury Regulations Section (Treas. Reg.) § 1.167(1)-1
in computing federal income tax expense.!® Accordingly, federal tax depreciation on post-1980
vintage year assets has been “normalized” by using a book life and method to calculate tax

depreciation. Consistent with CPUC policy, where normalization is not required by the IRC,

" Id. at *16-18.

16 1d. at *62 (Conclusion of Law 2).

171981 Cal. PUC LEXIS 1240; 7 CPUC 2d 332.

'8 Flow-through accounting treats temporary differences between recognition of expenses for book
purposes and their tax return treatment as current adjustments to the revenue requirement.

19 Normalized tax accounting follows the financial accounting treatment for items of income and expense
in the revenue requirement calculation.
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SDG&E generally has employed flow-through accounting. For example, tax depreciation on
pre-1981 vintage assets has been flowed through as an adjustment to federal tax expense as
required by D.93848.%

Tax expense based on income has been reduced by the amortization of deferred
Investment Tax Credits (ITC) generated in prior years in accordance with SDG&E’s prior
election under applicable law?! to ratably flow through the ITC benefit as a reduction to
ratemaking tax expense at a rate not to exceed the book life of the property that generated the
ITC. This application conforms to the treatment of deferred ITC amortization mandated by
D.88-01-0612? and is the same treatment employed by SDG&E in prior rate cases.

SDG&E’s federal income tax expense has been reduced by the amortization of remaining
excess deferred federal income taxes resulting from a reduction in the federal income tax rate
from a high of 41% prior to the Tax Reform Act of 1986 (TRA 86) to the current 21% under the
TCJA beginning in 2018, utilizing the Average Rate Assumption Method (ARAM) as required
by Internal Revenue Service (IRS) normalization rules and mandated by D.88-01-061.%
Additionally, ARAM is the required method for amortizing plant-related excess AFDIT resulting
from the tax rate reduction under the TCJA.?* Only a small amount of excess AFDIT remains
from the decrease in tax rate under TRA 86. The ARAM amount increases significantly
beginning in 2018, due to the reduction in the federal corporate income tax rate from 35% to
21% under the TCJA. The ARAM rules and methodology required under the TCJA are
discussed in more detail in Section IV.C.3 below.

TRA 86 adopted rules regarding capitalization of construction period interest for long-
lived assets that have an extended construction period. These rules were codified in IRC § 263A.
For book and ratemaking purposes, construction period interest is capitalized through an
allowance for funds used during construction (AFUDC). While similar in concept, there are
specific differences between the book and tax treatment of construction period interest. As in
prior rate cases, for tax purposes SDG&E follows the rules in IRC § 263A in this filing with

respect to the treatment of construction period interest.

201981 Cal. PUC LEXIS 1240; 7 CPUC 2d 332.
2 SDG&E’s election under former IRC § 46(f)(2).
22 1988 Cal. PUC LEXIS 102; 27 CPUC 2d 310.
2 Id. at ¥95-96.

2 TCJA Section 13001(d)(3)(B).
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As prescribed by the CPUC in D.84-05-036, SDG&E used the statutory federal tax rate
of 35% for 2016-2017 and 21% for 2018-2019, and the statutory state tax rate of 8.84%, in its
development of the net-to-gross multiplier used to gross-up tax expense to a revenue
requirement.?

2. Schedule M Items and Other Specific Tax Deductions

SDG&E makes several adjustments to book income in the form of Schedule M
adjustments to arrive at taxable income. In addition, there are other types of deductions
permitted under the IRC that have been incorporated into the computation of SDG&E’s tax

expense, as discussed below.

Fixed Charges — Operating. This adjustment represents the interest expense accrued on

debt used to finance rate base. The deduction is computed using rate base and the authorized
weighted-average cost of long-term debt. The CCFT interest deduction is based on rate base net
of deferred ITC (as ITC is not available for CCFT purposes).

Fiscal Year/Calendar Year Property Tax Adjustment. An adjustment is made to add back

book calendar-year property tax expense and deduct fiscal-year property tax expense as allowed
by federal and state tax law. Consistent with CPUC policy, this deduction is flowed through in
the calculation of income tax expense.

Prior Year CCFT. Federal law allows a deduction for state income taxes paid. In

California, this is the CCFT deduction. For ratemaking purposes, D.89-11-058% specifies that
the allowable deduction is the prior years’ CPUC-adopted CCFT, not the current year CCFT.
Since there is, as yet, no CPUC-adopted CCFT, SDG&E has used the prior year’s CCFT
estimate in calculating federal tax expense for TY 2019.

Internally-Developed Software. For financial accounting purposes, software

expenditures are capitalized and amortized to expense over various lives. For tax purposes, a
current-year deduction is allowed under IRC § 174 for internally developed software

expenditures.’” SDG&E has deducted internally developed software expenditures as a flow-

231984 Cal. PUC LEXIS 1325 at *62-63 (Conclusion of Law 9).

261989 Cal. PUC LEXIS 815 at *34 (Conclusion of Law 1); 33 CPUC 2d 495.

" The 2019 tax deduction for internally-developed software is a function of the forecasted spend on
internally-developed software in TY 2019. Spend data is forecasted by capital witnesses in the rate base
module and the tax module pulls in the forecasted spend data from the rate base module.
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through deduction pursuant to D.84-05-036.2% IRC § 167(f)* requires capitalization of un-
modified, or “canned” software. SDG&E applies normalized tax accounting treatment to
expenditures for canned software pursuant to D.84-05-036.

Federal Tax Depreciation. Federal tax depreciation on post-1980 vintage property is

governed by the normalization rules described earlier. Differences between book and tax
depreciation resulting from the different lives and methods used to compute book and tax
depreciation are normalized. Federal tax return depreciation on pre-1981 vintage property is
flowed through as a deduction in the computation of federal taxable income, as is depreciation
attributable to differences in the basis used to depreciate property for book and tax purposes.

State Tax Depreciation. California did not adopt the federal accelerated depreciation

lives and methods or the normalization requirements enacted by the Economic Recovery Tax Act
of 1981 (ERTA) and the TRA 86. Accordingly, there is no requirement to normalize state tax
depreciation; therefore, SDG&E flows through state tax depreciation in excess of the amount
deducted for book purposes. SDG&E’s state tax depreciation is calculated using the Asset
Depreciation Range Method (ADR) prescribed by the IRS prior to 1981, which utilizes double
declining balance depreciation switching to a straight-line method when book depreciation
exceeds the double declining balance method.

Federal Cost of Removal. SDG&E follows the guidance in IRS Revenue Ruling 2000-

7,3 which provides a current tax deduction for actual costs to remove assets retired from service
in the year that those costs are incurred. For book purposes, estimates of such costs are
capitalized and depreciated over the life of the assets. Thus, there is a timing difference between
tax and book. To be consistent with the treatment of property that is being depreciated under the
Accelerated Cost Recovery System (ACRS) or the Modified Accelerated Cost Recovery System
(MACRS) as described above, SDG&E normalizes the costs to remove those assets for federal
tax purposes and flows through the federal removal costs only on pre-1981 vintage assets retired
from service. This treatment is consistent with prior GRCs.

State Cost of Removal. California did not adopt the federal ACRS or MACRS

depreciation systems, choosing instead to remain on the ADR system. Accordingly, SDG&E

*$1984 Cal. PUC LEXIS 1325.
¥ IRC § 167(f) required capitalization of un-modified software purchased after August 10, 1993.
392000-1 C.B. 712.
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flows through removal costs for CCFT purposes irrespective of the vintage of the underlying

assets per D.84-05-036.3' This treatment is consistent with prior GRCs.

Repairs Deduction. The Schedule M adjustment for the repairs deduction represents the
difference between expenditures that are permitted to be deducted as repairs for tax purposes and
those same expenditures that are required to be capitalized for financial reporting purposes.
SDG&E has flowed through the tax benefits associated with its projected repairs deduction to
ratepayers for TY 2019 for both federal and California purposes in accordance with D.93848.

Section 199 Deduction. The American Jobs Creation Act of 2004 added Section 199 to

the IRC. Under IRC § 199, manufacturers may deduct the lower of: (1) a fixed percentage of
their qualified production activities income, or (2) 50% of the wages of employees involved in
the qualified production activity. The fixed percentage is 9% of qualified income for tax years
after 2009. For public utilities, income derived from the generation of electricity qualifies for
deduction under Section 199. The TCJA eliminated the Section 199 deduction beginning with
the 2018 tax year.*> Accordingly, SDG&E has calculated a Section 199 deduction for its
qualified production of electricity in its calculation of income tax expense for 2016 and 2017
only. The deduction for those years is limited to the lesser of 9% of income from the production
of electricity or 50% of wages paid to employees engaged in the production of electricity. If the
company has no taxable income in a particular year, the Section 199 deduction is unavailable for
that year.

Tax Credits. SDG&E has reflected an offset to tax expense for allowable federal and
state tax credits allowed under current law. SDG&E has also reflected a “credit addback” where
required in computing taxable income. As a general rule, a taxpayer cannot claim both a
deduction and a credit for the same item of expense. Therefore, SDG&E has added the amount
of credits claimed back to taxable income to reverse the corresponding tax deductions.

C. Discussion of Deferred Taxes

The accumulated deferred federal income tax (ADFIT) resulting from the difference
between normalized tax depreciation computed using a book life and book method and the
comparable tax depreciation computed using ACRS or MACRS has been included as an

adjustment to rate base in this GRC (see the testimony of R. Craig Gentes, Exhibit SDG&E-33-

311984 Cal. PUC LEXIS 1325 at *59 (Finding of Fact 23).
32 TCJA Section 13305(a).
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2R, for a discussion of rate base). SDG&E’s treatment of deferred taxes is in accordance with
IRC § 168(1)(9), Treas. Reg. § 1.167(1)-1, and numerous related IRS rulings that taken together
constitute the “tax normalization” requirements.

All current law has been followed in the development of deferred federal income taxes.
Accumulated deferred taxes for TY 2019 were developed on a monthly basis and prorated in
accordance with the normalization requirements in Treas. Reg. § 1.167(1)-1(h)(6)(ii).>*

1. Bonus Depreciation
a. Extension under the PATH Act

On December 18, 2015, President Obama signed into law The Protecting Americans from
Tax Hikes Act of 2015 (the PATH Act).>* One of the provisions of the PATH Act was an
extension of the bonus depreciation rules, which has deferred tax implications for SDG&E’s TY
2019 forecasts.

The bonus depreciation rules allow taxpayers to immediately expense a specified
percentage of qualifying property placed into service in a particular year, rather than requiring
the taxpayer to depreciate the full amount of the property over multiple years. Unlike previous
extensions that generally extended bonus depreciation for only one year, the PATH Act extended
bonus depreciation to eligible property placed into service between January 1, 2015 and
December 31, 2019, and for costs incurred before January 1, 2020 attributable to eligible long
production period property (LPPP)?® that is placed into service before January 1, 2021.3” The
bonus depreciation rules expire generally on December 31, 2019 (and expire on December 31,

2020 for eligible LPPP).

33 The method prescribed by Treas. Reg. § 1.167(1)-1(h)(6)(ii) is to be used when rates are set on a
projected future period. Tax expense must be computed using a rate and method consistent with the rate
and method used for book depreciation. The deferred tax reserve that reduces rate base must be computed
using the average of the beginning-of-year balance plus a prorated end-of-year balance. The prorated
end-of-year balance was computed assuming that additions to the deferred tax balances are credited
ratably at the end of each month throughout the year.

**Pub. L. No. 114-113, H.R. 2029.

3 IRC § 168(k).

3¢ LPPP is defined as property with a MACRS tax depreciation life of at least 10 years, a cost exceeding
$1 million, and a construction period of one year or more. IRC § 168(k)(2)(B)(i).

3TIRC § 168(k)(2)(B).
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The bonus depreciation percentage for eligible property placed in service in 2015-2017 is
50%.%® The percentage decreases to 40% for 2018 and decreases further to 30% for 2019.%°
Special rules allow qualifying LPPP to receive a one-year extension on the bonus depreciation
phase-out rates. Therefore, for qualifying LPPP, the 50% bonus depreciation rate applies to
property placed in service in 2018, the 40% rate applies to property placed in service in 2019,
and the 30% rate applies to property placed in service in 2020.%

The bonus depreciation rules contained in the PATH Act apply to the same types of
property eligible for bonus depreciation under prior law. Property eligible for bonus depreciation
is generally limited to business property with a tax recovery period of 20 years or less and only if
the original use of the property commences with the taxpayer.

For ratemaking purposes, bonus depreciation allowed by the PATH Act is subject to the
tax normalization rules contained in IRC § 168 and Treasury Regulations under former IRC §
167. The ratemaking effect of the PATH Act is to increase federal tax return depreciation for
2015 through 2019 above the regular tax depreciation provided by the federal MACRS
depreciation system. The extra bonus tax depreciation allowed by the PATH Act creates
additional deferred taxes equal to the extra bonus depreciation multiplied by the federal income
tax rate. The impact of the PATH Act’s extension of bonus depreciation on SDG&E’s 2015 and
2016 tax years was reflected in D.16-06-054 (SDG&E’s 2016 GRC Decision);*! therefore, the
additional deferred taxes created by the PATH Act’s extension of bonus depreciation are
reflected in the accumulated deferred tax balances for purposes of calculating rate base.

Except in the case of certain qualified self-constructed assets placed in service in 2005,
bonus depreciation has not been calculated on property placed in service between January 1,
2005 and December 31, 2007, when bonus depreciation was not allowed. The residual impact of
bonus depreciation taken on qualified property placed in service in prior periods is reflected in
the accumulated deferred income tax balances for 2016-2019.

b.  Changes to the Bonus Depreciation Rules under the TCJA

The bonus depreciation rules under the TCJA supersede the bonus depreciation rules

under the PATH Act for qualified property acquired pursuant to a written binding contract and

BIRC § 168(k)(1)(A).

¥ IRC § 168(k)(6).

O

41 See D.16-06-054 at 213.
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placed in service after September 27, 2017.*> For such property, the TCJA generally increases
the bonus depreciation allowance to 100 percent through the end of 2022.* However, the TCJA
also specifies that bonus depreciation is not available for assets acquired in the trade or business
of the furnishing or sale of:

(D) electric energy, water, or sewage disposal services, (II) gas or steam
though a local distribution system, or (III) transportation of gas or steam
by pipeline, if the rates for such furnishing or sale, as the case may be,
have been established or approved by a State or political subdivision
thereof, by any agency or instrumentality of the United States, by a public
service or public utility commission or other similar body of any State or
political subdivision thereof, or by the governing or ratemaking body of an
electric cooperative.”*
Accordingly, the TCJA eliminates the bonus depreciation deduction for regulated utilities, such
as SDG&E.

The TCJA includes a transition rule applicable to property acquired pursuant to a written
binding contract on or before September 27, 2017, but placed in service after such date. Under
the transition rule, the bonus depreciation rates and rules under the PATH Act still apply.*®
Thus, for property subject to the transition rule, qualified property placed in service in 2017 is
eligible for 50% bonus depreciation, property placed in service in 2018 is eligible for 40% bonus
depreciation, and property placed in service in 2019 is eligible for 30% bonus depreciation.*®

While it is clear that the TCJA eliminates the bonus depreciation deduction for regulated
utilities on a going forward basis, the precise manner in which the transition rule should be
applied remains unclear, in particular the application of the “acquisition” requirement. The IRS
and the United States Treasury Department (Treasury) recognized that additional guidance is
needed for the TCJA’s new bonus depreciation rules by adding “Guidance on new § 168(k)” as a
priority project in the most recent update to the IRS and Treasury’s 2017-2018 Priority Guidance
Plan (Guidance Plan).*” The updated Guidance Plan “reflects 29 additional projects, including

those that have become near term priorities as a result of the Tax Cuts and Jobs Act

42 TCJA Section 13201(h)(1).

 TCJA Section 13201(a)(2).

* TCJA Sections 13201(d)(9)(A) and 13301(a).

4 TCJA Section 13201(a)(3).

% Jd; 1.R.C. § 168(k)(8)(A) and (B).

47 Department of the Treasury 2017-2018 Priority Guidance Plan, 2™ quarter update (Feb. 7, 2018).
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legislation.”*® The Guidance Plan lists the priority guidance projects that the IRS and Treasury
“hope to complete during the twelve-month period from July 1, 2017 through June 30, 2018.”%
Thus, it is possible that the IRS and Treasury will release additional guidance for the new bonus
depreciation rules under the TCJA by June 30, 2018, although there is no requirement for the
IRS and Treasury to meet this target date. Accordingly, it is uncertain if or when additional
guidance under the TCJA’s bonus depreciation rules will be released.

There is no consensus as yet among utilities or accounting firms on the application of the
transition rules. SDG&E has reviewed the statutory language of the new bonus depreciation
rules under the TCJA, discussed the issue with its outside advisors, and participated in industry
group discussions regarding the bonus depreciation rules. After its analysis and its discussions
with outside experts and its utility peers, SDG&E has concluded that the best interpretation of
the new rules is to follow the statutory language as written, and not to assume that any
forthcoming guidance from the IRS or Treasury will narrow, expand, or otherwise change the
application of the transition rules, or any other bonus depreciation rules under the TCJA. Such
assumption is consistent with SDG&E’s overall methodology on income taxes, which is to apply
the current tax law without attempting to predict potential future changes in tax law.
Accordingly, consistent with the language of the TCJA, SDG&E has not taken bonus
depreciation on any property that was placed in service after September 27, 2017 and was not
acquired pursuant to a written binding contract on or before such date.>

2. Contributions-in-Aid-of-Construction

Contributions-in-aid-of-construction (CIAC) are non-refundable contributions collected
from utility customers in the form of money — or its equivalent — toward the construction of
plant, such as customer-requested relocations. CIAC became taxable under the TRA 86. The
CPUC proposed the Maryland Method or Method 5 as acceptable alternatives for the ratemaking
treatment of CIAC in D.87-09-026.%! SDG&E elected the Maryland Method to account for the

®1d.

¥ 1d.

% If the IRS or Treasury issue guidance clarifying the application of the bonus depreciation rules under
the TCJA, and such guidance differs from SDG&E’s interpretation of the rules, SDG&E will revise its
calculation of bonus depreciation to be consistent with such guidance. SDG&E proposes to reflect any
such revised calculation in its Update Testimony, or, alternatively, to track the impact of the revised
calculation in its TMA, depending on the timing of when such IRS or Treasury guidance is issued.
>11987 Cal. PUC LEXIS 195; 25 CPUC 2d 299.
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tax impacts of CIAC and the related income tax component of CIAC (ITCC) as required by the
TRA 86. Under the Maryland Method, the utility shareholders bear the impact of any shortfall
between the tax liability and the tax gross-up ITCC collected from the contributor. The
shareholders recover the shortfall through the tax depreciation benefits on the constructed
property. Accordingly, there is no impact on rate base under the Maryland Method. In
accordance with D.87-09-026, SDG&E has not reflected any impact on rate base for the tax paid
on CIAC income and the related ITCC received subsequent to February 10, 1987, the date that
CIAC became taxable under the TRA 86.

3. Excess Deferred Taxes Related to the TCJA

SDG&E has recomputed its AFDIT balances as of January 1, 2018 to reflect the
reduction in the federal corporate income tax rate from 35% to 21% under the TCJA. The
difference in the AFDIT balance under the old tax rate versus under the new tax rate represents
the excess deferred tax reserve created by the TCJA. The TCJA defines the “excess tax reserve”
as “(i) the reserve for deferred taxes (as described in section 168(i)(9)(A)(ii) of the Internal
Revenue Code of 1986) as of the day before the corporate rate reductions . . . made by this
section take effect, over (ii) the amount which would be the balance in such reserve if the amount
of such reserve were determined by assuming that the corporate rate reductions provided in this
Act were in effect for all prior periods.”>?

These excess deferred tax reserves belong to SDG&E’s customers, and SDG&E will
return the excess deferred taxes to its customers in full. But in doing so, SDG&E must adhere to
the timing rules and other requirements under the TCJA. Failure to follow these rules and
procedures will result in a normalization violation.>> The TCJA specifies that utilities may not
return the excess AFDIT associated with utility plant assets (excess plant-based AFDIT) more
rapidly than ratably over the life of the underlying assets.>* Specifically, utilities are generally
not permitted, in computing costs of service for ratemaking purposes, to refund excess plant-
based AFDIT more rapidly or greater than the reductions permitted by the ARAM approach,

which requires amortization of the excess tax reserve over the remaining regulatory lives of the

32 TCJA Section 13001(d)(3). The TCJA’s reference to IRC Section 168(i)(9)(A)(ii) is to the IRS
normalization rules discussed earlier in my testimony.

3 TCJA Section 13001(d)(4).

3 TCJA Section 13001(d)(1).
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property that gave rise to the AFDIT.> If a utility’s books and records do not contain the vintage
data necessary to apply ARAM, the TCJA allows the utility to use an alternative method that
amortizes the excess plant-based AFDIT ratably over the remaining average life or composite
rate used to compute depreciation for regulatory purposes.>®

The TCJA defines ARAM as follows:

The average rate assumption method is the method under which the excess
in the reserve for deferred taxes is reduced over the remaining lives of the
property as used in its regulated books of account which gave rise to the
reserve for deferred taxes. Under such method, during the time period in
which the timing differences for the property reverse, the amount of the
adjustment to the reserve for the deferred taxes is calculated by
multiplying — (i) the ratio of the aggregate deferred taxes for the property
to the aggregate timing differences for the property as of the beginning of
the period in question, by (ii) the amount of the timing differences which
reverse during such period.>’
ARAM is computed on an asset-by-asset basis. Thus, due to the large number of SDG&E’s
plant-related assets, the computation is too complex and detailed to incorporate within the RO
Model. SDG&E instead relies on its tax accounting and depreciation software to compute the
ARAM amount for each year.

The requirement to use ARAM applies only to excess deferred taxes on plant-based
assets that are subject to the IRS normalization rules (also known as “protected” assets). In
SDG&E’s prior rate case proceedings, certain other timing differences related to plant-based
assets have been and continue to be treated as normalized differences, even though they fall
outside of the IRS definition of normalization. Since these “unprotected” plant-based timing
differences have been afforded normalization treatment in prior rate case decisions, SDG&E
proposes that an ARAM methodology should also be used to return these benefits to its
customers.

The ARAM rules under the TCJA do not discuss the individual components of plant-

based deferred taxes. Thus, there is uncertainty within the utility industry regarding how to treat

removal costs for purposes of the ARAM computation. SDG&E has discussed the issue with its

> TCJA Section 13001(d)(3)(B).

¢ TCJA Section 13001(d)(3)(C). SDG&E has the vintage data needed to compute ARAM and thus does
not fall within this exception.

> TCJA Section 13001(d)(3)(A).
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outside advisors and participated in industry group discussions regarding the proper treatment of
removal costs in the ARAM calculation. After its analysis and its discussions with outside
experts and its utility peers, SDG&E has concluded that the best interpretation of the ARAM
rules under the TCJA is to exclude new removal costs accrued for book purposes after December
31, 2017 from its ARAM calculation.® Since ARAM addresses historical excess tax reserves
(i.e., pre-2018), SDG&E’s position is that only the depreciation that relates to the recovery of the
original cost of those capital expenditures should be included. The depreciation related to
recovering new cost of removal is a new timing difference arising after 2017; thus, by definition,
it is not a recovery of the original cost basis that gave rise to the historical excess tax reserves
from tax accelerated depreciation.

SDG&E is aware of at least one other utility that is seeking a private letter ruling from
the IRS on the issue of whether future removal costs should be excluded from the ARAM
calculation. If the IRS issues a private letter ruling on this issue, or if the IRS or Treasury release
other guidance on this issue, and such ruling or guidance differs from SDG&E’s position,
SDG&E will recalculate the ARAM adjustment to conform to such guidance. Alternatively, if
the Commission believes it is necessary, SDG&E could request its own private letter ruling from
the IRS on this issue. SDG&E proposes to reflect any such revised calculation of the ARAM
adjustment in its Update Testimony, or, alternatively, to track the impact of the revised
calculation in its TMA, depending on the timing of when such IRS or Treasury guidance is
issued.

D. Summary Tables

The following summary tables reflect the federal and state income taxes applicable to this
filing. The “Electric Distribution” tables, Table SDG&E-RGR-3-1 and Table SDG&E-RGR-4-

1, include electric distribution and electric generation for 2016.

¥ SDG&E’s position is consistent with the positions taken on this same issue by both Southern California
Edison Company (SCE) and Pacific Gas and Electric Company in their recent submissions to the
Commission to address the impact of the TCJA. See A.16-09-001, Exhibit SCE-60: Tax Update
Testimony; A.13-12-012/Investigation (I.) 14-06-016, Petition for Modification of D.16-06-056 of PG&E
to Reflect Tax Changes; A.15-09-001, Petition for Modification of D.16-06-056 of PG&E to Reflect Tax
Changes; A.17-11-009, Update Testimony (March 30, 2018).
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Table SDG&E-RGR-3-1
Electric Distribution
Calculation of Federal & State Income Taxes

($ in Thousands)

Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
1 Total Operating Revenue 1,313,189 1,284,807 1,284,513 1,489,537
2 O&M Expenses (495,926) (495,212) (513,333) (608,093)
3 Taxes Other than Income Taxes (69,270) (68,784) (74,857) (86,525)
4 Book Income Before Depr. & Income Taxes 747,993 720,810 696,323 794,919
5 State Tax Adjustments (537,836) (479,591) (548,813) (609,500)
6 Taxable Income 210,157 241,219 147,510 185,419
7 CCFT Rate 8.84% 8.84% 8.84% 8.84%
8 California Corporate Franchise Tax 18,578 21,324 13,040 16,391

Book Income Before Depr. & Income Taxes
9 (Line 4, above) 747,993 720,810 696,323 794,919
10 Federal Tax Adjustments (552,560) (461,290) (537,483) (627,308)
11 Taxable Income 195,433 259,521 158,840 167,612
12 Federal Income Tax Rate 35% 35% 21% 21%
13 Federal Income Tax Before Credits 68,402 90,832 33,356 35,198
14 Investment Tax Credit Amortization (2,086) (2,319) (1,509) (795)
15 Average Rate Assumption Method (ARAM) (124) (155) (4,981) (5,795)
16 Other (720) (121) (24) -
17 Total Federal Income Tax 65,473 88,237 26,843 28,609
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Table SDG&E-RGR-3-2
Gas Distribution

Calculation of Federal & State Income Taxes

($ in Thousands)

Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year

1 Total Operating Revenue 292,361 348,949 364,814 435,236
2 O&M Expenses (156,791) (188,773) (197,854) (233,568)
3 Taxes Other than Income Taxes (14,365) (17,254) (19,437) (22,151)
4 Book Income Before Depr. & Income Taxes 121,205 142,922 147,523 179,517
5 State Tax Adjustments (99,625) (114,015) (123,650) (125,748)
6 Taxable Income 21,581 28,907 23,873 53,768
7 CCFT Rate 8.84% 8.84% 8.84% 8.84%
8 California Corporate Franchise Tax 1,908 2,555 2,110 4,753

Book Income Before Depr. & Income Taxes

9 (Line 4, above) 121,205 142,922 147,523 179,517
10 Federal Tax Adjustments (89,144) (94,928) (106,001) (118,948)
11 Taxable Income 32,061 47,994 41,521 60,569
12 Federal Income Tax Rate 35% 35% 21% 21%
13 Federal Income Tax Before Credits 11,221 16,798 8,720 12,719
14 Investment Tax Credit Amortization (513) (513) (513) (209)
15 Average Rate Assumption Method (ARAM) - - (1,343) (1,508)
16 Other (51) 17) 3 -
17 Total Federal Income Tax 10,658 16,268 6,860 11,003
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Table SDG&E-RGR-3-3
Electric Generation
Calculation of Federal & State Income Taxes

($ in Thousands)

Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year

1 Total Operating Revenue - 209,537 195,750 273,945
2 O&M Expenses - (70,799) (70,156) (101,985)
3 Taxes Other than Income Taxes - (13,057) (13,186) (15,926)
4 Book Income Before Depr. & Income Taxes - 125,681 112,408 156,034
5 State Tax Adjustments - (52,837) (65,944) (85,902)
6 Taxable Income - 72,845 46,464 70,132
7 CCFT Rate 8.84% 8.84% 8.84% 8.84%
8 California Corporate Franchise Tax - 6,439 4,107 6,200

Book Income Before Depr. & Income Taxes

9 (Line 4, above) - 125,681 112,408 156,034
10 Federal Tax Adjustments - (64,203) (64,405) (89,904)
11 Taxable Income - 61,479 48,003 66,130
12 Federal Income Tax Rate 35% 35% 21% 21%
13 Federal Income Tax Before Credits - 21,518 10,081 13,887
14 Investment Tax Credit Amortization - - - -
15 Average Rate Assumption Method (ARAM) - - - -
16 Other - - - -
17 Total Federal Income Tax - 21,518 10,081 13,887
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Table SDG&E-RGR-4-1

Electric Distribution

Summary of Income Tax Adjustments

($ in Thousands)
Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
Federal Tax Adjustments:
1 Tax Depreciation *° (264,964) (242,709) (264,351) (324,594)
2 Fixed Charges — Operating (91,166) (81,407) (82,088) (93,913)
3 Repairs (81,226) (76,708) (118,058) (154,445)
4 Software Development (60,759) (37,301) (42,699) (28,335)
5 Cost of Removal (6,072) (5,279) (5,279) (5,279)
6 Ad Valorem Tax - Fiscal/Calendar (8,107) (2,029) (3,685) (7,702)
7 Section 199 Deduction - - - -
8 Credit Addback & Other 35 - - -
9 Prior Year Calif. Corp. Franchise Tax (40,300) (15,857) (21,324) (13,040)
10 Total Federal Tax Adj. (Deduction) (552,560) (461,290) (537,483) (627,308)
State Tax Adjustments:

11 Tax Depreciation (252,870) (241,919) (261,904) (284,686)
12 Fixed Charges — Operating (90,833) (81,126) (81,861) (93,703)
13 Repairs (81,226) (76,708) (118,058) (154,445)
14 Software Development (60,759) (37,301) (42,699) (28,335)
15 Cost of Removal (44,318) (40,630) (40,630) (40,630)
16 Ad Valorem Tax - Fiscal/Calendar (8,107) (2,029) (3,685) (7,702)
17 Credit Addback & Other 278 121 24 -
18 Total State Tax Adj. (Deduction) (537,836) (479,591) (548,813) (609,500)

59 As discussed in SDG&E’s Revised Tax Testimony served on December 20, 2017, SDG&E discovered
an error in the electric distribution “Tax Depreciation” amounts for 2016 — 2019 shown in Table SDG&E-
RGR-4-1 of the Revised Tax Testimony, which caused the Tax Depreciation amount for TY 2019 to be

overstated. This revised Table SDG&E RGR-4-1 reflects the correction of that error.
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Table SDG&E-RGR-4-2

Gas Distribution

Summary of Income Tax Adjustments

($ in Thousands)
Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
Federal Tax Adjustments:
1 Tax Depreciation (40,473) (45,900) (52,787) (67,661)
2 Fixed Charges — Operating (14,852) (17,294) (18,112) (21,707)
3 Repairs (14,403) (13,678) (13,678) (13,678)
4 Software Development (9,797) (15,382) (17,608) (11,684)
5 Cost of Removal (295) (279) (279) (279)
6 Ad Valorem Tax - Fiscal/Calendar (1,314) (488) (982) (1,828)
7 Section 199 Deduction - - - -
8 Credit Addback & Other 6 - - -
9 Prior Year Calif. Corp. Franchise Tax (8,016) (1,908) (2,555) (2,110)
10 Total Federal Tax Adj. (Deduction) (89,144) (94,928) (106,001) (118,948)
State Tax Adjustments:

11 Tax Depreciation (57,181) (65,064) (71,135) (74,707)
12 Fixed Charges — Operating (14,823) (17,276) (18,107) (21,706)
13 Repairs (14,403) (13,678) (13,678) (13,678)
14 Software Development (9,797) (15,382) (17,608) (11,684)
15 Cost of Removal (2,151) (2,144) (2,144) (2,144)
16 Ad Valorem Tax - Fiscal/Calendar (1,315) (488) (982) (1,828)
17 Credit Addback & Other 45 17 3 -
18 Total State Tax Adj. (Deduction) (99,625) (114,015) (123,650) (125,748)

RGR-29






0O I N Wn B~ WD

Table SDG&E-RGR-4-3
Electric Generation
Summary of Income Tax Adjustments

($ in Thousands)
Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
Federal Tax Adjustments:

1 Tax Depreciation - (43,057) (44,258) (63,755)
2 Fixed Charges — Operating - (14,921) (13,651) (19,363)
3 Repairs - - - -
4 Software Development - - - -
5 Cost of Removal - - - -
6 Ad Valorem Tax - Fiscal/Calendar - (19) (55) (2,679)
7 Section 199 Deduction - (3,484) - -

8 Credit Addback & Other - - - -
9 Prior Year Calif. Corp. Franchise Tax - (2,721) (6,439) (4,107)
10 Total Federal Tax Adj. (Deduction) - (64,203) (64,405) (89,904)

State Tax Adjustments:

11 Tax Depreciation - (37,896) (52,237) (63,860)
12 Fixed Charges — Operating - (14,921) (13,651) (19,363)
13 Repairs - - - -
14 Software Development - - - -
15 Cost of Removal - - - -
16 Ad Valorem Tax - Fiscal/Calendar - (19) (55) (2,679)
17 Credit Addback & Other - - - -
18 Total State Tax Adj. (Deduction) - (52,837) (65,944) (85,902)

E. Results

The overall decrease in federal and state income tax expense from 2016 to TY 2019 is

primarily a function of the federal corporate income tax rate reduction under the TCJA, which is

partially offset by increasing book income before taxes resulting from the return on a growing

rate base (see the testimony of R. Craig Gentes, Exhibit SDG&E-33-2R, for a discussion of rate

base). Federal and state tax adjustments are also growing annually which, in turn, partially

offsets the growth in book income before taxes from 2016 to TY 2019.

RGR-30






O o0 I N »n B~ W N =

|\ T NG TR NG T NG TN NG TN N YN Sy G GRS GRS VRGO G S SOy
N A W D = O O X NN N R WD = O

F. Tax Memorandum Account
1. Background

In SDG&E’s 2016 GRC Decision,*® the Commission instructed SDG&E to establish a
TMA for the 2016 GRC cycle (January 1, 2016 — December 31, 2018).5' As stated by the
Commission, the purpose of the TMA “is to increase the transparency of the utilities” incurred
and forecasted income tax expenses to the Commission, so that the Commission can more
closely examine the revenue impacts caused by the utilities’ implementation of various tax laws,
tax policies, tax accounting changes, or tax procedure changes.”®> The TMA “shall remain open
and the balance in the account shall be reviewed in every subsequent GRC proceeding until a
Commission decision closes the account.”

Pursuant to the Commission’s directives, SDG&E filed Advice Letter No. 2928-E-
A/2496-G-A on September 16, 2016 to establish the TMA. As further discussed in the testimony
of SDG&E witness Norma Jasso (Exhibit SDG&E-41), the TMA is a two-way tracking account
that separately tracks the revenue requirement impact of the differences between tax expenses
forecasted and tax expenses incurred resulting from: (1) net revenue changes resulting from
differences between forecasted federal and state tax adjustments and tax credits to incurred
federal and state tax adjustments and tax credits; (2) mandatory tax law changes, tax accounting
changes, tax procedural changes, and tax policy changes; (3) elective tax law changes, tax
accounting changes, tax procedural changes, and tax policy changes; (4) the completion of audits
by federal and state taxing authorities; and (5) the implementation of any IRS private letter ruling
regarding compliance with IRS normalization regulations.

The Commission approved Advice Letter No. 2928-E-A/2496-G-A on December 5,
2016. Consistent with D.16-06-054, SDG&E is tracking and will continue to track the items in
the TMA in accordance with the provisions of Advice Letter No. 2928-E-A/2496-G-A until such

time that the Commission closes the account.

D.16-06-054.

8 Id. at Ordering Paragraph 4.
82 1d. at 196.

$1d.
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2. Clarification of the Scope and Intent of the TMA from PG&E’s 2017
GRC Decision

In its final decision in Pacific Gas and Electric Company’s (PG&E’s) 2017 GRC, the
CPUC instructed PG&E to establish a TMA “consistent with our identical orders in the SDG&E
and SoCalGas Test Year 2016 proceeding.”®* The stated purpose, terms, and requirements of
PG&E’s TMA were identical to what the CPUC had ordered in SDG&E’s 2016 GRC Decision.®®

In comments to its proposed decision, PG&E raised several policy and practical concerns
regarding the TMA, including the concern that, to the extent the TMA requires PG&E to true-up
forecasted tax expenses for ratemaking purposes to the actual tax expenses incurred, the TMA is
inconsistent with the CPUC’s longstanding policy as stated in OII 24. The CPUC’s policy as set
forth in OII 24 is discussed below.

a. CPUC’s Policy on True Up of Income Taxes

The CPUC held in OII 24 that the impact of tax adjustments in excess of or below what
was forecasted in the GRC generally should not be trued up.%® In its decision, the CPUC
explained the view expressed by both CPUC staff and Industry representatives that seeking a
change from this general ratemaking policy for a particular, isolated tax item would not be
appropriate:

Staff and Industry agree . . . that differences in income taxes between
estimated and actual cannot be isolated from other factors in determining
whether an adjustment should be made to the test-year estimate. Any
review of differences would have to include the effects of differences of
all estimates for revenues, operating expenses, income taxes and return on
investment. Any prospective adjustment based on past over- or
underestimates would have to take into consideration the overall effect of
the differences for all components of the test-year. Under these
circumstances parties recommend no change in the present ratemaking
procedure.®’

The CPUC in OII 24 agreed with the recommendation of the parties that it generally was

not appropriate and not good policy to true up forecasted income taxes to actual amounts:

% D.17-05-013 at 116.

% Id. at 116-117.

6 See 1984 Cal. PUC LEXIS 1325 at *33-34 (“such differences are inherent in the use of future test
periods for ratemaking . . . Since income taxes are derived residually, we agree that individual factors
should not be isolated for purposes of comparing estimated and recorded results.”).

7 Id. at *33.
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Since income taxes are derived residually, we agree that individual factors
should not be isolated for purposes of comparing estimated and recorded
results. Obviously, if the utility earnings are substantially less than
authorized, then a comparison of estimated and actual income taxes is
misleading. Moreover, an across-the-board comparison of estimated and
recorded results is not useful for any purpose other than informational,
because it is consistent with test-year ratemaking.®®

b. CPUC’s Response to PG&E’s Comments

The CPUC addressed PG&E’s comments and clarified that the intent of the TMA is not

to adopt a true-up mechanism for taxes, and that the CPUC has not changed its longstanding

policy on this issue:

PG&E’s arguments rely on an incomplete reading of D.84-05-036 to
oppose an outcome that is not, in fact, part of the APD. The Commission
begins D.84-05-036 with an explanation that “[i]n the order that instituted
this investigation we stated “the determination of reasonable allowable
ratemaking expenses for federal and state income taxes is a matter of
continuing concern to this Commission in its effort to establish reasonable
utility rates.” The Commission then addresses a number of specific
questions with respect to taxes and appropriate ratemaking policies.
PG&E cites D.84-05-036 and asserts that “[t]he Commission
acknowledged that differences between estimated and recorded tax
deductions and correspondingly estimated and recorded tax expense will
occur in the ratemaking process and concluded that a true-up mechanism
for taxes is not good policy.” While the Commission does decline to
“require utilities to submit adjustments reflecting reductions in taxes”, it
qualifies this result by stating “[w]e agree that changes in tax laws may be
taken into account in ratemaking”. The APD does not adopt any sort of
“true-up mechanism”—rather, it adopts a mechanism that will provide the
Commission with the information that it needs so that “changes in tax laws
may be taken into account in ratemaking.” PG&E appears concerned that
the APD adopts what PG&E terms an “actual taxes” standard, stating “[i]n
light of the widely recognized problems inherent in an actual taxes
standard, it would be expected that a change in policy be preceded by a
well-articulated explanation; however, the APD makes no reference to OII
24, let alone an attempt to rationalize the APD’s outcome against the
instruction in OII 24.” Again, the APD makes no such change in policy.®

% Id. at *34.

% 1D.17-05-013 at 226-227 (citations omitted).
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Accordingly, the CPUC clearly articulated in its decision in the PG&E 2017 GRC that
the purpose and intent of the TMA is not to true up forecasted taxes to actual taxes, but rather to
gain a better understanding of and visibility into “the revenue impacts caused by the utilities’
implementation of various tax laws, tax policies, tax accounting changes, or tax procedure

changes.”””

3. 2016 TMA Balances

Based on the foregoing and in accordance with D.16-06-054, SDG&E presents the 2016
TMA balance. A schedule that shows the TMA balances for 2016 (TMA Schedule) is attached
as Appendix B. In order to provide additional transparency to the CPUC, and consistent with the
CPUC’s clarifications regarding the purpose and scope of the TMA as articulated in PG&E’s
2017 GRC decision, the TMA Schedule separates the amount for each line item between: (a) the
impact of differences between forecasted and incurred amounts related to changes in tax law, tax
accounting, tax procedure, or tax policy, holding all other forecast items constant; and (b) the
impact of differences not related to changes in tax law, tax accounting, tax procedure, or tax
policy (i.e., differences caused by differences in revenue, capital expenditures, the timing of
when an asset is placed in service, etc.), holding all other forecast items constant. If the change
in tax expense would decrease revenue, the amount is shown as a credit. If the change in tax
expense would increase revenue, the amount is shown as a debit. Each line item in the TMA
Schedule is discussed in turn, below.

a. Net Revenue Changes

The definition and scope of the “Net Revenue Changes” tracking item ordered by the
Commission is unclear to SDG&E. SDG&E has interpreted “Net Revenue Changes” to mean
the revenue impact of differences between incurred and authorized 2016 amounts for all income
tax adjustments and credits.”! As shown in the TMA Schedule, none of these differences for

2016 were caused by changes in tax law, tax accounting, tax procedure, or tax policy. Rather,

D.16-06-054 at 196; see also D.17-05-013 at 116-117.

"I During a telephone call on August 1, 2017, the Commission’s Energy Division provided clarifying
guidance to SDG&E that the Energy Division would also like to see the differences between incurred and
authorized net operating loss carryforwards as a separately stated item in the TMA. Pursuant to the
Energy Division’s guidance, the TMA Schedule also includes the net operating loss carryforward
amounts for 2016.
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the differences between the incurred and authorized amounts were derived from residual factors
outside of tax and thus represent the type of tax “true-up” discussed and rejected in OII 24.
b. Completion of Audits
There was no revenue impact for 2016 from completed federal or state audits.
c. IRS Rulings on Normalization Issues
There was no revenue impact from IRS Private Letter Rulings on normalization issues in
2016.

d. Mandatory Changes in Tax Law, Tax Accounting, Tax
Procedures, or Tax Policy

There was no revenue impact from mandatory changes in tax law, tax accounting, tax
procedures, or tax policy in 2016.

e. Elective Changes in Tax Law, Tax Accounting, Tax
Procedures, or Tax Policy

There was no revenue impact from elective changes in tax law, tax procedures or tax
policy in 2016.7

SDG&E has not made any tax accounting method changes for 2016 as of the date of this
Application;”® however, during 2016, SDG&E adopted Accounting Standard Update (ASU)
2016-09 — Improvements to Employee Share-based Payment Accounting, issued by Financial
Accounting Standards Board (FASB) in March 2016. The FASB issued this ASU to simplify
several aspects of the accounting for employee share-based payment transactions. Under ASU
2016-09, excess tax benefits and tax deficiencies, which represent the difference between the tax
return deduction amounts and the compensation cost recognized for financial reporting purposes,
are required to be recognized as income tax expense or benefit in the income statement instead of
in additional paid-in-capital (APIC) on the balance sheet. This book accounting change does not
impact or change the deduction or loss companies take on their tax returns relating to the share-

based payments.

72 The impact of the bonus depreciation extension under the PATH Act was incorporated in SDG&E’s
2016 GRC Decision; therefore, there is no 2016 impact to track for the PATH Act legislation since
SDG&E’s 2016 GRC Decision reflects the 2016 50% bonus depreciation rate for the GRC period (i.e.,
through 2018).

73 Subsequent to filing its Application, SDG&E made a tax accounting method change for its 2016 tax
return to change the timing of when certain deductions could be claimed. There is no revenue impact to
SDG&E’s ratepayers related to this tax accounting method change. SDG&E notified the Commission of
this tax accounting method change by letter to the Executive Director on December 19, 2017.
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ASU 2016-09 does not require any filing with or permission from the IRS or other taxing
authority to implement; rather, it is purely a book accounting change under Generally Accepted
Accounting Principles (GAAP). Therefore, the adoption of ASU 2016-09 is likely outside the
definition of the items that the CPUC ordered SDG&E to track in its TMA. SDG&E believes,
however, that including the revenue impact of this book accounting change is consistent with the
CPUC’s desire to increase transparency and visibility of accounting elections that potentially
impact revenues; therefore, SDG&E has tracked the 2016 revenue impact of the book accounting
change, as reflected in the TMA Schedule.

The book expense relating to the share-based payments, also called the Long Term
Incentive Plan (LTIP), has not been included in the GRC revenue requirement approved by the
CPUC since 2008, and thus the entire costs of the LTIP has been borne by the shareholders since
2008. Accordingly, the majority of tax benefit recognized as tax expense on the income
statement in 2016 from SDG&E’s adoption of ASU 2016-09 was funded by shareholders. There
was, however, a portion of the tax benefit recognized in 2016 related to stock options issued
prior to 2008. Specifically, in its 2004 GRC, SDG&E was granted 50% recovery of the LTIP
costs through rates, and the remaining 50% of the LTIP costs were determined to be shareholder-
funded.”* The revenue requirement impact of the ratepayer-funded portion of the tax benefit
from the LTIP costs in SDG&E’s 2004 GRC is reflected in the TMA Schedule.”

4. Proposal for 2019 GRC Cycle

During SDG&E’s 2019 GRC cycle, SDG&E will continue to notify the Commission of
any tax-related law changes, accounting changes, policy changes, or procedural changes that
materially affect (or may materially affect) revenues,’® and will continue to report the revenue
impact of any such changes to the Commission. SDG&E believes that continuing to notify the
Commission of such changes and the corresponding revenue impact during the 2019 GRC cycle
is consistent with the CPUC’s policy goals of gaining better visibility into the utilities’ elections
of various tax options, as stated by the Commission in SDG&E’s 2016 GRC Decision and as
reiterated and clarified in PG&E’s 2017 GRC Decision. Accordingly, SDG&E believes a TMA

™ See D.04-12-015.

> As discussed earlier, SDG&E follows the CPUC’s policy of excluding expenses not borne by
customers in the calculation of income tax expense, as articulated by the CPUC in OII 24.

76 Consistent with SDG&E’s 2016 GRC Decision, “materially affect” for this purpose means a potential
increase or decrease of $3 million or more.
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is no longer necessary and requests that the Commission eliminate the TMA for SDG&E’s 2019
GRC cycle.

If the Commission disagrees with SDG&E and believes that a TMA is necessary for the
2019 GRC cycle, SDG&E proposes that the Commission reaffirm that the TMA is not intended
to be a true-up mechanism for taxes (and thus is not intended to track the differences between
forecasted and actual tax deductions that are caused by factors outside of tax and are unrelated to
changes in tax law, tax accounting methods, tax procedures, or tax policy), but is intended to
track the revenue impact of changes in tax law, tax accounting methods, tax procedures, and tax
policy. Such a reaffirmation would be consistent with the Commission’s long-standing policy of
not truing-up differences between forecasted and actual tax deductions, as articulated by the
Commission in OII 24 and in D.17-05-013. Accordingly, the differences, positive or negative,
between forecasted and actual tax expenses caused by derivative factors outside of tax and
unrelated to changes in tax law, tax accounting methods, tax procedures, or tax policy would
continue to flow to SDG&E’s bottom line for each taxable year, consistent with the
Commission’s long-standing policy.”” If the Commission is considering changing its long-
standing policy on taxes and adopting an actual taxes standard, SDG&E believes that the
Commission should first initiate an Order Instituting Rulemaking (OIR) or other regulatory
proceeding with all the utilities under the Commission’s jurisdiction to evaluate the potential
impact of such a policy change.
V. FRANCHISE FEES

A. Introduction

The purpose of this section is to provide background and analysis for SDG&E’s
Franchise Fees as estimated for TY 2019.

B. Discussion

Franchise fees are payments made to counties and incorporated cities pursuant to local
ordinances granting a franchise to the company to place utility property in the public rights of
way. These facilities include poles, wires, conduits, and appurtenances for transmitting and
distributing electricity, and pipes and appurtenances for transmitting and distributing gas.

Franchise fees attributable to income from transmitting electricity are excluded from the

77 See 1984 Cal. PUC LEXIS 1325 at *33-34.
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following franchise fee calculations. As of January 1, 2017, SDG&E had franchise fee
agreements with 28 taxing jurisdictions.

The franchise fee requirements are based upon gross receipts representing the recovery of
base margin. The franchise factors upon which the estimated 2017-2019 franchise fees were
determined are based on a summary of 2016 electric and gas sales, transportation revenues, rate
refunds, and uncollectibles. The factors were adjusted to forecasted 2019 levels based on
historical trends in franchise payment data.

Franchises are calculated using two formulas: (1) the “Broughton Act” formula, and (2)
the “Percent of Gross Receipts” formula. The Broughton Act formula, as prescribed by CPUC
guidelines, is calculated based upon the summarized receipts within each city or county as
allocated by electric pole line and gas pipeline mileage in their public rights of way, and the
applicable franchise fee rate pursuant to the franchise fee ordinance. The Percent of Gross
Receipts formula is calculated based upon the summarized receipts within each city or county,
and the applicable franchise fee rate pursuant to the franchise fee ordinance.

The franchise agreement with each taxing authority specifies which of the above methods
SDG&E will use to determine its franchise fee liability. The majority of agreements require that
the franchise fee be calculated under both methods with SDG&E paying the higher of the two
calculated fees. The remaining agreements specify that only the Broughton Act or Percent of
Gross Receipts method be used.

The total payments to all taxing authorities were summed and divided by total receipts to
arrive at system-wide franchise fee factors for electric and gas. The system-wide franchise fee
factors for the most recent five years were then averaged to yield forecasted average franchise
fee factors for TY 2019. The average electric franchise fee factor for TY 2019 is projected to be
3.4468% based on the trend from actual 2012-2016 franchise fees. The average gas franchise fee
factor for TY 2019 is projected to be 2.0799%, likewise based on the trend from actual 2012-
2016 franchise fees.”

8 The forecast methodology used to estimate the franchise fee factor does not reflect ongoing or
upcoming negotiations with local jurisdictions, the results of which may be implemented during this GRC
cycle.
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C. Summary of Estimated Franchise Fees
Table SDG&E-RGR-5-1 below provides the Franchise Fees as estimated for TY 2019.
Table SDG&E-RGR-5-1

($ in Thousands)
Line 2016 2017 2018 2019

Franchise Fees No.  Recorded Estimated Estimated Test Year
Electric

Distribution 1 44,848 43,828 43,778 50,836
Gas Distribution 2 6,086 7,196 7,529 8,993
Electric

Generation 3 0 7,222 6,747 9,442
D. Results

As noted above, the change in franchise fee expense from 2016 to 2019 results from
changes in base margin as presented by other witnesses in their direct testimonies.
VL. CONCLUSION

This concludes my prepared direct testimony.
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VII. WITNESS QUALIFICATIONS

My name is Ragan G. Reeves. I am employed by Sempra Energy, SDG&E’s parent
company, as a Principal Tax Counsel. My business address is 488 8" Avenue, HQO8N1, San
Diego, California 92101-7123. T advise SDG&E and Sempra’s other business units on the
implications of federal and state tax law, including tax compliance issues, tax audit issues and
strategies, and proposed acquisitions and restructurings.

Prior to joining Sempra Energy in 2005, I worked as a tax attorney for eight years at
Miller & Chevalier, Chartered, in Washington, D.C., where my practice focused on tax credits,
tax litigation, and tax controversy matters.

I received a Bachelor’s of Business Administration in Accounting, a Masters in
Professional Accounting, and a Juris Doctorate from the University of Texas at Austin. [ am
licensed to practice law in the District of Columbia and Texas, and I am a registered in-house
counsel in California. I am also a licensed Certified Public Accountant in Texas.

I have previously testified before the CPUC.
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APPENDIX A — GLOSSARY OF TERMS

A.: Application

ACRS: Accelerated Cost Recovery System
ADFIT: accumulated deferred federal income tax
ADR: Asset Depreciation Range

AFUDC: allowance for funds used during construction
APIC: Additional Paid-In-Capital

ARAM: Average Rate Assumption Method

ASU: Accounting Standard Update

CEA: capitalized earnings ability

CCFT: California Corporation Franchise Tax
CET: California Employment Training

CIAC: contribution in aid of construction

CPUC: California Public Utilities Commission
CWIP: Construction Work in Progress

D.: Decision

ERTA: Economic Recovery Tax Act of 1981
FASB: Financial Accounting Standards Board
FICA: Federal Insurance Contributions Act

FTB: Franchise Tax Board

FUTA: Federal Unemployment Tax Act

GAAP: Generally Accepted Accounting Principles
GRC: General Rate Case

HCLD: historical cost less depreciation

HI: Hospital Insurance (i.e., Medicare)

IRC: Internal Revenue Code

IRS: Internal Revenue Service

ITC: Investment Tax Credit

ITCC: Income Tax Component of CIAC

LTIP: Long Term Incentive Plan

LPPP: Long Production Period Property

MACRS: Modified Accelerated Cost Recovery System
O&M: Operations and Maintenance

OASDI: Old Age, Survivors, and Disability Insurance
OII: Order Instituting Investigation

OIR: Order Instituting Rulemaking

PATH Act: The Protecting Americans from Tax Hikes Act of 2015
PG&E: Pacific Gas and Electric Company

Regs: Treasury Regulations

SBE: California State Board of Equalization
SDG&E: San Diego Gas & Electric Company
SUI: State Unemployment Insurance

TCJA: Tax Cuts and Jobs Act

TMA: Tax Memorandum Account

TRA 86: Tax Reform Act of 1986

TY: Test Year

UI: Unemployment Insurance
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APPENDIX B

TAX MEMORANDUM ACCOUNT TRACKING SCHEDULE

SDG&E

Tax Memorandum Account Tracking Schedule

For the Tax Year Ended December 31, 2016

($ amounts in thousands)

Difference NOT Related to
Changes in Tax Law, Tax
Accounting, Tax Procedure, or

Difference Related to Changes
in Tax Law, Tax Accounting,

Incurred Amount Amount Authorized in 2016 GRC Difference Tax Policy Tax Procedure, or Tax Policy
Electric Gas Total Electric Gas Total Electric Gas Total Electric Gas Total Electric Gas Total

1) Incurred vs Authorized Tax Adjustments and Credits
Federal and State Tax Adjustments and Credits (29,997) (5,335) (35,331) (23,276) (5,068) (28,344) (6,721) (267) (6,987) (6,721) (267)| (6,987) 0 0 0|[a]
Federal Tax Impact of California Franchise Tax 2,397 865 3,262 695 462 1,157 1,702 403 2,106 1,702 403 2,106 0 0 0|[b]

After-Tax Differences (27,600)| (4,469) (32,069)| (22,581)| (4,606)| (27,187) (5,018) 137 (4,882) (5,018) 137 (4,882) 0 0 0|[c] =[a] + [b]
Gross-Up Rate Applied to Differences 1.68746| 1.68746| 1.68746 1.68746| 1.68746| 1.68746|[d]

Subtotal (8,469) 231 (8,238) - - - [e] = [c] * [d]
Impact of Corrollary Basis Adjustments (62) 39 (24) - - - [f]
Impact of Net Operating Loss ("NOL") Carryforwards 0 0 0 0 0 0 - - - - - - - - - [g]
Revenue Impact of Differences (8,531) 269 (8,262) 0 0 0|[h] =[e] + [f] + [g]
2) Adjustments due to Completion of Audits
None 0 0 0 0 0 o[[i]
3) Adjustments due to IRS Private Letter Rulings on
None 0 0 0 0 0 01[j]
4) Mandatory Changes in Tax Law, Tax Accounting, Tax
Procedures, or Tax Policy
None 0 0 0 0 0 0| [k]
5) Elective Changes in Tax Law, Tax Accounting, Tax
Procedures, or Tax Policy
Adoption of ASU 2016-09 -- Accounting for Employee Stock-
Based Compensation:
Federal and State Tax Impact - - - (27) (11) (38)|[11
Gross-Up Rate 1.68746 1.68746| 1.68746 1.68746| 1.68746| 1.68746|[m]
Revenue Impact of Change 0 0 0 (45) (19) (64)|[n] =11 * [m]
Total Revenue Impact of Differences/Changes (8,531) 269 (8,262) (45) (19) (64)|[0] = [h] + [i] + [j] + [k] + [n]
Interest (Payable)/Receivable (1) 0 (1) - - - [p]
Ending Balance (Credit)/Debit (8,532) 269 (8,263) (45) (19) (64) |[q] = [o] + [p]
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SDG&E 2019 GRC Testimony Revision Log — April 6, 2018

Exhibit Witness Page Line or Table Revision Detail
SDG&E-35 Ragan G. RGR-iii | 2" bullet point | Changed income tax expense from “$152.0 million” to “$80.8 million”;
Reeves Changed ad valorem tax expense from “$102.1 million” to “$106.2 million”; and
Changed franchise fees from “$69.2 million” to “$69.3 million”
SDG&E-35 Ragan G. | RGR-iii | 4" bullet point | Added new bullet point: “The Tax Cuts and Jobs Act (TCJA) was enacted on
Reeves December 22, 2017 (Pub. L. No. 115-97). The TCJA made comprehensive
changes to federal tax law. The changes affecting SDG&E include: (1) a
reduction of the federal corporate tax rate from 35% to 21%, effective beginning
in 2018; (2) the elimination of the bonus depreciation deduction for regulated
utilities; (3) the elimination of the Internal Revenue Code (IRC) Section 199
deduction beginning in 2018; and (4) a requirement to return plant-related excess
deferred taxes created by the reduction in the corporate tax rate to ratepayers
ratably using the Adjusted Rate Assumption Method (ARAM) as described in the
TCIA.”
SDG&E-35 Ragan G. RGR-1 Line 7 Added new footnote, which states: “The 2017 results of the TMA will not be
Reeves known until the incurred amounts are final, which will occur when SDG&E files
its federal and California 2017 income tax returns. SDG&E expects to file those
tax returns in October 2018.”
SDG&E-35 Ragan G. RGR-1 Line 17 Added new Section I.C — Impact of the Tax Cuts and Jobs Act
Reeves to RGR- to
4 Line 12
SDG&E-35 Ragan G. RGR-5 Lines 13-15 | Modified as follows: “The 2046 Federal Unemployment Tax Act (FUTA) tax rate
Reeves was 2.4% for 2016 and 2.7% for 2017 on wages up to $7,000. Based on currently

enacted law, the FUTA tax rate is expected to inerease-to-2-7%for 2017 and-then
is-expeeted-te decrease to 0.6% for 2018 and 2019. The FUTA wage base is not
expected to change through 2019.”
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Exhibit Witness Page Line or Table Revision Detail
SDG&E-35 Ragan G. RGR-5 Lines 21-23 | Modified as follows: “The UI rate decreased to 3% for 2017. Based on currently
Reeves enacted law, the UI tax rate is expected to deerease-te-remain at 3.0% for 20178
and 2019.
SDG&E-35 Ragan G. RGR-5 Footnote 10 | Modified as follows: “See Table V.C1, 2017 Annual Report. If the projected
Reeves OASDI wage bases change in the 2018 Annual Report when that report is issued,
and if such changes would cause a material change to forecasted payroll taxes for
2019, SDG&E will update its 2019 payroll tax forecast in its Update Testimony
filing (consistent with SDG&E’s approach in prior GRCs).”
SDG&E-35 Ragan G. RGR-9 Table Revised table
Reeves SDG&E-RGR-
2-1
SDG&E-35 Ragan G. | RGR-10 Table Revised table
Reeves SDG&E-RGR-
2-2
SDG&E-35 Ragan G. | RGR-11 Table Revised table
Reeves SDG&E-RGR-
2-3
SDG&E-35 Ragan G. | RGR-12 Lines 9-10 Modified as follows: “This section also presents the 2016 results of the TMA as
Reeves of the date of this Application.”

Delete former footnote 13, which read: “The incurred amounts for 2016 are
subject to change until the 2016 federal and California income tax returns are
filed. Those tax returns have not been filed as of the date of this Application. In
addition, the incurred amounts for 2016 do not yet reflect any adjustments from
the completion of audits, because any audit adjustments for the 2016 tax year will
not be known until future years.”
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Exhibit

Witness

Page

Line or Table

Revision Detail

SDG&E-35

Ragan G.

Reeves

RGR-13

Lines 6-11

Modified as follows: “For 2016 and 2017, SDG&E has utilized eurrent the
federal and state statutory tax rates of 35% and 8.84%, respectively, in
developing its estimate of federal and state income tax expense for those years.
Pursuant to the change in the federal corporate tax rate beginning in 2018 under
the TCJA, SDG&E has utilized the current federal and state statutory tax rate of
21% and 8.84%, respectively, in developing its estimate of federal and state
income tax expense for 2018 and 2019.”

SDG&E-35

Ragan G.

Reeves

RGR-14

Line 1

Modified as follows: “Consistent with CPUC policy, where normalization is not
required by the IRC, SDG&E generally has employed flow-through accounting.”

SDG&E-35

Ragan G.

Reeves

RGR-14

Lines 12-20;
Footnote 25

Modified as follows: “SDG&E’s federal income tax expense has been reduced by
the amortization of remaining excess deferred federal income taxes resulting from
a reduction in the federal income tax rate from a high of 41% prior to the Tax
Reform Act of 1986 (TRA 86) to the current 35%beginningin1+99321% under
the TCJA beginning in 2018, utilizing the Average Rate Assumption Method
(ARAM) as required by Internal Revenue Service (IRS) normalization rules and
mandated by D.88-01-061. Additionally, ARAM is the required method for
amortizing plant-related excess AFDIT resulting from the tax rate reduction
under the TCJA. Only a small amount of excess AFDIT remains from the
decrease in tax rate under TRA 86. The ARAM amount increases significantly
beginning in 2018, due to the reduction in the federal corporate income tax rate
from 35% to 21% under the TCJA. The ARAM rules and methodology required
under the TCJA are discussed in more detail in Section IV.C.3 below.

Added new footnote 25: “TCJA Section 13001(d)(3)(B).”

SDG&E-35

Ragan G.

Reeves

RGR-14

Line 21

Modified as follows: “Fhe-FaxReformAectof 1986(TRA 86)...”

SDG&E-35

Ragan G.

Reeves

RGR-15

Line 2

Modified as follows: “As prescribed by the CPUC in D.84-05-036, SDG&E used
the statutory federal tax rate of 35% for 2016-2017 and 21% for 2018-2019, and
the statutory state tax rate of 8.84%, in its development of the net-to-gross
multiplier used to gross-up tax expense to a revenue requirement.”
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Exhibit Witness Page Line or Table Revision Detail
SDG&E-35 Ragan G. | RGR-16 Line 20 Modified as follows: “SDG&E follows the guidance in IRS Revenue Ruling
Reeves to to 2000-7, which provides a current tax deduction for actual costs to remove assets
RGR-17 Line 4 retired from service in the year that those costs are incurred. For book purposes,
estimates of such costs are capitalized and depreciated over the life of the assets.
Thus, there is a timing difference between tax and book. To be consistent with
the treatment of property that is being depreciated under the Accelerated Cost
Recovery System (ACRS) or the Modified Accelerated Cost Recovery System
(MACRYS) as described above, SDG&E normalizes the costs to remove those
assets for federal tax purposes and flows through the Howeverunderthe
Recovery-System-(MACR annot-beflowed-throush—Accordingly; federal
removal costs are-dedueted only on pre-1981 vintage assets retired from service.
This treatment is consistent with B:93848prior GRCs.”
SDG&E-35 Ragan G. | RGR-17 Line 8 Added sentence: “This treatment is consistent with prior GRCs.”
Reeves
SDG&E-35 Ragan G. RGR-17 | Lines 13-16; | Modified as follows: “The TCJA eliminated the Section 199 deduction beginning
Reeves Footnote 33 with the 2018 tax year. Accordingly, SDG&E has calculated a Section 199
deduction for its qualified production of electricity in its calculation of income
tax expense for 2016 and 2017 only. The deduction for those years is limited to
the lesser of 9% of income from the production of electricity or 50% of wages
paid to employees engaged in the production of electricity.”
Added new footnote 33: “TCJA Section 13305(a).”
SDG&E-35 Ragan G. | RGR-17 Line 29 Modified as follows: “see the testimony of R. Craig Gentes, Exhibit SDG&E-33-
Reeves to to 2R, for a discussion of rate base.”
RGR-18 Line 1
SDG&E-35 Ragan G. | RGR-18 Line 8 Added new subheading: “a. Extension under the PATH Act”
Reeves
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Exhibit Witness Page Line or Table Revision Detail
SDG&E-35 Ragan G. RGR-19 Line 16 Modified as follows: “...the extra bonus depreciation multiplied by the 35%
Reeves federal income...”
SDG&E-35 Ragan G. | RGR-19 | Lines 19-20 | Modified as follows: “...additional deferred taxes created by the PATH Act’s
Reeves extension of bonus depreciation for2045-threugh 2019 are reflected in the
accumulated deferred tax balances for purposes of calculating rate base for ¥
20497
SDG&E-35 Ragan G. | RGR-19 Line 26 Added new subsection IV.C.1.b — Changes to the Bonus Depreciation Rules
Reeves to to under the TCJA
RGR-21 Line 19
SDG&E-35 Ragan G. | RGR-22 Line 9 Added new subsection IV.C.3 — Excess Deferred Taxes Related to the TCJA
Reeves to to
RGR-24 Line 20
SDG&E-35 Ragan G. | RGR-25 Table Revised table
Reeves SDG&E-RGR-
3-1
SDG&E-35 Ragan G. | RGR-26 Table Revised table
Reeves SDG&E-RGR-
3-2
SDG&E-35 Ragan G. | RGR-27 Table Revised table
Reeves SDG&E-RGR-
3-3
SDG&E-35 Ragan G. | RGR-28 Table Revised table
Reeves SDG&E-RGR-
4-1
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Exhibit Witness Page Line or Table Revision Detail
SDG&E-35 Ragan G. | RGR-28 Table Deleted footnote 35, which read: “SDG&E has discovered an error in the electric
Reeves SDG&E-RGR- | distribution “Tax Depreciation” amounts for 2016 — 2019 shown in Table
4-1 SDG&E-RGR-4-1, which causes the Tax Depreciation amount for TY 2019 to be
overstated. Due to the timing of the discovery of this error, SDG&E is choosing
not to correct the error at this time. SDG&E reserves the right to correct this
error in an update filing or in a subsequent revised filing, or at some other time
that the Commission deems appropriate.”
SDG&E-35 Ragan G. | RGR-28 Table Added new footnote 60, which states: “As discussed in SDG&E’s Revised Tax
Reeves SDG&E-RGR- | Testimony filed on December 20, 2017, SDG&E discovered an error in the
4-1 electric distribution “Tax Depreciation” amounts for 2016 — 2019 shown in Table
SDG&E-RGR-4-1 of the Revised Tax Testimony, which caused the Tax
Depreciation amount for TY 2019 to be overstated. This revised Table SDG&E
RGR-4-1 reflects the correction of that error.”
SDG&E-35 Ragan G. | RGR-29 Table Revised table
Reeves SDG&E-RGR-
4-2
SDG&E-35 Ragan G. | RGR-30 Table Revised table
Reeves SDG&E-RGR-
4-3
SDG&E-35 Ragan G. | RGR-30 Lines 3-8 Modified as follows: “The inerease overall decrease in federal and state income
Reeves tax expense from 2016 to TY 2019 is primarily a function of the federal corporate

income tax rate reduction under the TCJA, which is partially offset by increasing
book income before taxes resulting from the return on a growing rate base (see
the testimony of R. Craig Gentes, Exhibit SDG&E-33-2R, for a discussion of rate
base). Federal and state tax adjustments are also growing annually which, in turn,
partially offsetsting the growth in book income before taxes from 2016 to TY
2019.”
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Exhibit Witness Page Line or Table Revision Detail
SDG&E-35 Ragan G. | RGR-35 Footnote 73 | Modified footnote to delete last sentence, which read: “SDG&E does expect to
Reeves have a revenue impact related to the PATH Act legislation in its 2018 TMA,
when the actual bonus depreciation rate drops from 50% to 40%. SDG&E will
track any such revenue impact in its TMA for 2018.”
SDG&E-35 Ragan G. | RGR-35 Footnote 74 | Modified footnote to add the last sentence, which reads: “SDG&E notified the
Reeves Commission of this tax accounting method change by letter to the Executive
Director on December 19, 2017.”
SDG&E-35 Ragan G. | RGR-39 Table Revised table
Reeves SDG&E-RGR-
5-1
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Workbook Name: taxSDGE .xls
Workbook Description: The purpose of this workbook is to calculate federal and state
income taxes, ad valorem taxes, and payroll taxes for the 2019 GRC filing.

Worksheet
# Worksheet Title
1 Output for Access
2 IncomeTaxInputs
3 2019IncomeTaxes-ED
4 2019IncomeTaxes-GAS
5 2018IncomeTaxes-ED
6 2018IncomeTaxes-GAS
7 2017IncomeTaxes-ED
8 2017IncomeTaxes-GAS
9 2016IncomeTaxes-ED
10  2016IncomeTaxes-GAS
11 Fed&StateTaxDepr
12 2019StateDepronAdds
13  2018StateDepronAdds
14 2017StateDepronAdds
15  ADValorem-ED
16  ADValorem-EG
17  ADValorem-SONGS
18  ADValorem-GAS
19  ADValorem Rate Inflation
20  PayrollTaxes-ED
21 PayrollTaxes-GAS
22  Composite Payroll Tax Rate
23  Franchise Fee Factor
24  Franchise Fee Rate Calculation

San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

San Diego Gas & Electric Company

Tax File

Worksheet Description

The Access Database will pick up the payroll tax rate from this tab.

Input sheet for areas that can be changed.

2019 income tax calculation for electric distribution.
2019 income tax calculation for gas.

2018 income tax calculation for electric distribution.
2018 income tax calculation for gas.

2017 income tax calculation for electric distribution.
2017 income tax calculation for gas.

2016 income tax calculation for electric distribution.
2016 income tax calculation for gas.

Summary sheet for forecasted depreciation on adds.
2019 depreciation calculation on forecasted adds.
2018 depreciation calculation on forecasted adds.
2017 depreciation calculation on forecasted adds.
Electric Distribution ad valorem tax projection on adds.
Electric Generation ad valorem tax projection on adds.
SONGS ad valorem tax projection on adds.

Gas ad valorem tax projection on adds.

Ad valorem rate inflation calculation

Electric Distribution payroll tax calculation.

Gas payroll tax calculation.

Composite payroll tax rate

Franchise fee factor

Franchise fee rate calculation

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

Page 1 of 78
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San Diego Gas & Electric Company

2019 GRC - APP

2nd Revised Tax Workpapers

Payroll Tax
Company Code Company Fiscal Year Description Revised Payroll Tax Ratio
Co_Code Company Fiscal_Year Ovh_Desc OHLaborAdj
2100 SDGE 2019 Payroll Tax 6.66%

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
Page 2 of 78
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

ELECTRIC GAS ELECTRIC GAS ELECTRIC GAS ELECTRIC GAS

2019 FEDERAL ADJS: 2018 FEDERAL ADJS: 2017 FEDERAL ADJS: 2016 FEDERAL ADJS:
Deductible Repairs (154,445) (13,678) (118,058) (13,678) (76,708) (13,678) (81,226) (14,403)
Software Dev Costs (28,335) (11,684) (42,699) (17,608) (37,301) (15,382) (60,759) (9,797)
Cost of Removal (5,279) (279) (5,279) (279) (5,279) (279) (6,072) (295)
Section 199 Deduction - - - - (3,484) - - -
Preferred Dividend Deduction - - - - - - - -
Disallowed Transportation Fringe Benefits
Other Deductions and Additions
Federal Credits (253) (6)
Federal Credits Addback 35 6
PY CCFT (40,300) (8,016)
ITC Amortization (795) (209) (1,509) (513) (2,319) (513) (2,086) (513)
ARAM (5,795) (1,508) (4,981) (1,343) (155) - (124) -
Unamortized ITC 10,118 60 10,912 269 12,421 782 14,741 1,294

2019 STATE ADJS: 2018 STATE ADJS: 2017 STATE ADJS: 2016 STATE ADJS:

Deductible Repairs (154,445) (13,678) (118,058) (13,678) (76,708) (13,678) (81,226) (14,403)
Software Dev Costs (28,335) (11,684) (42,699) (17,608) (37,301) (15,382) (60,759) (9,797)
Cost of Removal (40,630) (2,144) (40,630) (2,144) (40,630) (2,144) (44,318) (2,151)
Preferred Dividend Deduction - - - - - - - -
Other Deductions and Additions
State Credits (24) (3) (121) 17) (467) (45)
State Credits Addback 24 3 121 17 278 45
Federal Statutory Rate 21.00% 21.00% 35.00% 35.00%
State Statutory Rate 8.84% 8.84% 8.84% 8.84%
State Rate - Net Of State Benefit 6.98% 6.98% 5.75% 5.75%
AFUDC to Capitalized Interest and Taxes Ratio 66%
Booked to Tax Depr Ratio_Fed_ED and Gas 73% 70% 73% 70% 73% 70% 73% 70%
Booked to Tax Depr Ratio_Fed_Gen 94% 94% 94% 94%
Booked to Tax Depr Ratio_Fed_SONGS 0% 0% 0% 0%
Deductible Repairs Ratio 28.01% GD 66.04% 28.01% GD 66.04% 28.01% GD 66.04%
Payroll Tax Ratio 6.66% 6.66% 6.65% 6.65% 6.77% 6.77% 6.68% 6.68%

Ad Valorem Tax Rate - Electric & Gas

1.6184586%

1.5785218%

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
Page 3 of 78
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San Diego Gas & Electric Company

2019

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Repairs Deduction
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP

2nd Revised Tax Workpapers

ELECTRIC

5,445,982
7.55%

411,172
5,445,982
2.08%
(113,276)

GROSS TAX

(388,348) (81,553)
(113,276) (23,788)
(154,445) (32,433)
(28,335) (5,950)
(5,279) (1,109)
(10,381) (2,180)
(17,147) (3,601)

(717,211) (150,614)
(348,546) (30,811)
(113,066) (9,995)
(154,445) (13,653)
(28,335) (2,505)
(40,630) (3,592)
(10,381) (918)

(695,403) (61,474)
(795)
(5,795)

(6,589)

192,494
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San Diego Gas & Electric Company

2019

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Repairs Deduction
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP
2nd Revised Tax Workpapers

GAS
1,043,608
7.55%
78,792
1,043,608
2.08%
(21,707)
GROSS TAX
(67,661) (14,209)
(21,707) (4,558)
(13,678) (2,872)
(11,684) (2,454)
(279) (59)
(1,828) (384)
(2,1- 10) (4;43)
(118,948) (24,979)
(74,707) (6,604)
(21,706) (1,919)
(13,678) (1,209)
(11,684) (1,033)
(2,144) (190)
(1,828) (162)
(125,7-48) - (11,116)
(209)
(1,508)
(1,716)
40,981
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San Diego Gas & Electric Company

2018

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP

2nd Revised Tax Workpapers

ELECTRIC
4,602,860
7.55%
347,516
4,602,860
2.08%
(95,739)
GROSS TAX
(308,609) (64,808)
(95,739) (20,105)
(118,058) (24,792)
(42,699) (8,967)
(5.279) (1,109)
(3,740) (785)
(27,763) (5.830)
(601,888) (126,396)
(314,140) (27,770)
(95,513) (8,443)
(118,058) (10,436)
(42,699) (3,775)
(40,630) (3,592)
(3,740) (331)
24 2
(614,756) (54,344)
(1,509)
(4,981)
(24)
(6.513)
160,262
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San Diego Gas & Electric Company

2018

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP
2nd Revised Tax Workpapers

GAS
870,788
7.55%

65,744
870,788
2.08%
(18,112)

GROSS TAX

(52,787) (11,085)
(18,112) (3,804)
(13,678) (2,872)
(17,608) (3,698)
(279) (59)
(982) (206)
(2,5-55) (5-37)

(106,001) (22,260)
(71,135) (6,288)
(18,107) (1,601)
(13,678) (1,209)
(17,608) (1,557)
(2,144) (190)
(982) (87)
3 0

(123,650) (10,931)
(513)
(1,343)
3)

(1,859)

30,694
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2018IncomeTaxes-GAS





San Diego Gas & Electric Company

2017

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP

2nd Revised Tax Workpapers

ELECTRIC
4,262,316
7.79%
332,034
4,262,316
2.26%
(96,328)
GROSS TAX
(285,767) (100,018)
(96,328) (33,715)
(76,708) (26,848)
(37,301) (13,055)
(5,279) (1,848)
(2,048) (717)
(3,484) (1,219)
(18,578) (6,502)
(525,492) (183,922)
(279,815) (24,736)
(96,048) (8,491)
(76,708) (6,781)
(37,301) (3,297)
(40,630) (3,592)
(2,048) (181)
121 11
(532,428) (47,067)
(2,319)
(155)
(121)
(2,595)
98,450

Page 8 of 78

2017IncomeTaxes-ED





San Diego Gas & Electric Company

2017

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP
2nd Revised Tax Workpapers

GAS
765,224
7.79%
59,611
765,224
2.26%
(17,294)
GROSS TAX

(45,900) (16,065)
(17,294) (6,053)
(13,678) (4,787)
(15,382) (5,384)
(279) (98)
(488) (171)
(1 ,S;OS) (ées)

(94,928) (33,225)
(65,064) (5,752)
(17,276) (1,527)
(13,678) (1,209)
(15,382) (1,360)
(2,144) (190)
(488) (43)
47 F:

(114,015) (10,079)
(513)
217)

(530)

15,777
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San Diego Gas & Electric Company

2016

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP

2nd Revised Tax Workpapers

ELECTRIC
4,033,906
7.79%
314,241
4,033,906
2.26%
(91,166)
GROSS TAX
(264,964) (92,737)
(91,166) (31,908)
(81,226) (28,429)
(60,759) (21,266)
(6,072) (2,125)
(8,107) (2,837)
35 12
(40,300) (14,105)
(552,560) (193,396)
(252,870) (22,354)
(90,833) (8,030)
(81,226) (7,180)
(60,759) (5,371)
(44,318) (3,918)
(8,107) (717)
278 25
(537,836) (47,545)
(2,086)
(124)
(720)
(2,929)
70,372
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San Diego Gas & Electric Company

2016

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP
2nd Revised Tax Workpapers

GAS
657,171
7.79%
51,194
657,171
2.26%
(14,852)
GROSS TAX
(40,473) (14,166)
(14,852) (5,198)
(14,403) (5,041)
(9,797) (3,429)
(295) (103)
(1,315) (460)
_ 6 _ 2
(8,016) (2,805)
(89,144) (31,201)
(57,181) (5,055)
(14,823) (1,310)
(14,403) (1,273)
(9,797) (866)
(2,151) (190)
(1,315) (116)
_45 _ 4
(99,625) (8,807)
(513)
251)
(563)
10,623
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

Flow-Through Regulatory Federal and State Tax Depreciation on 2017-2019 Capital Additions

FEDERAL

Federal Flow-Through Tax Depreciation - ED

2016 2017 2018 2019
Vintages 2016 and Prior Depr 223,276 230,571 226,028 229,464
Depr Adj to 2016 VY Assets in 2019 17,905
2017 Depr. On 2017 Additions 12,139
2018 Depr. On 2017 & 2018 Additions 38,323
2019 Depr. On 2017 - 2019 Additions 77,224
Total Federal Flow-Through Tax Depr - ED 223,276 242,709 264,351 324,593
Federal Flow-Through Tax Depreciation - GAS

2016 2017 2018 2019
Vintages 2016 and Prior Depr 40,473 42,078 41,008 41,194
Depr Adj to 2016 VY Assets in 2019 3,061
2017 Depr. On 2017 Additions 3,822
2018 Depr. On 2017 & 2018 Additions 11,780
2019 Depr. On 2017 - 2019 Additions 23,406
Total Federal Flow-Through Tax Depr - Gas 40,473 45,900 52,787 67,661
Federal Flow-Through Tax Depreciation - GEN

2016 2017 2018 2019
Vintages 2016 and Prior Depr 41,688 42,362 42,121 44,984
Depr Adj to 2016 VY Assets in 2019 4,099
2017 Depr. On 2017 Additions 695
2018 Depr. On 2017 & 2018 Additions 2,137
2019 Depr. On 2017 - 2019 Additions 14,671
Total Federal Flow-Through Tax Depr - GEN 41,688 43,057 44,258 63,755
Federal Flow-Through Tax Depreciation - SONGS

2016 2017 2018 2019
Vintages 2016 and Prior Depr - - - -
Depr Adj to 2016 VY Assets in 2019
2017 Depr. On 2017 Additions -
2018 Depr. On 2017 & 2018 Additions 0

2019 Depr. On 2017 - 2019 Additions

Total Federal Flow-Through Tax Depr - SONG

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

Flow-Through Regulatory Federal and State Tax Depreciation on 2017-2019 Capital Additions

STATE

State Flow-Through Tax Depreciation - ED

2016 2017 2018 2019
Vintages 2016 and Prior Depr 215,316 219,250 201,090 176,658
2017 Additions 22,669 38,597 34,160
2018 Additions 22,216 39,064
2019 Additions 34,804
Total State Flow-Through Tax Depr - ED 215,316 241,919 261,904 284,686
State Flow-Through Tax Depreciation - GAS

2016 2017 2018 2019
Vintages 2016 and Prior Depr 57,181 57,439 52,564 45,874
2017 Additions 7,625 13,109 11,452
2018 Additions 5,462 9,778
2019 Additions 7,603
Total State Flow-Through Tax Depr - GAS 57,181 65,064 71,135 74,707
State Flow-Through Tax Depreciation - GEN

2016 2017 2018 2019
Vintages 2016 and Prior Depr 37,554 36,269 33,948 31,395
2017 Additions 1,627 3,095 2,791
2018 Additions 15,194 28,874
2019 Additions 801
Total State Flow-Through Tax Depr - GEN 37,554 37,896 52,237 63,860
State Flow-Through Tax Depreciation - SONGS

2016 2017 2018 2019

Vintages 2016 and Prior Depr

2017 Additions
2018 Additions
2019 Additions

Total State Flow-Through Tax Depr - SONGS

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company
2019 GRC - APP

2nd Revised Tax Workpapers

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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() (b) (c) (d) = (c) - (b) (e) = (a) x(d)
2016 2019 diff btwn Adjustment to
Business Unit Name Acg.value Book Rate Book Rate 16 & 19 2019 Depreciation
1 Generation 1,561,140 4.05% 4.31% 0.26% 4,099
2 Energy Supply - 0.00% 0.00% 0.00% -
3 Electric Transmission 5,341,271 N/A N/A -
4 Electric Distribution 7,043,541 3.83% 4.08% 0.25% 17,905
5 Gas Transmission 417,526 2.52% 1.87% -0.65% (2,704)
6 Gas Distribution 1,721,775 2.39% 2.72% 0.33% 5,765
7 San Diego Gas & Electric 16,085,254 25,065
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STATE DEPRECIATION CALCULATION

METHOD >>>>>>>>>>>>>>>
LIFE SSSSSSSSSS>>>>>

ADDITIONS
AFUDC

CAP. INT. & TAXES
REPAIRS
SOFTWARE

TAX BASIS

YR 1 RATE
DEPR.

YR 2 RATE
DEPR.

YR 3 RATE
DEPR.

YR 4 RATE
DEPR.

YR 5 RATE
DEPR.

YR 6 RATE
DEPR.

YR 7 RATE
DEPR.

YR 8 RATE

San Diego Gas & Electric Company
2019 GRC - APP

2nd Revised Tax Workpapers

200DB 200DB 200DB 200DB 200DB 200DB S/L 200DB S/L S/L 200DB 200DB
30 Yr 22 Yr 20 Yr 10 Yr 6 Yr 30 Yr 45 Yr 35Yr 3Yr 3Yr 28 Yr 20 Yr
ELECTRIC  GAS Prod. Common Common IT ~ Common Common GAS Gas ED Generation ~ Generation Sub-

Distrib Stor. & Tr SONGS Furniture Hardware Other Structures  DIST & GEN___ Software Software Steam Other Total Other TOTAL
770,869 17,884 0 14,220 11,832 56,879 71,098 164,724 14,300 61,215 4,976 12,492 1,200,490 32,292 1,232,781
(19,047) (923) 0 (497) (464) (1,989) (2,486) (851) (360) (6,425) (32) (71) (33,144) (1,003) (34,147)

12,657 613 0 330 308 1,322 1,652 565 239 4,269 21 47 22,024 666 22,691

(154,445) (4,645) 0 0 0 0 0 (9,033) 0 0 0 0 (168,123) 0 (168,123)

0 0 0 0 0 0 0 0 (12,058) (29,241) 0 0 (41,299) (6,211) (47,510)
610,034 12,929 0 14,053 11,676 56,211 70,264 155,406 2,122 29,819 4,965 12,469 979,947 25,744 1,005,691

3.33% 4.55% 5.00% 10.00% 16.67% 3.33% 1.67% 2.86% 33.33% 33.33% 3.57% 5.00%

20,335 588 0 1,405 1,946 1,874 1,173 4,440 707 9,939 177 623 43,208 2019
6.45% 8.68% 9.50% 18.00% 27.78% 6.45% 3.28% 5.55% 33.33% 33.33% 6.89% 9.50%

39,317 1,122 0 2,530 3,243 3,623 2,305 8,627 707 9,939 342 1,185 72,938 2020
6.02% 7.89% 8.55% 14.40% 18.52% 6.02% 3.17% 5.23% 33.33% 33.33% 6.40% 8.55%

36,700 1,020 0 2,024 2,162 3,382 2,227 8,134 707 9,939 318 1,066 67,678 2021
5.62% 717% 7.70% 11.52% 12.35% 5.62% 3.06% 4.94% 0.00% 0.00% 5.94% 7.70%

34,253 927 0 1,619 1,442 3,156 2,150 7,669 0 0 295 959 52,471 2022
5.24% 6.52% 6.93% 9.22% 9.88% 5.24% 2.96% 4.65% 0.00% 0.00% 5.52% 6.93%

31,972 843 0 1,295 1,153 2,946 2,080 7,231 0 0 274 864 48,658 2023
4.89% 5.93% 6.23% 7.37% 9.88% 4.89% 2.86% 4.39% 0.00% 0.00% 5.12% 6.23%

29,843 766 0 1,036 1,153 2,750 2,010 6,818 0 0 254 777 45,407 2024
4.57% 5.39% 5.61% 6.55% 4.94% 4.57% 2.77% 4.14% 0.00% 0.00% 4.76% 5.61%

27,854 697 0 921 577 2,567 1,946 6,429 0 0 236 699 41,926 2025
4.26% 4.90% 5.05% 6.55% 0.00% 4.26% 2.68% 3.90% 0.00% 0.00% 4.42% 5.05%
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STATE DEPRECIATION CALCULATION

METHOD >>>>>>>>>>>>>>>
LIFE SSSSSSSSSS>>>>>

ADDITIONS
AFUDC

CAP. INT. & TAXES
REPAIRS
SOFTWARE

TAX BASIS

YR 1 RATE

DEPR.

YR 2 RATE
DEPR.

YR 3 RATE
DEPR.

YR 4 RATE
DEPR.

YR 5 RATE
DEPR.

YR 6 RATE
DEPR.

YR 7 RATE
DEPR.

YR 8 RATE

San Diego Gas & Electric Company
2019 GRC - APP

2nd Revised Tax Workpapers

200DB 200DB 200DB 200DB 200DB 200DB S/L 200DB S/L S/L 200DB 200DB
30 Yr 22 Yr 20 Yr 10 Yr 6 Yr 30 Yr 45 Yr 35Yr 3Yr 3Yr 28 Yr 20 Yr
ELECTRIC  GAS Prod. Common Common IT ~ Common Common GAS Gas ED Generation ~ Generation Sub-

Distrib Stor. & Tr SONGS Furniture Hardware Other Structures  DIST & GEN___ Software Software Steam Other Total Other TOTAL
579,748 14,610 0 8,717 11,881 34,867 43,583 113,512 21,343 58,101 4,490 300,724 1,191,577 44,849 1,236,426
(16,819) (81) 0 (361) (436) (1,443) (1,804) (574) (687) (1,882) (29) (117) (24,232) (1,559) (25,791)

11,176 54 0 240 290 959 1,199 381 456 1,250 19 77 16,102 1,036 17,138

(118,058) (4,645) 0 0 0 0 0 (9,033) 0 0 0 0 (131,736) 0 (131,736)

0 0 0 0 0 0 0 0 (19,119) (46,364) 0 0 (65,484) (9,848) (75,332)
456,047 9,938 0 8,596 11,735 34,383 42,978 104,287 1,993 11,105 4,480 300,685 986,227 34,477 1,020,705
3.33% 4.55% 5.00% 10.00% 16.67% 3.33% 1.67% 2.86% 33.33% 33.33% 3.57% 5.00%
15,202 452 0 860 1,956 1,146 718 2,979 664 3,701 160 15,034 42,872 2018
6.45% 8.68% 9.50% 18.00% 27.78% 6.45% 3.28% 5.55% 33.33% 33.33% 6.89% 9.50%
29,392 862 0 1,547 3,260 2,216 1,410 5,789 664 3,701 309 28,565 77,716 2019
6.02% 7.89% 8.55% 14.40% 18.52% 6.02% 3.17% 5.23% 33.33% 33.33% 6.40% 8.55%
27,436 784 0 1,238 2,173 2,068 1,362 5,458 664 3,701 287 25,709 70,881 2020
5.62% 717% 7.70% 11.52% 12.35% 5.62% 3.06% 4.94% 0.00% 0.00% 5.94% 7.70%
25,607 713 0 990 1,449 1,931 1,315 5,147 0 0 266 23,138 60,555 2021
5.24% 6.52% 6.93% 9.22% 9.88% 5.24% 2.96% 4.65% 0.00% 0.00% 5.52% 6.93%
23,901 648 0 792 1,159 1,802 1,272 4,852 0 0 247 20,825 55,500 2022
4.89% 5.93% 6.23% 7.37% 9.88% 4.89% 2.86% 4.39% 0.00% 0.00% 5.12% 6.23%
22,310 589 0 634 1,159 1,682 1,229 4,575 0 0 229 18,742 51,149 2023
4.57% 5.39% 5.61% 6.55% 4.94% 4.57% 2.77% 4.14% 0.00% 0.00% 4.76% 5.61%
20,823 536 0 563 579 1,570 1,190 4,314 0 0 213 16,868 46,658 2024
4.26% 4.90% 5.05% 6.55% 0.00% 4.26% 2.68% 3.90% 0.00% 0.00% 4.42% 5.05%
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STATE DEPRECIATION CALCULATION

METHOD >>>>>>>>>>>>>>>
LIFE SSSSSSSSSS>>>>>

ADDITIONS
AFUDC

CAP. INT. & TAXES
REPAIRS
SOFTWARE

TAX BASIS

YR 1 RATE
DEPR.

YR 2 RATE
DEPR.

YR 3 RATE
DEPR.

YR 4 RATE
DEPR.

YR 5 RATE
DEPR.

YR 6 RATE
DEPR.

YR 7 RATE
DEPR.

YR 8 RATE

San Diego Gas & Electric Company
2019 GRC - APP

2nd Revised Tax Workpapers

200DB 200DB 200DB 200DB 200DB 200DB S/L 200DB S/L S/L 200DB 200DB
30 Yr 22 Yr 20 Yr 10 Yr 6 Yr 30 Yr 45 Yr 35Yr 3Yr 3Yr 28 Yr 20 Yr
ELECTRIC  GAS Prod. Common Common IT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures  DIST & GEN___ Software Software Steam Other Total Other TOTAL
424,845 19,172 0 10,755 38,981 43,019 53,774 111,579 27,815 71,567 2,951 31,064 835,523 38,018 873,541
(6,262) (116) 0 (325) (2,025) (1,301) (1,626) (608) (1,069) (2,946) (20) (1,860) (18,158) (1,390) (19,548)
4,161 77 0 216 1,345 864 1,081 404 71 1,958 13 1,236 12,066 923 12,990
(76,708) (4,645) 0 0 0 0 0 (9,033) 0 0 0 0 (90,386) 0 (90,386)
0 0 0 0 0 0 0 0 (23,876) (57,899) 0 0 (81,775) (12,299) (94,073)
346,037 14,488 0 10,646 38,302 42,583 53,229 102,342 3,581 12,679 2,945 30,440 657,271 25,253 682,524
3.33% 4.55% 5.00% 10.00% 16.67% 3.33% 1.67% 2.86% 33.33% 33.33% 3.57% 5.00%
11,535 659 0 1,065 6,384 1,419 889 2,924 1,193 4,226 105 1,522 31,921 2017
6.45% 8.68% 9.50% 18.00% 27.78% 6.45% 3.28% 5.55% 33.33% 33.33% 6.89% 9.50%
22,302 1,257 0 1,916 10,639 2,744 1,746 5,681 1,193 4,226 203 2,892 54,800 2018
6.02% 7.89% 8.55% 14.40% 18.52% 6.02% 3.17% 5.23% 33.33% 33.33% 6.40% 8.55%
20,818 1,143 0 1,533 7,093 2,562 1,687 5,357 1,193 4,226 188 2,603 48,403 2019
5.62% 717% 7.70% 11.52% 12.35% 5.62% 3.06% 4.94% 0.00% 0.00% 5.94% 7.70%
19,430 1,039 0 1,226 4,729 2,391 1,629 5,051 0 0 175 2,342 38,012 2020
5.24% 6.52% 6.93% 9.22% 9.88% 5.24% 2.96% 4.65% 0.00% 0.00% 5.52% 6.93%
18,136 945 0 981 3,783 2,232 1,576 4,762 0 0 162 2,108 34,684 2021
4.89% 5.93% 6.23% 7.37% 9.88% 4.89% 2.87% 4.39% 0.00% 0.00% 5.12% 6.23%
16,928 859 0 785 3,783 2,083 1,528 4,490 0 0 151 1,897 32,503 2022
4.57% 5.39% 5.61% 6.55% 4.94% 4.57% 2.77% 4.14% 0.00% 0.00% 4.76% 5.61%
15,800 781 0 698 1,891 1,944 1,474 4,234 0 0 140 1,708 28,670 2023
4.26% 4.90% 5.05% 6.55% 0.00% 4.26% 2.68% 3.90% 0.00% 0.00% 4.42% 5.05%
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

ELECTRIC DISTRIBUTION AD VALOREM TAX

Tax Year Tax Year Tax Year Tax Year
2016 2017 2018 2019

Plant in Service 6,790,455 7,174,661 7,757,789 8,476,923
Materials & Supplies 41,551 47,946 48,903 50,086
Total Plant in Service per Books 6,832,005 7,222,607 7,806,692 8,527,009
Taxable Percentage (Note 1) 108.26% 108.26% 108.26% 108.26%
Taxable Plant in Service 7,396,329 7,819,195 8,451,524 9,231,340
Reserve for Depreciation per Books 2,764,086 2,928,744 3,100,316 3,273,843
Total Reserve for Depreciation 2,764,086 2,928,744 3,100,316 3,273,843
Taxable Percentage (Note 1) 100.18% 100.18% 100.18% 100.18%
Taxable Reserve for Depreciation 2,769,061 2,934,016 3,105,897 3,279,736
Historical Cost less Depreciation 4,627,268 4,885,179 5,345,627 5,951,604
100% Deferred Tax Reserve 532,348 554,025 584,090 337,561
Taxable Percentage (Note 2) 107.82% 107.82% 107.82% 107.82%
Taxable Deferred Tax Reserve 573,978 597,349 629,766 363,958
HCLD Less 100% of DTR 4,053,291 4,287,830 4,715,861 5,587,646
Adjustment for Income Approach Valuation (Note 3) 96.34% 96.34% 96.34% 96.34%
Assessed Value - Unitary 3,904,940 4,130,895 4,543,261 5,383,139
Non-Unitary Percentage 0.34% 0.34% 0.34% 0.34%
Assessed Value - Non-Unitary 13,277 14,045 15,447 18,303
Total Assessed Value 3,918,217 4,144,940 4,558,708 5,401,441
Average Tax Rate 1.4986% 1.5386% 1.5785% 1.6185%
Total Fiscal Year Ad Valorem Tax Expense 58,720 63,773 71,960 87,420
Misc. Ad Valorem Taxes (Note 5) 34 34 34 34
Total Fiscal Year Ad Valorem Taxes 58,754 63,807 71,994 87,454
Less:
Non-Operating Taxes 267 267 267 267
Other Than Tax Expense 31 31 31 31
Fiscal Year Capitalized Tax on CWIP (Note 6) 2,218 3,105 4,011 4,448
Fiscal Year Ad Valorem Tax Expense - Operating 56,238 60,404 67,685 82,709
2nd Installment of Prior Year Tax Billed (April) 24,663 29,228 31,755 35,848
1st Installment of Current Year Tax Billed (December) 29,228 31,755 35,848 43,578
Less: Calendar Year Capitalized Tax on CWIP (Note 6) 4,064 2,608 3,603 4,420
Total Calendar Year Ad Valorem Tax Exp - Operating 49,827 58,375 64,000 75,006
Income Tax Adjustment (6,411) (2,029) (3,685) (7,702)

Note 1 - Includes adjustments for CWIP, Inventory, Possessory Interests, and Leased Equipment
added to Historical Cost and Depreciation Reserve.
Note 2 - Eliminates deferred taxes on non-taxable items from book deferred taxes.
Note 3 - In 2016 & 2017, SBE used 75% Cost Approach / 25% Income Approach to arrive at SDG&E's assessed value.
Note 4 - Tax rate inflated by 1.75% / year based on average tax rate inflation from 2011 to 2016.
Note 5 - Taxes paid directly to special districts.
Note 6 - Beginning with calendar year 2012, property tax on CWIP will be capitalized. This adjustment removes that tax from
expense.

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

ELECTRIC GENERATION AD VALOREM TAX

Tax Year Tax Year Tax Year Tax Year
2016 2017 2018 2019

Plant in Service 1,008,332 1,027,465 1,061,615 1,366,829
Materials & Supplies 54,882 56,629 58,281 59,867
Total Plant in Service per Books 1,063,214 1,084,095 1,119,896 1,426,696
Taxable Percentage (Note 1) 108.26% 108.26% 108.26% 108.26%
Taxable Plant in Service 1,151,035 1,173,641 1,212,400 1,544,541
Reserve for Depreciation per Books 348,904 387,761 428,418 464,051
Total Reserve for Depreciation 348,904 387,761 428,418 464,051
Taxable Percentage (Note 1) 100.18% 100.18% 100.18% 100.18%
Taxable Reserve for Depreciation 349,532 388,459 429,189 464,887
Historical Cost less Depreciation 801,503 785,182 783,211 1,079,654
100% Deferred Tax Reserve 64,097 69,193 76,048 49,351
Taxable Percentage (Note 2) 107.82% 107.82% 107.82% 107.82%
Taxable Deferred Tax Reserve 69,110 74,604 81,995 53,210
HCLD Less 100% of DTR 732,393 710,578 701,216 1,026,444
Adjustment for Income Approach Valuation (Note 3) 96.34% 96.34% 96.34% 96.34%
Assessed Value - Unitary 705,588 684,571 675,551 988,876
Non-Unitary Percentage 0.34% 0.34% 0.34% 0.34%
Assessed Value - Non-Unitary 2,399 2,328 2,297 3,362
Total Assessed Value 707,987 686,898 677,848 992,239
Average Tax Rate 1.4986% 1.5386% 1.5785% 1.6185%
Fiscal Year Ad Valorem Tax Expense 10,610 10,569 10,700 16,059
Misc. Ad Valorem Taxes (Note 5) 1,743 1,743 1,743 1,743
Total Fiscal Year Ad Valorem Taxes 12,353 12,312 12,443 17,802
Less:
Non-Operating Taxes 56 56 56 56
Other Than Tax Expense 6 6 6 6
Fiscal Year Capitalized Tax on CWIP (Note 6) 158 132 102 113
Fiscal Year Ad Valorem Tax Expense - Operating 12,133 12,118 12,279 17,627
2nd Installment of Prior Year Tax Billed (April) 5,139 6,146 6,125 6,190
1st Installment of Current Year Tax Billed (December) 6,146 6,125 6,190 8,870
Less: Calendar Year Capitalized Tax on CWIP (Note 6) 847 172 92 112
Total Calendar Year Ad Valorem Tax Exp - Operating 10,438 12,099 12,224 14,948
Income Tax Adjustment (1,696) (19) (55) (2,679)

Note 1 - Includes adjustments for CWIP, Inventory, Possessory Interests, and Leased Equipment
added to Historical Cost and Depreciation Reserve.
Note 2 - Eliminates deferred taxes on non-taxable items from book deferred taxes.
Note 3 - In 2016 & 2017, SBE used 75% Cost Approach / 25% Income Approach to arrive at SDG&E's assessed value.
Note 4 - Tax rate inflated by 1.75% / year based on average tax rate inflation from 2011 to 2016.
Note 5 - Taxes paid directly to special districts, including Nevada taxes for Desert Star Energy Center.
Note 6 - Beginning with calendar year 2012, property tax on CWIP will be capitalized. This adjustment removes that tax from
expense.

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

SONGS AD VALOREM TAX

Tax Year Tax Year Tax Year Tax Year
2016 2017 2018 2019

Plant in Service 0 0 0 0
Materials & Supplies 0 0 0 0
Nuclear Fuel 0 0 0 0
Total Plant in Service per Books 0 0 0 0
Taxable Percentage (Note 1) 108.26% 108.26% 108.26% 108.26%
Taxable Plant in Service 0 0 0 0
Reserve for Depreciation per Books 0 0 0 0
Accumulated Amort - Nuclear Fuel Assemblies 0 0 0 0
Total Reserve for Depreciation 0 0 0 0
Taxable Percentage (Note 1) 100.18% 100.18% 100.18% 100.18%
Taxable Reserve for Depreciation 0 0 0 0
Historical Cost less Depreciation 0 0 0 0
Taxable Deferred Tax Reserve 0 0 0 0
Taxable Percentage (Note 2) 107.82% 107.82% 107.82% 107.82%
Taxable Deferred Tax Reserve 0 0 0 0
HCLD Less 100% of DTR 0 0 0 0
Adjustment for Income Approach Valuation (Note 3) 96.34% 96.34% 96.34% 96.34%
Assessed Value - Unitary 0 0 0 0
Non-Unitary Percentage 0.34% 0.34% 0.34% 0.34%
Assessed Value - Non-Unitary 0 0 0 0
Total Assessed Value 0 0 0 0
Average Tax Rate 1.4986% 1.5386% 1.5785% 1.6185%
Total Fiscal Year Ad Valorem Tax Expense 0 0 0 0
Misc. Ad Valorem Taxes 0 0 0 0
Total Fiscal Year Ad Valorem Taxes 0 0 0 0
Less:
Non-Operating Taxes 0 0 0 0
Other Than Tax Expense 0 0 0 0
Fiscal Year Capitalized Tax on CWIP (Note 6) 0 0 0 0
Fiscal Year Ad Valorem Tax Expense - Operating 0 0 0 0
2nd Installment of Prior Year Tax Billed (April) 0 0 0 0
1st Installment of Current Year Tax Billed (December) 0 0 0 0
Less: Calendar Year Capitalized Tax on CWIP (Note 6) 0 0 0 0
Total Calendar Year Ad Valorem Tax Exp - Operating 0 0 0 0
Income Tax Adjustment 0 0 0 0

Note 1 - Includes adjustments for CWIP, Inventory, Possessory Interests, and Leased Equipment
added to Historical Cost and Depreciation Reserve.
Note 2 - Eliminates deferred taxes on non-taxable items from book deferred taxes.
Note 3 - In 2016 & 2017, SBE used 75% Cost Approach / 25% Income Approach to arrive at SDG&E's assessed value.
Note 4 - Tax rate inflated by 1.75% / year based on average tax rate inflation from 2011 to 2016.
Note 5 - Taxes paid directly to special districts.
Note 6 - Beginning with calendar year 2012, property tax on CWIP will be capitalized. This adjustment removes that tax from
expense. No tax on CWIP capitalized for SONGS beginning June 2013.

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

GAS AD VALOREM TAX

Tax Year Tax Year Tax Year Tax Year
2016 2017 2018 2019

Plant in Service 1,777,306 1,875,150 2,081,653 2,259,736
Materials & Supplies 3,263 3,270 3,389 3,498
Total Plant in Service per Books 1,780,569 1,878,420 2,085,042 2,263,234
Taxable Percentage (Note 1) 108.26% 108.26% 108.26% 108.26%
Taxable Plant in Service 1,927,644 2,033,578 2,257,267 2,450,178
Reserve for Depreciation per Books 976,797 1,014,271 1,052,016 1,090,487
Total Reserve for Depreciation 976,797 1,014,271 1,052,016 1,090,487
Taxable Percentage (Note 1) 100.18% 100.18% 100.18% 100.18%
Taxable Reserve for Depreciation 978,555 1,016,097 1,053,910 1,092,449
Historical Cost less Depreciation 949,089 1,017,481 1,203,357 1,357,729
100% Deferred Tax Reserve 97,547 110,749 127,401 76,827
Taxable Percentage (Note 2) 107.82% 107.82% 107.82% 107.82%
Taxable Deferred Tax Reserve 105,175 119,410 137,364 82,835
HCLD Less 100% of DTR 843,914 898,072 1,065,993 1,274,893
Adjustment for Income Approach Valuation (Note 3) 96.34% 96.34% 96.34% 96.34%
Assessed Value - Unitary 813,027 865,202 1,026,978 1,228,232
Non-Unitary Percentage 0.34% 0.34% 0.34% 0.34%
Assessed Value - Non-Unitary 2,764 2,942 3,492 4,176
Total Assessed Value 815,791 868,144 1,030,470 1,232,408
Average Tax Rate 1.4986% 1.5386% 1.5785% 1.6185%
Total Fiscal Year Ad Valorem Tax Expense 12,226 13,357 16,266 19,946
Misc. Ad Valorem Taxes (Note 5) 6 6 6 6
Total Fiscal Year Ad Valorem Taxes 12,232 13,363 16,272 19,952
Less:
Non-Operating Taxes 54 54 54 54
Other Than Tax Expense 6 6 6 6
Fiscal Year Capitalized Tax on CWIP (Note 6) 668 820 1,370 1,854
Fiscal Year Ad Valorem Tax Expense - Operating 11,504 12,484 14,842 18,038
2nd Installment of Prior Year Tax Billed (April) 4,912 6,086 6,652 8,106
1st Installment of Current Year Tax Billed (December) 6,086 6,652 8,106 9,946
Less: Calendar Year Capitalized Tax on CWIP (Note 6) 809 742 897 1,843
Total Calendar Year Ad Valorem Tax Exp - Operating 10,189 11,996 13,860 16,209
Income Tax Adjustment (1,315) (488) (982) (1,828)

Note 1 - Includes adjustments for CWIP, Inventory, Possessory Interests, and Leased Equipment
added to Historical Cost and Depreciation Reserve.
Note 2 - Eliminates deferred taxes on non-taxable items from book deferred taxes.
Note 3 - In 2016 & 2017, SBE used 75% Cost Approach / 25% Income Approach to arrive at SDG&E's assessed value.
Note 4 - Tax rate inflated by 1.75% / year based on average tax rate inflation from 2011 to 2016.
Note 5 - Taxes paid directly to special districts.
Note 6 - Beginning with calendar year 2012, property tax on CWIP will be capitalized. This adjustment removes that tax from
expense.
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Ad Valorem Tax Rate Inflation

Purpose: To calculate average tax rate in 2019 using
a 5-year trend.

Revised
A 2016/2017 Average Tax Rate 1.4986482%
B 2011/2012 Average Tax Rate 1.2989644%
C 5 Year Increase (A - B) 0.1996839%
D Average Increase (C/5) 0.0399368%
Actual 2016/2017 Average Tax Rate 1.4986482%
Estimated 2017/2018 Average Tax Rate 1.5385850%
Estimated 2018/2019 Average Tax Rate 1.5785218%
Estimated 2019/2020 Average Tax Rate 1.6184586%

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

O&M Payroll Taxes (ED and Gen)

2016 Payroll 134,810
2016 Ratio (Payroll tax/Payroll) 6.68%
2016 Payroll Taxes 9,005
2017 Payroll 150,922
2017 Shared Payroll 16,981
2017 Ratio 6.77%
2017 Payroll Taxes 11,367
2018 Payroll 160,095
2018 Shared Payroll 17,637
2018 Ratio 6.65%
2018 Payroll Taxes 11,819
2019 Payroll 169,423
2019 Shared Payroll 18,206
2019 Ratio 6.66%
2019 Payroll Taxes 12,496
Capital Payroll Taxes (ED and Gen) Common (To Capital OH Pool)
Allocated Allocated
ED and Gen to Electric Gas Common Pyrl Taxes
2017 Capital Labor (Excl. Billed Capital) 67,049 15,457 9,723 6,374
2017 Non-Shared Labor O&M Reassigned to Capital 27,196 N/A 10,725 N/A
2017 Shared Labor O&M Reassigned to Capital 1,737 N/A 808 N/A
Total 2017 Capital Labor 95,982 15,457 21,256 6,374
2017 Ratio 6.77% 6.77% 6.77% 6.77%
2017 Capital Payroll Taxes 6,498 1,046 1,439 432 9,415
2018 Capital Labor (Excl. Billed Capital) 87,078 15,979 17,905 6,589
2018 Non-Shared Labor O&M Reassigned to Capital 28,440 N/A 11,221 N/A
2018 Shared Labor O&M Reassigned to Capital 1,852 N/A 866 N/A
Total 2018 Capital Labor 117,370 15,979 29,991 6,589
2018 Ratio 6.65% 6.65% 6.65% 6.65%
2018 Capital Payroll Taxes 7,805 1,063 1,994 438 11,300
2019 Capital Labor (Excl. Billed Capital) 98,741 12,253 29,943 5,053
2019 Non-Shared Labor O&M Reassigned to Capital 30,327 N/A 12,019 N/A
2019 Shared Labor O&M Reassigned to Capital 1,906 N/A 891 N/A
Total 2019 Capital Labor 130,975 12,253 42,853 5,053
2019 Ratio 6.66% 6.66% 6.66% 6.66%
2019 Capital Payroll Taxes 8,723 816 2,854 337 12,730

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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O&M Payroll Taxes (Gas)

2016 Payroll
2016 Ratio (Payroll tax/Payroll)
2016 Payroll Taxes

2017 Payroll

2017 Shared Payroll
2017 Ratio

2017 Payroll Taxes

2018 Payroll

2018 Shared Payroll
2018 Ratio

2018 Payroll Taxes

2019 Payroll

2019 Shared Payroll
2019 Ratio

2019 Payroll Taxes

Capital Payroll Taxes

2017 Capital Labor (Excl. Billed Capital)
2017 Non-Shared Labor O&M Reassigned to Cap
2017 Shared Labor O&M Reassigned to Capital

Total 2017 Capital Labor
2017 Ratio

2017 Capital Payroll Taxes

2018 Capital Labor (Excl. Billed Capital)

2018 Non-Shared Labor O&M Reassigned to Cap
2018 Shared Labor O&M Reassigned to Capital
Total 2018 Capital Labor

2018 Ratio

2018 Capital Payroll Taxes

2019 Capital Labor (Excl. Billed Capital)

2019 Non-Shared Labor O&M Reassigned to Cap
2019 Shared Labor O&M Reassigned to Capital
Total 2019 Capital Labor

2019 Ratio

2019 Capital Payroll Taxes

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

62,516
6.68%
4,176
71,076
6,590
6.77%
5,258
77,014
6,845
6.65%
5,577
82,156
7,067
6.66%
5,942
Allocated
Gas Common
9,723 6,374
10,725 N/A
808 N/A
21,256 6,374
6.77% 6.77%
1,439 432
17,905 6,589
11,221 N/A
866 N/A
29,991 6,589
6.65% 6.65%
1,994 438
29,943 5,053
12,019 N/A
891 N/A
42,853 5,053
6.66% 6.66%
2,854 337
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Composite Payroll Tax Rate

2016 2017 2018 2019
Social Security Tax
SS Wage Base 118,500 127,200 130,500 135,600
SS Wages 441,485,220 459,577,338 482,830,936 505,414,777
SS Tax Rate 6.20% 6.20% 6.20% 6.20%
SS Taxes 27,372,084 28,493,795 29,935,518 31,335,716
Medicare Wage Base N/A N/A N/A N/A
Medicare Wages 559,374,059 568,455,003 598,370,632 623,700,633
Medicare Tax Rate 1.45% 1.45% 1.45% 1.45%
Medicare Taxes 8,110,924 8,242,598 8,676,374 9,043,659
FUI Wage Base 7,000 7,000 7,000 7,000
FUI Wages 33,336,342 30,517,643 31,188,668 31,559,129
FUI Tax Rate 2.40% 2.70% 0.60% 0.60%
FUI Taxes 800,072 823,976 187,132 189,355
CA-SUI Wage Base 7,000 7,000 7,000 7,000
CA-SUI Wages 33,064,313 30,332,822 30,999,783 31,368,001
CA-SUI Tax Rate 3.10% 3.00% 3.00% 3.00%
CA-SUI Taxes 1,024,994 909,985 929,993 941,040
CA-SUI ETT Tax Rate 0.10% 0.10% 0.10% 0.10%
CA-SUI ETT Taxes 33,064 30,333 31,000 31,368
NV-SUI Wage Base 28,200 29,500 29,500 29,500
NV-SUI Wages 700,860 709,569 717,101 721,024
NV-SUI Tax Rate 0.60% 0.60% 0.60% 0.60%
NV-SUI Taxes 4,205 4,257 4,303 4,326

Total Employer Payroll Tax

Medicare Wages
Composite Rate

37,345,343 38,504,944 39,764,320 41,545,464
559,374,059 568,455,003 598,370,632 623,700,633

6.68% 6.77% 6.65% 6.66%

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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Franchise Fee Factor

2016 Recorded 2017 2018 2019
Electric
Franchise Fees (including non-GRC fees) 113,572,468  Note 1 Note 1 Note 1
Total Electric Gross Receipts 3,290,130,433
Electric Franchise Fee Rate 3.4519% 3.4468% 3.4468% 3.4468%

Note 1 -2017, 2018, and 2019 franchise fee rate are based on average of 2012 to 2016.

Gas

Franchise Fees (including non-GRC fees) 9,412,543  Note 2 Note 2 Note 2
Total Gas Gross Receipts 447,288,162

Gas Franchise Fee Rate 2.1044% 2.0799% 2.0799% 2.0799%

Note 1 - 2017, 2018, and 2019 franchise fee rate are based on average of 2012 to 2016.

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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Franchise Fee Rate Calculation

2012 2013 2014 2015 2016 5 Year
Franchise Franchise Franchise Franchise Franchise Average
ELECTRIC
Total Electric Franchise Payments 91,217,836 95,600,037 115,912,999 125,296,877 113,572,468 108,320,043.52

Electric Gross Receipts
Electric Franchise Fee Percentage for Rate Case

(Franchise Payment / Gross Receipts)
Weighted Average Percentage (5 Year Avg)

GAS

Total Gas Franchise Payments

Gas Gross Receipts

Gas Franchise Fee Percentage for Rate Case
(Franchise Payment / Gross Receipts)
Weighted Average Percentage (5 Year Avg)

2,662,480,538 2,789,683,317 3,350,786,490

3,619,899,476

3,290,130,433

3.4260% 3.4269% 3.4593% 3.4613% 3.4519%
7,422,089 9,148,067 8,900,941 8,587,163 9,412,543
360,189,160 441,089,129 428,198,014 413,308,831 447,288,162
2.0606% 2.0740% 2.0787% 2.0777% 2.1044%
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3.4468%

8,694,160.51

418,014,659
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San Diego Gas & Electric Company
Deferred Tax File

**All subsequent data included in this file are Confidential and Protected Materials Pursuant to PUC Section 583, GO 66-C/D, and D.16-08-024**
Workbook Name: taxSDGEDeferred.xIsb
Workbook Description: The purpose of this workbook is to calculate the weighted average deferred taxes
that flow into rate base.

Worksheet
# Worksheet Title
1 TotalSDGEDeferredTaxes
2 2019DEFTAXES
3 2018DEFTAXES
4 2017DEFTAXES
5 2016DEFTAXES
6 RMFEDTAXDepr
7 2019RMFedDeprOnAdds
8 2018RMFedDeprOnAdds
9 2017RMFedDeprOnAdds
10  Caplnterest
11 TaxDeprCaplnterestED
12  TaxDeprCaplnterestGas
13  TaxDeprCaplnterestGEN
14  TaxDeprCaplinterestSONGS
15  TotalSDGEDeferredTaxesShrdSvcs
16 2019DEFTAXESShrdSvcs
17  2018DEFTAXESShrdSvcs
18  2017DEFTAXESShrdSvcs
19  2016DEFTAXESShrdSvcs
20 RMFEDTAXDeprShrdSvcs
21 2019RMFedDeprOnAddsShrdSves
22  2018RMFedDeprOnAddsShrdSvcs
23  2017RMFedDeprOnAddsShrdSvcs
24  2016RMFedDeprOnAddsShrdSvcs
25 CaplnterestShrdSvcs
26 TaxDeprCaplnterestSSFur&Comm
27 TaxDeprCaplnterestSSComp
28 TaxDeprCaplnterestSSStrcts
29 TaxDeprCaplnterestSSSoft
30 TaxDeprCaplnterestSSET
31 TaxDeprCaplnterestSSGT
32 IN SDGE NOL

Worksheet Description
Summary sheet for forecasted weighted average deferred tax balances.

2019 forecasted weighted average deferred tax calculation.

2018 forecasted weighted average deferred tax calculation.

2017 forecasted weighted average deferred tax calculation.

2016 forecasted weighted average deferred tax calculation.

2017 - 2019 Ratemaking Federal Tax Depreciation.

2019 Area 97 depreciation calculation on forecasted adds.

2018 Area 97 depreciation calculation on forecasted adds.

2017 Area 97 depreciation calculation on forecasted adds.

1986 TRA - Capitalized Interest Adjustment on forecasted adds.

Depreciation effect of Capitalized Interest Adjustment for ED

Depreciation effect of Capitalized Interest Adjustment for Gas

Depreciation effect of Capitalized Interest Adjustment for GEN

Depreciation effect of Capitalized Interest Adjustment for SONGS

Summary sheet for forecasted weighted average deferred tax balances.

2019 forecasted weighted average deferred tax calculation for shared services.

2018 forecasted weighted average deferred tax calculation for shared services.

2017 forecasted weighted average deferred tax calculation for shared services.

2016 forecasted weighted average deferred tax calculation for shared services.

2017 - 2019 Ratemaking Federal Tax Depreciation for shared services.

2019 Area 97 depreciation calculation on forecasted adds for shared services.

2018 Area 97 depreciation calculation on forecasted adds for shared services.

2017 Area 97 depreciation calculation on forecasted adds for shared services.

2016 Area 97 depreciation calculation on forecasted adds for shared services.

1986 TRA - Capitalized Interest Adjustment on forecasted shared service adds.

Depreciation effect of Capitalized Interest Adjustment for Shared Furniture and Communication Equipment
Depreciation effect of Capitalized Interest Adjustment for Shared Computer Equipment
Depreciation effect of Capitalized Interest Adjustment for Shared Structures

Depreciation effect of Capitalized Interest Adjustment for Shared Software

Depreciation effect of Capitalized Interest Adjustment for Electric Telecommunication Equipment
Depreciation effect of Capitalized Interest Adjustment for Gas Telecommunication Equipment

Input for NOL calculation

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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Total Ratebase Deferred Taxes

Weighted Average Deferred Tax Balance - 2016
Weighted Average Deferred Tax Balance - 2017
Weighted Average Deferred Tax Balance - 2018
Weighted Average Deferred Tax Balance - 2019

Ending Deferred Tax Balance - 2016
Ending Deferred Tax Balance - 2017
Ending Deferred Tax Balance - 2018
Ending Deferred Tax Balance - 2019

San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

ED

(543,186)
(560,964)
(347,478)
(333,111)

(554,025)
(584,090)
(337,561)
(318,228)

GAS

(104,148)
(114,593)
(76,530)
(76,522)

(110,749)
(127,401)
(76,827)
(75,499)
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2019 Deferred Taxes

DEFERRED TAX BALANCE @ 12/31/2018

RM BLM 2019 DEPR ON 1981-2016 VINTAGES
RM FED TAX 2019 DEPR ON 1981-2016 VINTAGES

2019 FORECASTED CAPITAL ADDITIONS

2019 RM BLM DEPRECIATION ON 2017 - 2019 CAPITAL ADDITIONS ©
2019 RM TAX DEPRECIATION ON 2017 - 2019 CAPITAL ADDITIONS @

-0
TAX RATE

DEFERRED TAX ON CAPITAL ADDITIONS - DR./ (CR.)

DEFERRED TAX ON CAPITAL ADDITIONS AND 2016 ADJUSTMENTS

1986 TRA - CAPITALIZED INTEREST

OTHER ADJUSTMENTS

DEFERRED TAX BALANCE @ 12/31/2019

WEIGHTED AVERAGE DEFERRED TAX BALANCE DR/(CR)

* Formula was too long for one cell (C19 & F19)

BOOK DEPRECIATION
BLM BOOK TO TAX RATIO

San Diego Gas & Electric Company
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ED
(337,561)
247,370
136,877
110,493
21%
23,203
832,084
77,224
106,387
(29,163)
21%
(6,124)
(6,124)
2,254
(318,228)
(333,111)
98,497
78.40%

GAS
(76,827)
44,255
33,029
11,226
21%
2,357
196,909
23,406
30,394
(6,988)
21%
(1,467)
(1,467)
439
(75,499)
(76,522)
26,497
941,141 88.33%
9,742

241,880
1,236

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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GENERATION
(49,351)
49,083
44,411
4,672
21%
981
17,469
14,671
31,098
(16,426)
21%
(3,450)
(3,450)
(5)
(51,824)
(49,920)
14,729
99.61%

SONGS

0.00%
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San Diego Gas & Electric Company
2019 Deferred Taxes

ED GAS
366 366
(337,561) (76,827)
jan 1,611 0.9153 1,475 335 (336,086) 111 0.9153 101 335 (76,726)
feb 1,611 0.8306 1,338 304 (334,748) 111 0.8306 92 304 (76,634)
mar 1,611 0.7541 1,215 276 (333,533) 111 0.7541 83 276  (76,551)
apr 1,611 0.6694 1,078 245 (332,455) 111 0.6694 74 245  (76,476)
may 1,611 0.5874 946 215 (331,508) 111 0.5874 65 215  (76,411)
jun 1,611 0.5027 810 184 (330,698) 111 0.5027 56 184  (76,356)
jul 1,611 0.4208 678 154 (330,020) 111 0.4208 47 154  (76,309)
aug 1,611 0.3361 541 123 (329,479) 111 0.3361 37 123 (76,272)
sep 1,611 0.2514 405 92 (329,074) 111 0.2514 28 92  (76,244)
oct 1,611 0.1694 273 62 (328,801) 111 0.1694 19 62 (76,225)
nov 1,611 0.0847 136 31 (328,665) 111 0.0847 9 31 (76,216)
dec 1,611 0.0027 4 1 (328,660) 111 0.0027 0 1 (76,216)
Prorated Additions 8,901 612
Beginning of year balance (337,561) (76,827)
Prorated end of year balance (328,660) (76,216)
Average (333,111) (76,522)
GENERATION SONGS
366 366
(49,351) -
jan (206) 0.9153 (189) 335 (49,539) - 0.9153 - 335 -
feb (206) 0.8306 (171) 304  (49,711) - 0.8306 - 304 -
mar (206) 0.7541 (155) 276 (49,866) - 0.7541 - 276 -
apr (206) 0.6694 (138) 245  (50,004) - 0.6694 - 245 -
may (206) 0.5874 (121) 215 (50,125) - 0.5874 - 215 -
jun (206) 0.5027 (104) 184  (50,229) - 0.5027 - 184 -
jul (206) 0.4208 (87) 154  (50,315) - 0.4208 - 154 -
aug (206) 0.3361 (69) 123 (50,385) - 0.3361 - 123 -
sep (206) 0.2514 (52) 92  (50,436) - 0.2514 - 92 -
oct (206) 0.1694 (35) 62 (50,471) - 0.1694 - 62 -
nov (206) 0.0847 (17) 31 (50,489) - 0.0847 - 31 -
dec (206) 0.0027 (1) 1 (50,489) - 0.0027 - 1 -
Prorated Additions (1,138) -
Beginning of year balance (49,351) -
Prorated end of year balance (50,489) -
Average (49,920) -

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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BOOK INCOME BEFORE TAXES
ADD BACK DEPRECIATION
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BOOK INCOME BEFORE TAXES AND DEPRECIATION

FEDERAL ADJUSTMENTS

FED ADJ OTHER THAN INTEREST AND PY CCFT
FIXED CHARGES - OPERATING (INTEREST EXPENSE)
PY CCFT

ADD BACK BLM TAX DEPRECIATION

SUBTRACT TAX DEPRECIATION (BONUS)

TOTAL FEDERAL TAX ADJUSTMENTS

FEDERAL TAXABLE INCOME/(LOSS)
FEDERAL TAX RATE

TAX LIABILITY / (UN-UTILIZED DTL)

UN-UTILIZED DTL CARRIED BACK TO 2017

UN-UTILIZED DTL CARRIED BACK TO 2018

DTL CARRIED FWD FROM PRIOR YRS & UTILIZED THIS YR
UN-UTILIZED DTL CARRIED FWD FROM PRIOR YRS
UN-UTILIZED DTL CARRIED FORWARD TO FUTURE YEARS

FEDERAL TAX DEPRECIATION:
DEPRECIATION ON PRE-2016 VINTAGES
DEPRECIATION ON 2017 ADDITIONS
DEPRECIATION ON 2018 ADDITIONS
DEPRECIATION ON 2019 CAPITAL ADDITIONS
TOTAL TAX DEPRECIATION

2019
ED GAS  GENERATION SONGS Total

385,888 94,549 90,371 0 570,808

409,031 84,968 65,663 - 559,662

794,919 179,517 156,034 0 1,130,470
(520,354)  (95,131) (66,434) - (681,918)
(93,913)  (21,707) (19,363) - (134,983)
(13,040) (2,110) (4,107) - (19,258)

324,593 67,661 63,755 - 456,009
(243,264)  (63,423) (75,509) - (382,195)
(545,978)  (114,710) (101,658) - (762,346)

248,941 64,807 54,376 0 368,124
21% 21% 21% 21% 21%
52,278 13,609 11,419 0 77,306

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0
(136,877)  (33,029) (44,411) - (214,317)
(25,108) (9,193) (1,400) - (35,701)
(43,310)  (11,894) (28,889) - (84,093)
(37,968) (9,306) (810) - (48,084)
(243,264)  (63,423) (75,509) - (382,195)

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company
2018 Deferred Taxes

DEFERRED TAX BALANCE @ 12/31/2017

DEFERRED TAX BALANCE - 2017 Tax Cuts & Jobs Act Adjustment
RM BLM 2018 DEPR ON 1981-2016 VINTAGES

RM FED TAX 2018 DEPR ON 1981-2016 VINTAGES

2018 FORECASTED CAPITAL ADDITIONS

2018 RM BLM DEPRECIATION ON 2017 - 2018 CAPITAL ADDITIONS O
2018 RM TAX DEPRECIATION ON 2017 - 2018 CAPITAL ADDITIONS ®@

@-0
TAX RATE

DEFERRED TAX ON CAPITAL ADDITIONS - DR./ (CR.)
DEFERRED TAX ON CAPITAL ADDITIONS AND 2016 ADJUSTMENTS
1986 TRA - CAPITALIZED INTEREST

OTHER ADJUSTMENTS

DEFERRED TAX BALANCE @ 12/31/2018

WEIGHTED AVERAGE DEFERRED TAX BALANCE DR/(CR)

* Formula was too long for one cell (C19 & F19)

BOOK DEPRECIATION
BLM BOOK TO TAX RATIO

ED GAS
(584,090) (127,401)
233,636 50,961
226,028 41,008
158,323 38,854
67,705 2,154
21% 21%
14,218 452
__ 637,849 149,466
38,323 11,780
53,065 17,193
(14,742) (5,413)
21% 21%
(3,096) (1,137)
(3,096) (1,137)
1,771 208
(337,561) (76,827)
(347,478) (76,530)
51,274 14,602
0.747419 707,978 81% 178,385
7,165 838
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(76,048)
30,419
42,121
45,233
(3,112)
21%
(653)
305,214
2,137
16,754
(14,617)
21%
(3,070)
(3,070)
1
(49,351)
(46,488)
2,138
99.97%

SONGS

0.00%
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San Diego Gas & Electric Company
2018 Deferred Taxes

ED GAS
365 365
(350,454) (76,441)
jan 1,074 0.9178 986 335 (349,468) (32) 0.9178 (30) 335 (76,470)
feb 1,074 0.8329 895 304 (348,573) (32) 0.8329 (27) 304 (76,497)
mar 1,074 0.7562 812 276 (347,761) (32) 0.7562 (24) 276  (76,522)
apr 1,074 0.6712 721 245 (347,040) (32) 0.6712 (22) 245  (76,543)
may 1,074 0.5890 633 215 (346,407) (32) 0.5890 (19) 215  (76,562)
jun 1,074 0.5041 542 184 (345,865) (32) 0.5041 (16) 184  (76,578)
jul 1,074 0.4219 453 154 (345,412) (32) 0.4219 (14) 154  (76,592)
aug 1,074 0.3370 362 123 (345,050) (32) 0.3370 (11) 123 (76,603)
sep 1,074 0.2521 271 92 (344,779) (32) 0.2521 (8) 92 (76,611)
oct 1,074 0.1699 183 62 (344,596) (32) 0.1699 (5) 62 (76,616)
nov 1,074 0.0849 91 31 (344,505) (32) 0.0849 (3) 31  (76,619)
dec 1,074 0.0027 3 1 (344,502) (32) 0.0027 (0) 1 (76,619)
Prorated Additions 5,952 (178)
Beginning of year balance (350,454) (76,441)
Prorated end of year balance (344,502) (76,619)
Average (347,478) (76,530)
GENERATION SONGS
365 365
(45,629) -
jan (310) 0.9178 (285) 335 (45,914) - 0.9178 - 335 -
feb (310) 0.8329 (258) 304 (46,172) - 0.8329 - 304 -
mar (310) 0.7562 (235) 276  (46,407) - 0.7562 - 276 -
apr (310) 0.6712 (208) 245  (46,615) - 0.6712 - 245 -
may (310) 0.5890 (183) 215  (46,797) - 0.5890 - 215 -
jun (310) 0.5041 (156) 184  (46,954) - 0.5041 - 184 -
jul (310) 0.4219 (131) 154  (47,085) - 0.4219 - 154 -
aug (310) 0.3370 (105) 123 (47,189) - 0.3370 - 123 -
sep (310) 0.2521 (78) 92  (47,267) - 0.2521 - 92 -
oct (310) 0.1699 (53) 62  (47,320) - 0.1699 - 62 -
nov (310) 0.0849 (26) 31  (47,346) - 0.0849 - 31 -
dec (310) 0.0027 1) 1 (47,347) - 0.0027 - 1 -
Prorated Additions (1,718) -
Beginning of year balance (45,629) -
Prorated end of year balance (47,347) -
Average (46,488) -
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NET OPERATING LOSS

BOOK INCOME BEFORE TAXES
ADD BACK DEPRECIATION
BOOK INCOME BEFORE TAXES AND DEPRECIATION

FEDERAL ADJUSTMENTS

FED ADJ OTHER THAN INTEREST AND PY CCFT
FIXED CHARGES - OPERATING (INTEREST EXPENSE)
PY CCFT

ADD BACK BLM TAX DEPRECIATION

SUBTRACT TAX DEPRECIATION (BONUS)

TOTAL FEDERAL TAX ADJUSTMENTS

FEDERAL TAXABLE INCOME/(LOSS)
FEDERAL TAX RATE

TAXLIABILITY / (UN-UTILIZED DTL)
UN-UTILIZED DTL CARRIED BACK TO 2016
UN-UTILIZED DTL CARRIED BACK TO 2017

DTL CARRIED FWD FROM PRIOR YRS & UTILIZED THIS YR

UN-UTILIZED DTL CARRIED FWD FROM PRIOR YRS

UN-UTILIZED DTL CARRIED FORWARD TO FUTURE YEARS

FEDERAL TAX DEPRECIATION:
DEPRECIATION ON PRE-2016 VINTAGES
DEPRECIATION ON 2017 ADDITIONS
DEPRECIATION ON 2018 ADDITIONS
DEPRECIATION ON 2019 CAPITAL ADDITIONS
TOTAL TAX DEPRECIATION

San Diego Gas & Electric Company

2019 GRC - APP

2nd Revised Tax Workpapers

2018
ED GAS GENERATION SONGS Total
337,847 74,715 63,740 0 476,302
358,476 72,808 48,668 - 479,952
696,323 147,523 112,408 0 956,254
(434,071)  (85,334) (44,314) - (563,719)
(82,088)  (18,112) (13,651) - (113,852)
(21,324)  (2,555) (6,439) - (30,319)
264,351 52,787 44,258 B 361,396
(211,388)  (56,047) (61,987) - (329,423)
(484,521) (109,261) (82,134) - (675,916)
211,802 38,262 30,274 0 280,338
21% 21% 21% 21% 21%
44,478 8,035 6,358 0 58,871
(158,323)  (38,854) (45,233) - (242,410)
(28,460)  (10,553) (1,552) . (40,565)
(24,606)  (6,640) (15,202) - (46,448)
(211,388) _ (56,047) (61,987) B (329,423)
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San Diego Gas & Electric Company
2017 Deferred Taxes

ED GAS GENERATION SONGS
DEFERRED TAX BALANCE @ 12/31/2016 (554,025) (110,749) (69,193) -
RM BLM 2017 DEPR ON 1981-2016 VINTAGES 230,571 42,078 42,362 -
RM FED TAX 2017 DEPR ON 1981-2016 VINTAGES 172,065 42,723 45,837 -
58,506 (645) (3,475) -
35% 35% 35% 35%
20,477 (226) (1,216) -
2017 FORECASTED CAPITAL ADDITIONS 496,412 158,567 34,015 -
2017 RM BLM DEPRECIATION ON 2017 CAPITAL ADDITIONS ©) 12,139 3,822 695 -
2017 RM TAX DEPRECIATION ON 2017 CAPITAL ADDITIONS ) 161,372 51,984 17,508 -
@-O  (149,233) -48162.22 (16,813) -
TAX RATE 35% 35% 35% 35%
DEFERRED TAX ON CAPITAL ADDITIONS - DR./ (CR.) (52,232) (16,857) (5,884.72) -
DEFERRED TAX ON CAPITAL ADDITIONS AND 2016 ADJUSTMENTS (52,232) (16,857) (5,884.72) -
1986 TRA - CAPITALIZED INTEREST 1,689 430 245 -
OTHER ADJUSTMENTS - - - -
DEFERRED TAX BALANCE @ 12/31/2017 (584,090) (127,401) (76,048) -
WEIGHTED AVERAGE DEFERRED TAX BALANCE DR/(CR) (560,964) (114,593) (70,775) -
* Formula was too long for one cell (C19 & F19)
BOOK DEPRECIATION 15,944 4,763 722 -
BLM BOOK TO TAX RATIO 0.76131312 600,159 80.24% 201,349 96.31% 0.00%
4,301 1,108
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San Diego Gas & Electric Company
2017 Deferred Taxes

ED GAS
365 365
(554,025) (110,749)
jan (2,505) 0.9178 (2,300) 335 (556,324) (1,388) 0.9178 -1273.63766 335 (112,023)
feb (2,505) 0.8329 (2,087) 304 (558,411) (1,388) 0.8329 (1,156) 304 (113,179)
mar (2,505) 0.7562 (1,895) 276 (560,305) (1,388) 0.7562 (1,049) 276 (114,228)
apr (2,505) 0.6712 (1,682) 245 (561,987) (1,388) 0.6712 (931) 245 (115,159)
may (2,505) 0.5890 (1,476) 215 (563,463) (1,388) 0.5890 (817) 215 (115,977)
jun (2,505) 0.5041 (1,263) 184 (564,726) (1,388) 0.5041 (700) 184 (116,676)
jul (2,505) 0.4219 (1,057) 154 (565,783) (1,388) 0.4219 (585) 154 (117,262)
aug (2,505) 0.3370 (844) 123 (566,627) (1,388) 0.3370 (468) 123 (117,729)
sep (2,505) 0.2521 (632) 92 (567,259) (1,388) 0.2521 (350) 92 (118,079)
oct (2,505) 0.1699 (426) 62 (567,685) (1,388) 0.1699 (236) 62 (118,315)
nov (2,505) 0.0849 (213) 31 (567,897) (1,388) 0.0849 (118) 31 (118,433)
dec (2,505) 0.0027 (7) 1 _(567,904) (1,388) 0.0027 (4) 1 (118,437)
Prorated Additions (13,880) (7,687)
Beginning of year balance (554,025) (110,749)
Prorated end of year balance (567,904) (118,437)
Average (560,964) (114,593)
GENERATION SONGS
365 365
(69,193) -
jan (571) 0.9178 (524) 335 (69,717) - 0.9178 - 335 -
feb (571) 0.8329 (476) 304 (70,193) - 0.8329 - 304 -
mar (571) 0.7562 (432) 276  (70,625) - 0.7562 - 276 -
apr (571) 0.6712 (383) 245  (71,008) - 0.6712 - 245 -
may (571) 0.5890 (337) 215 (71,345) - 0.5890 - 215 -
jun (571) 0.5041 (288) 184  (71,633) - 0.5041 - 184 -
jul (571) 0.4219 (241) 154 (71,874) - 0.4219 - 154 -
aug (571) 0.3370 (193) 123 (72,067) - 0.3370 - 123 -
sep (571) 0.2521 (144) 92 (72,211) - 0.2521 - 92 -
oct (571) 0.1699 (97) 62 (72,308) - 0.1699 - 62 -
nov (571) 0.0849 (49) 31 (72,356) - 0.0849 - 31 -
dec (571) 0.0027 (2) 1 (72,358) - 0.0027 - 1 -
Prorated Additions (3,165) -
Beginning of year balance (69,193) -
Prorated end of year balance (72,358) -
Average (70,775) -
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NET OPERATING LOSS

BOOK INCOME BEFORE TAXES
ADD BACK DEPRECIATION
BOOK INCOME BEFORE TAXES AND DEPRECIATION

FEDERAL ADJUSTMENTS

FED ADJ OTHER THAN INTEREST AND PY CCFT
FIXED CHARGES - OPERATING (INTEREST EXPENSE)
PY CCFT

ADD BACK BLM TAX DEPRECIATION

SUBTRACT TAX DEPRECIATION (BONUS)

TOTAL FEDERAL TAX ADJUSTMENTS

FEDERAL TAXABLE INCOME/(LOSS)

FEDERAL TAX RATE

TAX LIABILITY / (UN-UTILIZED DTL)

UN-UTILIZED DTL CARRIED BACK TO 2015

UN-UTILIZED DTL CARRIED BACK TO 2016

DTL CARRIED FWD FROM PRIOR YRS & UTILIZED THIS YR
UN-UTILIZED DTL CARRIED FWD FROM PRIOR YRS
UN-UTILIZED DTL CARRIED FORWARD TO FUTURE YEARS

FEDERAL TAX DEPRECIATION:
DEPRECIATION ON PRE-2016 VINTAGES
DEPRECIATION ON 2017 ADDITIONS
DEPRECIATION ON 2018 ADDITIONS
DEPRECIATION ON 2019 CAPITAL ADDITIONS

San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

TOTAL TAX DEPRECIATION

2017
ED GAS  3ENERATIO! SONGS Total
390,163 78,434 79,390 0 547,987
330,648 64,488 46,292 - 441,427
720,810 142,922 125,681 0 989,414
(364,026) (75,726)  (46,560) - (486,312)
(81,407) (17,294)  (14,921) - (113,622)
(15,857) (1,908) (2,721) - (20,486)
242,709 45,900 43,057 - 331,667
(333,437) (94,707)  (63,345) - (491,490)
(552,017)  (143,735)  (84,491) - (780,243)
168,793 (813) 41,191 0 209,171
35% 35% 35% 35% 35%
59,078 (285) 14,417 0 73,210
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
(172,065) (42,723)  (45,837) - (260,625)
(161,372) (51,984)  (17,508) - (230,865)
(333,437) (94,707)  (63,345) N (491,490)
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San Diego Gas & Electric Company
2016 Deferred taxes

ED GAS GENERATION SONGS
Deferred Tax Balance @ 12/31/2015 (532,348) (97,547) (64,097) -
Deferred Tax Balance @ 12/31/2016 (554,025) (110,749) (69,193) -
Weighted Average Deferred Tax Balance (543,186) (104,148) (66,645) -
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BOOK INCOME BEFORE TAXES
ADD BACK DEPRECIATION
BOOK INCOME BEFORE TAXES AND DEPRECIATION

FEDERAL ADJUSTMENTS

FED ADJ OTHER THAN INTEREST AND PY CCFT
FIXED CHARGES - OPERATING (INTEREST EXPENSE)
PY CCFT

ADD BACK BLM TAX DEPRECIATION (Recorded)
SUBTRACT TAX DEPRECIATION (INCL. BONUS)
TOTAL FEDERAL TAX ADJUSTMENTS

FEDERAL TAXABLE INCOME/(LOSS)

FEDERAL TAX RATE

TAXLIABILITY / (UN-UTILIZED DTL)

UN-UTILIZED DTL CARRIED BACK TO 2014

UN-UTILIZED DTL CARRIED BACK TO 2015

DTL CARRIED FWD FROM PRIOR YRS & UTILIZED THIS YR
UN-UTILIZED DTL CARRIED FWD FROM PRIOR YRS
UN-UTILIZED DTL CARRIED FORWARD TO FUTURE YEARS

FEDERAL TAX DEPRECIATION (Recorded):

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

San Diego Gas & Electric Company

2nd Revised Tax Workpapers

462,051

407,147

869,198

(487,370)

(106,018)
(48,316)
315,196

(490,556)

(817,064)

52,134
35%

18,247

(=] [eNeNeNe]

(490,556)

2019 GRC - APP
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San Diego Gas & Electric Company

2nd Revised Tax Workpapers

RateMaking Federal Deferred Tax Depreciation

2019 GRC - APP

ELECTRIC DISTRIBUTION 2017 2018 2019
Depreciation on 1981 - 2016 Vintages 172,065 158,323 136,877
2017 Additions - Depr 161,372 28,460 25,108
2018 Additions - Depr 24,606 43,310
2019 Additions - Depr 37,968
Total Ratemaking Fed Deferred Depr 333,437 211,388 243,264
GAS 2017 2018 2019
Depreciation on 1981 - 2016 Vintages 42,723 38,854 33,029
2017 Additions - Depr 51,984 10,553 9,193
2018 Additions - Depr 6,640 11,894
2019 Additions - Depr 9,306
Total Ratemaking Fed Deferred Depr 94,707 56,047 63,423
GENERATION 2017 2018 2019
Depreciation on 1981 - 2016 Vintages 45,837 45,233 44,411
2017 Additions - Depr 17,508 1,552 1,400
2018 Additions - Depr 15,202 28,889
2019 Additions - Depr 810
Total Ratemaking Fed Deferred Depr 63,345 61,987 75,509
SONGS 2017 2018 2019

Depreciation on 1981 - 2016 Vintages

2017 Additions - Depr
2018 Additions - Depr
2019 Additions - Depr

Total Ratemaking Fed Deferred Depr

SDG&ETAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

Page 41 of 78

RMFEDTAXDepr





San Diego Gas & Electric Company

2019 Rate-Making Federal Depr

on Capital

FEDERAL DEPRECIATION CALCULATION

METHOD >>>>>>>>>>>>>>>>>
LIFE  >>>>>>>>>>>>>>>>>

30% BONUS DEPRECIATION

ADDITIONS
AFUDC
CAP. INT. & TAXES
REPAIRS
SOFTWARE
BONUS DEPR
TAX BASIS

YR 1 RATE
DEPR.

YR 2 RATE
DEPR.

YR 3 RATE
DEPR.

YR 4 RATE
DEPR.

YR 5 RATE
DEPR.

YR 6 RATE
DEPR.

YR 7 RATE
DEPR.

YR 8 RATE
DEPR.

San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

150DB 150DB 150DB 200DB 200DB 150DB SL 150DB S/IL S/IL 150DB 150DB
20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL Bonus Depreciation Input: 0%
Common Allocation
770,869 17,616 0 14,220 11,832 56,879 0 164,724 0 0 4,976 12,492 1,053,608 0 1,053,608 Common Furniture 10%
(19,047) (923) 0 (497) (464) (1,989) 0 (851) 0 0 (32) (71) (23,873) 0 (23,873) Common Other 40%
12,657 613 0 330 308 1,322 0 565 0 0 21 47 15,864 0 15,864 Common Structures 50%
(154,445) (4,645) 0 0 0 0 0 (9,033) 0 0 0 0 (168,123) 0 (168,123)
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0
610,034 12,661 0 14,053 11,676 56,211 0 155,406 0 0 4,965 12,469 877,475 0 877,475
3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
22,876 633 0 2,008 2,335 2,108 0 5,828 0 0 186 623 36,598 2019
7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
44,038 1,203 0 3,442 3,736 4,058 0 11,219 0 0 358 1,185 69,239 2020
6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
40,732 1,083 0 2,458 2,242 3,753 0 10,376 0 0 332 1,066 62,041 2021
6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
37,682 975 0 1,755 1,345 3472 0 9,599 0 0 307 960 56,095 2022
5.71% 6.93% 6.93% 8.93% 11.52% 5.71% 2.56% 5.71% 0.00% 0.00% 5.71% 6.93%
34,851 877 0 1,255 1,345 3,211 0 8,878 0 0 284 864 51,566 2023
5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
32,240 789 0 1,254 673 2,971 0 8,213 0 0 262 77 47,178 2024
4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
29,818 747 0 1,255 0 2,748 0 7,596 0 0 243 736 43,143 2025
4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
27,586 747 0 627 0 2,542 0 7,027 0 0 225 736 39,489 2026
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San Diego Gas & Electric Company

2019 Rate-Making Federal Depreciation on Capital
100% BONUS DEPRECIATION
METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB 150DB SL 150DB S/IL S/IL 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15 Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL
ADDITIONS 0 134 0 0 0 0 0 0 0 0 0 0 134 0 134
AFUDC 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
CAP. INT. & TAXES 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
REPAIRS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
BONUS DEPR 0 0 0 0 0 0 0 0 0 0 0
TAX BASIS 0 134 0 0 0 0 0 0 0 0 0 0 134 0 134
YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
DEPR. 0 7 0 0 0 0 0 0 0 0 0 0 7 2019
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
DEPR. 0 13 0 0 0 0 0 0 0 0 0 0 13 2020
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
DEPR. 0 1" 0 0 0 0 0 0 0 0 0 0 1" 2021
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
DEPR. 0 10 0 0 0 0 0 0 0 0 10 2022
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 571% 2.56% 571% 0.00% 0.00% 571% 6.93%
DEPR. 0 9 0 0 0 0 0 0 0 0 9 2023
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
DEPR. 0 8 0 0 0 0 0 0 0 0 8 2024
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
DEPR. 0 8 0 0 0 0 0 0 0 8 2025
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
DEPR. 0 8 0 0 0 0 0 0 0 8 2026
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2019 Rate-Making Federal Depr on Capital
MACRS DEPRECIATION
METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB 150DB SL 150DB S/IL S/IL 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15 Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL
ADDITIONS 0 134 0 0 0 0 71,098 0 14,300 61,215 0 0 146,748 32,292 179,039
AFUDC 0 0 0 0 0 0 (2,486) 0 (360) (6,425) 0 0 (9.271) (1,003) (10,274)
CAP. INT. & TAXES 0 0 0 0 0 0 1,652 0 239 4,269 0 0 6,161 666 6,827
REPAIRS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 (12,058) (29,241) 0 0 (41,299) (6,211) (47,510)
0 0
TAX BASIS 0 134 0 0 0 0 70,264 0 2,122 29,819 0 0 102,338 25,744 128,082
YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
DEPR. 0 7 0 0 0 0 827 0 707 9,939 0 0 11,479 2019
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
DEPR. 0 13 0 0 0 0 1,802 0 707 9,939 0 0 12,460 2020
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
DEPR. 0 1" 0 0 0 0 1,802 0 707 9,939 0 0 12,459 2021
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
DEPR. 0 10 0 0 0 0 1,802 0 0 0 1,812 2022
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 571% 2.56% 571% 0.00% 0.00% 571% 6.93%
DEPR. 0 9 0 0 0 0 1,802 0 0 0 1,811 2023
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
DEPR. 0 8 0 0 0 0 1,802 0 0 0 1,810 2024
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
DEPR. 0 8 0 0 0 1,802 0 0 0 1,809 2025
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
DEPR. 0 8 0 0 0 1,802 0 0 0 1,809 2026
Check: Cap Ads 663,807
1,232,781
(568,974)
AFUDC (26,202)
(34,147)
7,945
Cap Int 10,535
22,691
(12,156)
Software (23,478)
(168,123)
144,645
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San Diego Gas & Electric Company

2018 Rate-Making Federal Depr

on Capital

FEDERAL DEPRECIATION CALCULATION

METHOD >>>>>>>>>>>>>>>>>
LIFE  >>>>>>>>>>>>>>>>>

40% BONUS DEPRECIATION

ADDITIONS
AFUDC
CAP. INT. & TAXES
REPAIRS
SOFTWARE
BONUS DEPR
TAX BASIS

YR 1 RATE
DEPR.

YR 2 RATE
DEPR.

YR 3 RATE
DEPR.

YR 4 RATE
DEPR.

YR 5 RATE
DEPR.

YR 6 RATE
DEPR.

YR 7 RATE
DEPR.

YR 8 RATE
DEPR.

150DB

150DB

San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

150DB 200DB 200DB 150DB SL 150DB S/IL S/IL 150DB 150DB
20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL Bonus Depreciation Input: 0%
Common Allocation
579,748 14,231 0 8,717 11,881 34,867 0 113,512 0 0 4,490 300,724 1,068,170 0 1,068,170 Common Furniture 10%
(16,819) (81) 0 (361) (436) (1,443) 0 (574) 0 0 (29) (117) (19,859) 0 (19,859) Common Other 40%
11,176 54 0 240 290 959 0 381 0 0 19 7 13,196 0 13,196 Common Structures 50%
(118,058) (4,645) 0 0 0 0 0 (9,033) 0 0 0 0 (131,736) 0 (131,736)
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0
456,047 9,558 0 8,596 11,735 34,383 0 104,287 0 0 4,480 300,685 929,771 0 929,771
3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
17,102 478 0 1,228 2,347 1,289 0 3.911 0 0 168 15,034 41,557 2018
7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
32,922 908 0 2,105 3,755 2,482 0 7.528 0 0 323 28,565 78,589 2019
6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
30,450 817 0 1,503 2,253 2,296 0 6,963 0 0 299 25,709 70,291 2020
6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
28,170 736 0 1,074 1,352 2,124 0 6,442 277 23,153 63,327 2021
5.71% 6.93% 6.93% 8.93% 11.52% 5.71% 2.56% 5.71% 0.00% 0.00% 5.71% 6.93%
26,054 662 0 768 1,352 1,964 0 5,958 256 20,837 57,851 2022
5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
24,102 595 0 767 676 1,817 0 5,512 237 18,733 52,438 2023
4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
22,292 564 0 768 1,681 0 5,098 219 17,740 48,361 2024
4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
20,622 564 0 383 1,555 0 4,716 203 17,740 45,783 2025
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2018 Rate-Making Federal Depreciation on Capital
100% BONUS DEPRECIATION
METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB 150DB SL 150DB S/IL S/IL 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15 Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL
ADDITIONS 0 190 0 0 0 0 0 0 0 0 0 0 190 0 190
AFUDC 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
CAP. INT. & TAXES 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
REPAIRS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
BONUS DEPR 0 0 0 0 0 0 0 0 0 0 0
TAX BASIS 0 190 0 0 0 0 0 0 0 0 0 0 190 0 190
YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
DEPR. 0 9 0 0 0 0 0 0 0 0 0 0 9 2018
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
DEPR. 0 18 0 0 0 0 0 0 0 0 0 0 18 2019
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
DEPR. 0 16 0 0 0 0 0 0 0 0 0 0 16 2020
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
DEPR. 0 15 0 0 0 0 0 0 0 0 15 2021
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 571% 2.56% 571% 0.00% 0.00% 5.71% 6.93%
DEPR. 0 13 0 0 0 0 0 0 0 0 13 2022
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
DEPR. 0 12 0 0 0 0 0 0 0 0 12 2023
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
DEPR. 0 1" 0 0 0 0 0 0 0 1" 2024
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
DEPR. 0 1" 0 0 0 0 0 0 0 1" 2025
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San Diego Gas & Electric Company

2018 Rate-Making Federal Depreciation on Capital
MACRS DEPRECIATION
METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB 150DB SL 150DB S/IL S/IL 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15 Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL
ADDITIONS 0 190 0 0 0 0 43,583 0 21,343 58,101 0 0 123,217 44,849 168,066
AFUDC 0 0 0 0 0 0 (1,804) 0 (687) (1,882) 0 0 (4,373) (1,559) (5,932)
CAP. INT. & TAXES 0 0 0 0 0 0 1,199 0 456 1,250 0 0 2,906 1,036 3,942
REPAIRS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 (19,119) (46,364) 0 0 (65,484) (9,848) (75,332)
0 0
TAX BASIS 0 190 0 0 0 0 42,978 0 1,993 11,105 0 0 56,267 34,477 90,744
YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
DEPR. 0 9 0 0 0 0 506 0 664 3,701 0 0 4,881 2018
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
DEPR. 0 18 0 0 0 0 1,102 0 664 3,701 0 0 5,486 2019
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
DEPR. 0 16 0 0 0 0 1,102 0 664 3,701 0 0 5,484 2020
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
DEPR. 0 15 0 0 0 0 1,102 0 0 0 1,117 2021
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 571% 2.56% 571% 0.00% 0.00% 5.71% 6.93%
DEPR. 0 13 0 0 0 0 1,102 0 0 0 1,115 2022
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
DEPR. 0 12 0 0 0 0 1,102 0 0 0 1,114 2023
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
DEPR. 0 1" 0 0 0 1,102 0 0 0 1,113 2024
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
DEPR. 0 1" 0 0 0 1,102 0 0 0 1,113 2025
Check: Cap Ads 672,212
1,236,426
(564,214)
AFUDC (26,675)
(25,791)
(884)
Cap Int 10,838
17,138
(6,300)
Software: (79,742)
(131,736)
51,994

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
Page 47 of 78 2018RMFedDeprOnAdds





San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

San Diego Gas & Electric Company
2017 Rate-Making Federal Depreciation on Capital

FEDERAL DEPRECIATION CALCULATION

METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB SL SL 150DB 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL Bonus Depreciation Input: 50%

50% BONUS DEPRECIATION

Common Allocation

ADDITIONS 424,845 19,172 0 10,755 38,981 43,019 0 111,579 0 0 2,951 31,064 682,367 0 682,367 Common Furniture 10%
AFUDC (6,262) (116) 0 (325) (2,025) (1,301) 0 (608) 0 0 (20) (1,860) (12,516) 0 (12,516) Common Other 40%
CAP. INT. & TAXES 4,161 77 0 216 1,345 864 0 404 0 0 13 1,236 8,317 0 8,317 Common Structures 50%
REPAIRS (76,708) (4,645) 0 0 0 0 0 (9,033) 0 0 0 0 (90,386) 0 (90,386)
SOFTWARE 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
BONUS DEPR (111,696) (3,736) 0 (5,323) (19,151) (21,291) 0 (28,635) 0 0 (1.472) (15,220) (206,524) (206,524)
TAX BASIS 234,341 10,753 0 5,323 19,151 21,291 0 73,707 0 0 1,472 15,220 381,259 0 381,259

YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%

DEPR. 8,788 538 0 761 3.830 798 0 2,764 0 0 55 761 18,295 2017
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%

DEPR. 16,917 1,021 0 1,304 6,128 1,537 0 5,321 0 0 106 1,446 33,781 2018
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%

DEPR. 15,647 919 0 931 3.677 1,422 0 4,921 0 0 98 1,301 28,917 2019
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%

DEPR. 14,475 828 0 665 2,206 1,315 0 4,553 0 0 91 1,172 25,305 2020
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 5.71% 2.56% 5.71% 0.00% 0.00% 571% 6.93%

DEPR. 13,388 745 0 475 2,206 1,216 0 4,211 0 0 84 1,055 23,381 2021
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%

DEPR. 12,385 670 0 475 1,103 1,125 0 3,895 0 0 78 948 20,679 2022
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%

DEPR. 11,455 634 0 475 0 1,041 0 3,603 0 0 72 898 18,178 2023
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%

DEPR. 10,597 634 0 237 0 963 0 3,333 0 0 67 898 16,729 2024
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2017 Rate-Making Federal Depr on Capital
100% BONUS DEPRECIATION
METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB SL SL 150DB 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15 Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL
ADDITIONS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
AFUDC 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
CAP. INT. & TAXES 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
REPAIRS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
BONUS DEPR 0 0 0 0 0 0 0 0 0 0 0 0 0 0
TAX BASIS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
DEPR. 0 0 0 0 0 0 0 0 0 0 0 0 0 2017
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
DEPR. 0 0 0 0 0 0 0 0 0 0 0 0 0 2018
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
DEPR. 0 0 0 0 0 0 0 0 0 0 0 0 0 2019
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
DEPR. 0 0 0 0 0 0 0 0 0 0 0 2020
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 571% 2.56% 571% 0.00% 0.00% 5.71% 6.93%
DEPR. 0 0 0 0 0 0 0 0 0 0 0 2021
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
DEPR. 0 0 0 0 0 0 0 0 0 0 0 2022
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
DEPR. 0 0 0 0 0 0 0 0 0 0 2023
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
DEPR. 0 0 0 0 0 0 0 0 0 0 2024
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2017 Rate-Making Federal Depreciation on Capital
MACRS DEPRECIATION
METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB SL SL 150DB 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15 Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL
ADDITIONS 0 0 0 0 0 0 53,774 0 27,815 71,567 0 0 153,156 38,018 191,174
AFUDC 0 0 0 0 0 0 (1,626) 0 (1,069) (2,946) 0 0 (5,642) (1,390) (7,032)
CAP. INT. & TAXES 0 0 0 0 0 0 1,081 0 711 1,958 0 0 3,749 923 4,673
REPAIRS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 (23,876) (57,899) 0 0 (81,775) (12,299) (94,073)
0 0
TAX BASIS 0 0 0 0 0 0 53,229 0 3,581 12,679 0 0 69,488 25,253 94,741
YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
DEPR. 0 0 0 0 0 0 627 0 1,193 4,226 0 0 6,046 2017
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
DEPR. 0 0 0 0 0 0 1,365 0 1,193 4,226 0 0 6,784 2018
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
DEPR. 0 0 0 0 0 0 1,365 0 1,193 4,226 0 0 6,784 2019
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
DEPR. 0 0 0 0 0 0 1,365 0 0 0 1,365 2020
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 571% 2.56% 571% 0.00% 0.00% 5.71% 6.93%
DEPR. 0 0 0 0 0 0 1,365 0 0 0 1,365 2021
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
DEPR. 0 0 0 0 0 0 1,365 0 0 0 1,365 2022
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
DEPR. 0 0 0 0 0 1,365 0 0 0 1,365 2023
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
DEPR. 0 0 0 0 0 1,365 0 0 0 1,365 2024
Check: Cap Ads 653,966
873,541
(219,575)
AFUDC (19,727)
(19,548)
(179)
Cap Int 6,390
12,990
(6,600)
Software: (42,297)
(90,386)
48,089

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
Page 50 of 78 2017RMFedDeprOnAdds





San Diego Gas & Electric Company

San Diego Gas & Electric Company

2019 GRC - APP
2nd Revised Tax Workpapers

2017 - 2019 Capitalized Interest Adjt at
DR/(CR)
2017 2018 2019
Capitalized Interest Addback ED GAS GENERATION SONGS ED GAS GENERATION SONGS ED GAS GENERATION SONGS
1 Excluded from Ratemaking BLM 4,301 1,108 625 0 7,165 838 48 0 9,742 1,236 34 0
35% 35% 35% 35% 21% 35% 35% 35% 21% 35% 35% 35%
1,505 388 219 0 1,505 293 17 0 2,046 433 12 0
2 Excluded from Ratemaking State 4,301 1,108 625 0 7,165 838 48 0 9,742 1,236 34 0
5.746% 5.746% 5.746% 5.746% 6.984% 6.984% 6.984% 6.984% 6.984% 6.984% 6.984% 6.984%
247 64 36 0 500 59 3 0 680 86 2 0
3 Federal Depreciation (161) (55) (23) 0 (579) (137) (47) 0 (1,170) (202) (46) 0
35% 35% 35% 35% 35% 35% 35% 35% 35% 35% 35% 35%
(56) (19) (8) 0 (203) (48) (16) 0 (409) (71) (16) 0
4 State Depreciation (123) (32) (18) 0 (444) (85) (36) 0 (901) (140) (36) 0
5.746% 5.746% 5.746% 5.746% 6.984% 6.984% 6.984% 6.984% 6.984% 6.984% 6.984% 6.984%
@) 2 (1) 0 (31) (6) ) 0 (63) (10) ) 0
Total 86 TRA - Capitalized Interest Adjustment 1,689 | 430 | 245 | 0] 1,771 | 298 | 1] 0] 2,254 | 439 | 5)] 0]
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Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 161 310 287 266 246 227 210
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 123 239 225 212 200 189 178
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2018 7,165
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 269 517 478 443 409 379 350
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 205 398 375 354 333 315 297
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2019 9,742
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 365 703 650 602 557 515 476
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 279 541 510 481 453 428 403
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
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Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 55 105 95 85 77 69 65
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07695 0.06926 0.06233 0.05900
STATE Return 32 61 58 55 52 49 46
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2018 838
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 31 60 56 52 48 44 1
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 24 47 44 4 39 37 35
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2019
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 46 89 83 76 71 65 60
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 35 69 65 61 57 54 51
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
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Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 23 45 42 39 36 33 31
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 18 35 33 31 29 27 26
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2018
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 2 3 3 3 3 3 2
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 1 3 3 2 2 2 2
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2019
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 1 2 2 2 2 2 2
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 1 2 2 2 2 1 1
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
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SONGS
2017
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 0 0 0 0 0 0 0
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2018 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 0 0 0 0 0 0 0
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2019 I
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 0 0 0 0 0 0 0
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
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San Diego Gas & Electric Company
Total Deferred Taxes on Shared Services

SHARED SERVICES SHARED SERVICES SHARED SERVICES SHARED SERVICES SHARED SERVICES SHARED SERVICES
COMMON FUR & COMM COMMON COMPUTERS COMMON STRCTRS COMMON SOFTWARE ELECTRIC TELECOM GAS TELECOM
Weighted Average Deferred Tax Balance - 2016 (407) 109 12,615 (76) (63) -
Weighted Average Deferred Tax Balance - 2017 (427) 7 13,040 (89) (64) -
Weighted Average Deferred Tax Balance - 2018 (409) (348) 13,644 (147) (60) -
Weighted Average Deferred Tax Balance - 2019 (396) (446) 13,903 (179) (59) -
Ending Deferred Tax Balance - 2016 (432) 107 12,878 (75) (65) -
Ending Deferred Tax Balance - 2017 (411) (324) 13,582 (138) (61) -
Ending Deferred Tax Balance - 2018 (401) (425) 13,852 177) (59) -
Ending Deferred Tax Balance - 2019 (380) (516) 14,075 (185) (57) -
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DEFERRED TAX BALANCE @ 12/31/2018

RM BLM 2019 DEPR ON 1981-2016 VINTAGES
RM FED TAX 2019 DEPR ON 1981-2016 VINTAGES

2019 FORECASTED CAPITAL ADDITIONS

2019 RM BLM DEPRECIATION ON 2017 - 2019 CAPITAL ADDITIONS
2019 RM TAX DEPRECIATION ON 2017 - 2019 CAPITAL ADDITIONS

TAX RATE

DEFERRED TAX ON CAPITAL ADDITIONS - DR./ (CR.)

DEFERRED TAX ON CAPITAL ADDITIONS AND 2016 ADJUSTMENTS

1986 TRA - CAPITALIZED INTEREST

OTHER ADJUSTMENTS

DEFERRED TAX BALANCE @ 12/31/2019

WEIGHTED AVERAGE DEFERRED TAX BALANCE DR/(CR)

SHARED SERVICES
COMMON FUR &

San Diego Gas & Electric Company

2019 GRC - APP

2nd Revised Tax Workpapers

SHARED SERVICES
COMMON COMPUTERS

SHARED SERVICES
COMMON STRCTRS

SHARED SERVICES
COMMON SOFTWARE

SHARED SERVICES
ELECTRIC TELECOM

comm
(401) (425) 13,852 177) (59)
168 (109) 4,602 139 18
129 (18) 4,889 174 13
39 (91) (287) (35) 5
21% 21% 21% 21% 21%
8 (19) (60) (7) 1
153 4,610 26,354 - 8
(16) 1,413 1,912 - (@]
(75) 1,825 1065 0 “)
59 (412) 848 - 3
21% 21% 21% 21% 21%
12 (86) 178 - 1
12 (86) 178 - 1
- 15 105 - -
380 516 14,075 185, (57)
(396) (446) 13,903 (179) (59)
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San Diego Gas & Electric Company
2019 Deferred Taxes on Shared Services

BOOK DEPRECIATION (16) 1,441 1,960 - (W] -
BLM BOOK TO TAX RATIO 100.00% 98.01% 97.55% 0.00% 100.00% 0.00%
SHARED SERVICESCOMMON FUR & COMM SHARED SERVICESCOMMON COMPUTERS SHARED SERVICESCOMMON STRCTRS
366 366 366
(401) (425) 13,852
jan 2 0.9153 2 335 (399) 8) 0.9153 7) 335 (432) 19 0.9153 17 335 13,869
feb 2 0.8306 1 304 (398) 8) 0.8306 (6) 304 (438) 19 0.8306 15 304 13,884
mar 2 0.7541 1 276 (396) 8) 0.7541 (6) 276 (444) 19 0.7541 14 276 13,898
apr 2 0.6694 1 245 (395) 8) 0.6694 (5) 245 (449) 19 0.6694 12 245 13,911
may 2 0.5874 1 215 (394) 8) 0.5874 4) 215 (453) 19 0.5874 11 215 13,922
jun 2 0.5027 1 184 (393) 8) 0.5027 4) 184 (457) 19 0.5027 9 184 13,931
jul 2 0.4208 1 154 (393) 8) 0.4208 3) 154 (460) 19 0.4208 8 154 13,939
aug 2 0.3361 1 123 (392) 8) 0.3361 3) 123 (463) 19 0.3361 6 123 13,945
sep 2 0.2514 0 92 (392) (8) 0.2514 (2) 92 (465) 19 0.2514 5 92 13,950
oct 2 0.1694 0 62 (391) (8) 0.1694 (1) 62 (466) 19 0.1694 3 62 13,953
nov 2 0.0847 0 31 (391) (8) 0.0847 (1) 31 (467) 19 0.0847 2 31 13,954
dec 2 0.0027 0 1 (391) (8) 0.0027 (0) 1 (467) 19 0.0027 0 1 13,954
Prorated Additions 9 (42) 103
Beginning of year balance (401) (425) 13,852
Prorated end of year balance (391) (467) 13,954
Average 396 446 13,903
SHARED SERVICESCOMMON SOFTWARE SHARED SERVICESELECTRIC TELECOM SHARED SERVICESGAS TELECOM
366 366 366
77) (59) R
(1) 09153 1) 335 (178) 0 0.9153 0 335 (59) - 0.9153 - 335 -
(1)  0.8306 1) 304 (178) 0 0.8306 0 304 (59) - 0.8306 - 304 -
(1) 0.7541 (0) 276 (179) 0 0.7541 0 276 (59) - 0.7541 - 276 -
(1) 0.6694 (0) 245 (179) 0 0.6694 0 245 (59) - 0.6694 - 245 -
(1) 05874 (0) 215 (180) 0 0.5874 0 215 (59) - 0.5874 - 215 -
(1) 05027 (0) 184 (180) 0 0.5027 0 184 (59) - 0.5027 - 184 -
(1)  0.4208 (0) 154 (180) 0 0.4208 0 154 (58) - 0.4208 - 154 -
(1) 0.3361 (0) 123 (180) 0 0.3361 0 123 (58) - 0.3361 - 123 -
(1) 0.2514 (0) 92 (181) 0 0.2514 0 92 (58) - 0.2514 - 92 -
(1) 0.1694 (0) 62 (181) 0 0.1694 0 62 (58) - 0.1694 - 62 -
(1) 0.0847 (0) 31 (181) 0 0.0847 0 31 (58) - 0.0847 - 31 -
(1) 0.0027 (0) 1 (181) 0 0.0027 0 1 (58) - 0.0027 - 1 -
Prorated Additions (3) 1 -
Beginning of year balance (177) (59) -
Prorated end of year balance (181) (58) -
Average 179 59 -
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SHARED SERVICES SHARED SERVICES SHARED SERVICES SHARED SERVICES SHARED SERVICES SHARED SERVICES
COMMON FUR & COMM COMMON COMPUTERS COMMON STRCTRS COMMON SOFTWARE ELECTRIC TELECOM GAS TELECOM
DEFERRED TAX BALANCE @ 12/31/2017 @11) (324) 13,582 (138) (61) -
RM BLM 2018 DEPR ON 1981-2016 VINTAGES 192 (124) 5,260 159 20 -
RM FED TAX 2018 DEPR ON 1981-2016 VINTAGES 174 34 4,890 348 14 -
18 (90) 370 (189) 6 -
21% 21% 21% 21% 21% 21%
4 (19) 78 (40) 1 -
2018 FORECASTED CAPITAL ADDITIONS 159 2,138 7,850 - (8) -
2018 RM BLM DEPRECIATION ON 2017 - 2018 CAPITAL ADDITIONS (12) 388 1,611 - ™) -
2018 RM TAX DEPRECIATION ON 2017 - 2018 CAPITAL ADDITIONS (43) 816 958 0 @) 0
31 (427) 653 - 2 -
TAX RATE 21% 21% 21% 21% 21% 21%
DEFERRED TAX ON CAPITAL ADDITIONS - DR./ (CR.) 6 (90) 137 - 0 -
DEFERRED TAX ON CAPITAL ADDITIONS AND 2016 ADJUSTMENTS 6 (90) 137 - 0 -
1986 TRA - CAPITALIZED INTEREST - 8 55 - - -
OTHER ADJUSTMENTS - - . B
DEFERRED TAX BALANCE @ 12/31/2018 401 425 13,852 177 (59) -
WEIGHTED AVERAGE DEFERRED TAX BALANCE DR/(CR) (409) (348) 13,644 (147) (60) -
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San Diego Gas & Electric Company
2018 Deferred Taxes on Shared Services

BOOK DEPRECIATION (12) 398 1,681 - (1) -
BLM BOOK TO TAX RATIO 100.00% 97.51% 95.85% 0.00% 100.00% 0.00%
SHARED SERVICESCOMMON FUR & COMM SHARED SERVICESCOMMON COMPUTERS SHARED SERVICESCOMMON STRCTRS
365 365 365
(411) (324) 13,582
jan 1 0.9178 1 335 (410) (8) 0.9178 (8) 335 (332) 23 0.9178 21 335 13,602
feb 1 0.8329 1 304 (409) (8)  0.8329 7 304 (339) 23 0.8329 19 304 13,621
mar 1 0.7562 1 276 (409) (8) 0.7562 (6) 276 (345) 23 0.7562 17 276 13,638
apr 1 0.6712 1 245 (408) (8) 06712 (6) 245 (351) 23 0.6712 15 245 13,653
may 1 0.5890 1 215 (408) (8) 0.5890 (5) 215 (356) 23 0.5890 13 215 13,666
jun 1 0.5041 0 184 (407) (8)  0.5041 (4) 184 (360) 23 0.5041 11 184 13,678
jul 1 0.4219 0 154 (407) (8) 0.4219 (4) 154 (364) 23 0.4219 9 154 13,687
aug 1 0.3370 0 123 (407) (8)  0.3370 (3) 123 (366) 23 0.3370 8 123 13,695
sep 1 0.2521 0 92 (406) (8) 0.2521 (2) 92 (369) 23 0.2521 6 92 13,700
oct 1 0.1699 0 62 (406) (8) 0.1699 (1) 62 (370) 23 0.1699 4 62 13,704
nov 1 0.0849 0 31 (406) (8) 0.0849 (1) 31 (371) 23 0.0849 2 31 13,706
dec 1 0.0027 0 1 (406) (8) 0.0027 0) 1 (371) 23 0.0027 0 1 13,706
Prorated Additions 5 (46) 125
Beginning of year balance 411 324 13,582
Prorated end of year balance (406) (371) 13,706
Average 409 348 13,644
SHARED SERVICESCOMMON SOFTWARE SHARED SERVICESELECTRIC TELECOM SHARED SERVICESGAS TELECOM
365 365 365
(138) (61) -
3) 0.9178 (3) 335 (141) 0 0.9178 0 335 (61) - 0.9178 - 335 -
(3) 0.8329 (3) 304 (143) 0 0.8329 0 304 (60) - 0.8329 - 304 -
3) 0.7562 (3) 276 (146) 0 0.7562 0 276 (60) - 0.7562 - 276 -
(3) 0.6712 (2) 245 (148) 0 0.6712 0 245 (60) - 0.6712 - 245 -
3) 0.5890 (2) 215 (150) 0 0.5890 0 215 (60) - 0.5890 - 215 -
(3) 0.5041 (2) 184 (152) 0 0.5041 0 184 (60) - 0.5041 - 184 -
3) 0.4219 1) 154 (153) 0 0.4219 0 154 (60) - 0.4219 - 154 -
(3) 0.3370 (1) 123 (154) 0 0.3370 0 123 (60) - 0.3370 - 123 -
3) 0.2521 (1) 92 (155) 0 0.2521 0 92 (60) - 0.2521 - 92 -
(3) 0.1699 (1) 62 (156) 0 0.1699 0 62 (60) - 0.1699 - 62 -
3) 0.0849 (0) 31 (156) 0 0.0849 0 31 (60) - 0.0849 - 31 -
3) 0.0027 (0) 1 (156) 0 0.0027 0 1 (60) - 0.0027 - 1 -
Prorated Additions (18) 1 -
Beginning of year balance 138 61) -
Prorated end of year balance (156) (60) -
Average 147 60) -
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SHARED SERVICES

San Diego Gas & Electric Company

2019 GRC - APP

2nd Revised Tax Workpapers

SHARED SERVICES

SHARED SERVICES

SHARED SERVICES

SHARED SERVICES

SHARED SERVICES

COMMON FUR & COMM COMMON COMPUTERS COMMON STRCTRS COMMON SOFTWARE ELECTRIC TELECOM GAS TELECOM
DEFERRED TAX BALANCE @ 12/31/2016 (432) 107 12,878 (75) (65) -
ACCUMULATED RM BLM 2017 DEPR ON 1981-2016 VINTAGES 217 (140) 5,917 179 23 -
ACCUMULATED RM FED TAX 2017 DEPR ON 1981-2016 VINTAGES 247 (55) 4,930 358 15 -
(30) (85) 987 (179) 8 B
35% 35% 35% 35% 35% 35%
(11) (30) 345 (63) 3 -
2017 FORECASTED CAPITAL ADDITIONS 165 2,482 34,135 - (8) -
2017 RM BLM DEPRECIATION ON 2017 CAPITAL ADDITIONS (4) 299 1,059 - o) -
2017 RM TAX DEPRECIATION ON 2017 CAPITAL ADDITIONS (94) 1,475 398 0 (4) 0
90 (1,176) 661 - 4 .
TAX RATE 35% 35% 35% 35% 35% 35%
DEFERRED TAX ON CAPITAL ADDITIONS - DR/ (CR.) 32 (412) 231 - 2 -
DEFERRED TAX ON CAPITAL ADDITIONS AND 2016 ADJUSTMENTS 32 (412) 231 - 2 -
1986 TRA - CAPITALIZED INTEREST - 10 127 - - -
OTHER ADJUSTMENTS - - - - - -
DEFERRED TAX BALANCE @ 12/31/2017 411 324 13,582 138 (61) -
WEIGHTED AVERAGE DEFERRED TAX BALANCE DR/(CR) (427) 7 13,040 (89) (64) -
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San Diego Gas & Electric Company
2017 Deferred Taxes on Shared Services

BOOK DEPRECIATION (4) 304 1,078 - 0) -
BLM BOOK TO TAX RATIO 100.00% 98.10% 98.26% 0.00% 100.00% 0.00%
SHARED SERVICESCOMMON FUR & COMM SHARED SERVICESCOMMON COMPUTERS SHARED SERVICESCOMMON STRCTRS
365 365 365
(432) 107 12,878
jan 2 0.9178 2 335 (430) (36) 0.9178 (33) 335 74 59 0.9178 54 335 12,932
feb 2 0.8329 1 304 (429) (36) 0.8329 (30) 304 44 59 0.8329 49 304 12,981
mar 2 0.7562 1 276 (428) (36) 0.7562 (27) 276 17 59 0.7562 44 276 13,025
apr 2 0.6712 1 245 (426) (36) 0.6712 (24) 245 (7) 59 0.6712 39 245 13,064
may 2 0.5890 1 215 (425) (36) 0.5890 (21) 215 (28) 59 0.5890 35 215 13,099
jun 2 0.5041 1 184 (425) (36) 0.5041 (18) 184 (47) 59 0.5041 30 184 13,128
jul 2 0.4219 1 154 (424) (36) 0.4219 (15) 154 (62) 59 0.4219 25 154 13,153
aug 2 0.3370 1 123 (423) (36) 0.3370 (12) 123 (74) 59 0.3370 20 123 13,173
sep 2 0.2521 0 92 (423) (36) 0.2521 9) 92 (83) 59 0.2521 15 92 13,188
oct 2 0.1699 0 62 (422) (36) 0.1699 (6) 62 (89) 59 0.1699 10 62 13,198
nov 2 0.0849 0 31 (422) (36) 0.0849 (3) 31 (92) 59 0.0849 5 31 13,203
dec 2 0.0027 0 1 (422) (36)  0.0027 (0) 1 (92) 59 0.0027 0 1 13,203
Prorated Additions 10 (199) 325
Beginning of year balance 432 107 12,878
Prorated end of year balance (422) (92) 13,203
Average 427 7 13,040
SHARED SERVICESCOMMON SOFTWARE SHARED SERVICESELECTRIC TELECOM SHARED SERVICESGAS TELECOM
365 365 365
(75) (65) N
(5) 09178 (5) 335 (80) 0 0.9178 0 335 (65) - 0.9178 - 335 -
(5)  0.8329 (4) 304 (84) 0 0.8329 0 304 (64) - 0.8329 - 304 -
(5)  0.7562 (4) 276 (88) 0 0.7562 0 276 (64) - 0.7562 - 276 -
(5) 06712 (4) 245 (92) 0 0.6712 0 245 (64) - 0.6712 - 245 -
(5)  0.5890 (3) 215 (95) 0 0.5890 0 215 (64) - 0.5890 - 215 -
(5) 05041 (3) 184 (97) 0 0.5041 0 184 (63) - 0.5041 - 184 -
(5) 04219 2) 154 (100) 0 0.4219 0 154 (63) - 0.4219 - 154 -
(5)  0.3370 2) 123 (101) 0 0.3370 0 123 (63) - 0.3370 - 123 -
(5)  0.2521 (1) 92 (103) 0 0.2521 0 92 (63) - 0.2521 - 92 -
(5)  0.1699 (1) 62 (103) 0 0.1699 0 62 (63) - 0.1699 - 62 -
(5)  0.0849 (0) 31 (104) 0 0.0849 0 31 (63) - 0.0849 - 31 -
(5) _ 0.0027 (0) 1 (104) 0 0.0027 0 1 (63) - 0.0027 - 1 -
Prorated Additions (29) 2 -
Beginning of year balance 75 65, -
Prorated end of year balance (104) (63) -
Average (89) 64) -
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2016 Deferred Taxes on Shared Services

Deferred Tax Balance @ 12/31/2015

Deferred Tax Balance @ 12/31/2016

Weighted Average Deferred Tax Balance

SHARED SERVICES
COMMON FUR & COMM

(382)

(432)

(407)

San Diego Gas & Electric Company

2019 GRC - APP

2nd Revised Tax Workpapers

SHARED SERVICES
COMMON COMPUTERS

111

107

109

SHARED SERVICES
COMMON STRCTRS

12,351

12,878

12,615
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San Diego Gas & Electric Company
RateMaking Federal Deferred Tax Depreciation on Shared Services

SHARED SERVICES
COMMON FUR & COMM 2017 2018 2019
Jepreciation on 1981 - 2016 Vintages 247 174 129
2017 Additions - Depr (94) (20) (14)
2018 Additions - Depr (23) (39)
2019 Additions - Depr (22)
Total Ratemaking Fed Deferred Depr 153 131 54
SHARED SERVICES
COMMON COMPUTERS 2017 2018 2019
Jepreciation on 1981 - 2016 Vintages (55) (34) (18)
2017 Additions - Depr 1,475 393 236
2018 Additions - Depr 422 676
2019 Additions - Depr 913
Total Ratemaking Fed Deferred Depr 1,420 782 1,807
SHARED SERVICES
COMMON STRCTRS 2017 2018 2019
Jepreciation on 1981 - 2016 Vintages 4,930 4,890 4,889
2017 Additions - Depr 398 868 868
2018 Additions - Depr 90 197

2019 Additions - Depr -

Total Ratemaking Fed Deferred Depr 5,328 5,848 5,954
SHARED SERVICES
COMMON SOFTWARE 2017 2018 2019
Jepreciation on 1981 - 2016 Vintages 358 348 174
2017 Additions - Depr - 0 0
2018 Additions - Depr - 0

2019 Additions - Depr -

Total Ratemaking Fed Deferred Depr 358 348 174
SHARED SERVICES
ELECTRIC TELECOM 2017 2018 2019
Jepreciation on 1981 - 2016 Vintages 15 14 13
2017 Additions - Depr (4) (1) (1)
2018 Additions - Depr (1) (2)
2019 Additions - Depr (1)
Total Ratemaking Fed Deferred Depr 11 12 9

SHARED SERVICES
GAS TELECOM 2017 2018 2019

Jepreciation on 1981 - 2016 Vintages - - -

2017 Additions - Depr - 0 0
2018 Additions - Depr - 0
2019 Additions - Depr -

Total Ratemaking Fed Deferred Depr - - -
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San Diego Gas & Electric Company
2019 Rate-Making Federal Depreciation on Shared Services Capital Additions

FEDERAL DEPRECIATION CALCULATION

METHOD >>>> 200DB 200DB 150DB SL 150DB 150DB
LIFE >>>> 7Yr 5Yr 39 Yr 3Yr 7Yr 7Yr
COMMON COMMON COMMON COMMON ELECTRIC GAS Sub-
FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELCOM Total Other TOTAL Bonus Depreciation Input: 0%
(312 & 313) (301) (311) (271) (171) (261) (291)
ADDITIONS (153) 4,610 26,354 0 (8) 0 30,804 4,632 35,436
AFUDC 0 (137) (967) 0 0 0 (1,104) (166) (1,270)
CAP. INT. & TAXES 0 91 642 0 0 0 733 110 844
REPARIS 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0
BONUS DEPR 0 0 0 0 0 0 0
TAX BASIS (153) 4,564 26,030 0 (8) 0 30,433 4,577 0 35,010
YR 1 RATE 14.29% 20.00% 1.18% 33.33% 14.29% 14.29%
DEPR. (22) 913 0 0 1) 0 890 2019
YR 2 RATE 24.49% 32.00% 2.56% 33.33% 24.49% 24.49%
DEPR. (38) 1,461 0 0 (2) 0 1,421 2020
YR 3 RATE 17.49% 19.20% 2.56% 33.33% 17.49% 17.49%
DEPR. (27) 876 0 0 1) 0 848 2021
YR 4 RATE 12.49% 11.52% 2.56% 0.00% 12.49% 12.49%
DEPR. (19) 526 0 0 (1) 0 506 2022
YR 5 RATE 8.93% 11.52% 2.56% 0.00% 8.93% 8.93%
DEPR. (14) 526 0 0 1) 0 511 2023
YR 6 RATE 8.92% 5.76% 2.56% 0.00% 8.92% 8.92%
DEPR. (14) 263 0 0 1) 0 249 2024
YR 7 RATE 8.93% 0.00% 2.56% 0.00% 8.93% 8.93%
DEPR. (14) 0 0 0 1) 0 (14) 2025
YR 8 RATE 4.46% 0.00% 2.56% 0.00% 4.46% 4.46%
DEPR. 7) 0 0 0 (0) 0 (7) 2026
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San Diego Gas & Electric Company
2018 Rate-Making Federal Depreciation on Shared Services Capital Additions

FEDERAL DEPRECIATION CALCULATION

METHOD >>>> 200DB 200DB 150DB SL 150DB 150DB
LIFE >>>> 7Yr 5Yr 39 Yr 3Yr 7Yr 7Yr
COMMON COMMON COMMON COMMON ELECTRIC GAS Sub-
FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELCOM Total Other TOTAL Bonus Depreciation Input: 0%
(312 & 313) (301) (311) (271) 171) (261) (291)
ADDITIONS (159) 2,138 7,850 0 (8) 0 9,822 1,477 11,298
AFUDC 0 (80) (488) 0 0 0 (568) (85) (654)
CAP. INT. & TAXES 0 53 325 0 0 0 378 57 434
REPAIRS 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0
BONUS DEPR 0 0 0 0 0 0 0
TAX BASIS (159) 2,112 7,686 0 (8) 0 9,631 1,448 11,079

YR 1 RATE 14.29% 20.00% 1.18% 33.33% 14.29% 14.29%

DEPR. (23) 422 90 0 (1) 0 489 2018
YR 2 RATE 24.49% 32.00% 2.56% 33.33% 24.49% 24.49%

DEPR. (39) 676 197 0 (2) 0 832 2019
YR 3 RATE 17.49% 19.20% 2.56% 33.33% 17.49% 17.49%

DEPR. (28) 405 197 0 (1) 0 573 2020
YR 4 RATE 12.49% 11.52% 2.56% 0.00% 12.49% 12.49%

DEPR. (20) 243 197 0 (1) 0 419 2021
YR 5 RATE 8.93% 11.52% 2.56% 0.00% 8.93% 8.93%

DEPR. (14) 243 197 0 (1) 0 425 2022
YR 6 RATE 8.92% 5.76% 2.56% 0.00% 8.92% 8.92%

DEPR. (14) 122 197 0 (1) 0 304 2023
YR 7 RATE 8.93% 0.00% 2.56% 0.00% 8.93% 8.93%

DEPR. (14) 0 197 0 (1) 0 182 2024
YR 8 RATE 4.46% 0.00% 2.56% 0.00% 4.46% 4.46%

DEPR. 7) 0 197 0 (0) 0 190 2025
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San Diego Gas & Electric Company
2017 Rate-Making Federal Depreciation on Shared Services Capital Additions

FEDERAL DEPRECIATION CALCULATION

METHOD >>>> 200DB 200DB 150DB SL 150DB 150DB
LIFE >>>> 7Yr 5Yr 39 Yr 3Yr 7Yr 7Yr
COMMON COMMON COMMON COMMON ELECTRIC GAS Sub- Non-
FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELCOM Total Other Depr TOTAL Bonus Depreciation Input: 50%
(312 & 313) (301) (311) (271) (171) (261) (291)
Federal
ADDITIONS (165) 2,482 34,135 0 (8) 0 36,444 5,480 41,924
AFUDC 0 (71) (892) 0 0 0 (962) (145) (1,107)
CAP. INT. & TAXES 0 47 593 0 0 0 639 96 736
REPAIRS 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0
BONUS DEPR 83 (1,229) 0 0 4 0 (1,143) 0 (1,143)
TAX BASIS (83) 1,229 33,835 0 4) 0 34,978 5,432 40,410
YR 1 RATE 14.29% 20.00% 1.18% 33.33% 14.29% 14.29%
DEPR. (12) 246 398 0 (1) 0 632 2017
YR 2 RATE 24.49% 32.00% 2.56% 33.33% 24.49% 24.49%
DEPR. (20) 393 868 0 (1) 0 1,240 2018
YR 3 RATE 17.49% 19.20% 2.56% 33.33% 17.49% 17.49%
DEPR. . (14) 236 868 0 (1) 0 1,088 2019
YR 4 RATE 12.49% 11.52% 2.56% 0.00% 12.49% 12.49%
DEPR. (10) 142 868 0 (0) 0 998 2020
YR 5 RATE 8.93% 11.52% 2.56% 0.00% 8.93% 8.93%
DEPR. 7) 142 868 0 (0) 0 1,001 2021
YR 6 RATE 8.92% 5.76% 2.56% 0.00% 8.92% 8.92%
DEPR. 7) 71 868 0 (0) 0 931 2022
YR 7 RATE 8.93% 0.00% 2.56% 0.00% 8.93% 8.93%
DEPR. 7) 0 868 0 (0) 0 860 2023
YR 8 RATE 4.46% 0.00% 2.56% 0.00% 4.46% 4.46%
DEPR. (4) 0 868 0 (0) 0 864 2024
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San Diego Gas & Electric Company
2016 Rate-Making Federal Depreciation on Shared Services Capital Additions

FEDERAL DEPRECIATION CALCULATION

METHOD >>>> 200DB 200DB 150DB SL 150DB 150DB
LIFE >>>> 7Yr 5Yr 15 Yr 3Yr 7Yr 7Yr
COMMON COMMON COMMON COMMON ELECTRIC GAS Sub-
FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELCOM Total Other TOTAL
(312 & 313) (301) (311) 271) (171) (261) (291)
Federal
ADDITIONS 0 0 0 0 0 0 0 0 0
AFUDC 0 0 0 0 0 0 0 0 0
CAP. INT. & TAXES 0 0 0 0 0 0 0 0 0
REPAIRS 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0
TAX BASIS 0 0 0 0 0 0 0 0 0
YR 1 RATE 14.29% 20.00% 1.18% 33.33% 14.29% 14.29%
DEPR. 0 0 0 0 0 0 0 2016
YR 2 RATE 24.49% 32.00% 2.56% 33.33% 24.49% 24.49%
DEPR. 0 0 0 0 0 0 0 2017
YR 3 RATE 17.49% 19.20% 2.56% 33.33% 17.49% 17.49%
DEPR. 0 0 0 0 0 0 0 2018
YR 4 RATE 12.49% 11.52% 2.56% 0.00% 12.49% 12.49%
DEPR. 0 0 0 0 0 0 0 2019
YR 5 RATE 8.93% 11.52% 2.56% 0.00% 8.93% 8.93%
DEPR. 0 0 0 0 0 0 0 2020
YR 6 RATE 8.92% 5.76% 2.56% 0.00% 8.92% 8.92%
DEPR. 0 0 0 0 0 0 0 2021
YR 7 RATE 8.93% 0.00% 2.56% 0.00% 8.93% 8.93%
DEPR. 0 0 0 0 0 0 0 2022
YR 8 RATE 4.46% 0.00% 2.56% 0.00% 4.46% 4.46%
DEPR. 0 0 0 0 0 0 0 2023
Common Furnature BLM Ratio 0.00%
Common Computers BLM Ratio 0.00%
Common Structures BLM Ratio 0.00%
Common Software 0.00%
Electric Telecom BLM Ratio 0.00%
Gas Telecom BLM Ratio 0.00%

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
Page 68 of 78 2016RMFedDeprOnAddsShrdSvcs





0
2017-2019 Capitalized Interest Adjustment on Shared Services
DR/(CR)

San Diego Gas & Electric Company

2019 GRC - APP

2nd Revised Tax Workpapers

2017
COMMON COMMON COMMON COMMON ELECTRIC GAS
Capitalized Interest Addback FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELECOM
1 Excluded from Ratemaking BLM (Area 99) 0 23 296 0 0 0
35% 35% 35% 35% 35% 35%
0 8 104 0 0 0
2 Excluded from Ratemaking State (Area 98) 0 23 296 0 0 0
5.746% 5.746% 5.746% 5.746% 5.746% 5.746%
0 1 17 0 0 0
3 Federal Depreciation 0 1 15 0 0 0
35% 35% 35% 35% 35% 35%
0 0 5 0 0 0
State Depreciation 0 1 13 0 0 0
5.746% 5.746% 5.746% 5.746% 5.746% 5.746%
0 0 1 0 0 0
Total 86 TRA - Capitalized Interest Adjustment 0] 10 | 127 | 0] 0] 0]
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2018
COMMON COMMON COMMON COMMON ELECTRIC GAS
Capitalized Interest Addback FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELECOM

1 Excluded from Ratemaking BLM (Area 99) 0 26 162 0 0 0
21% 21% 21% 21% 21% 21%

0 6 34 0 0 0

2 Excluded from Ratemaking State (Area 98) 0 26 162 0 0 0
6.984% 6.984% 6.984% 6.984% 6.984% 6.984%

0 2 11 0 0 0

3 Federal Depreciation 0 4 36 0 0 0
21% 21% 21% 21% 21% 21%

0 1 8 0 0 0

State Depreciation 0 3 33 0 0 0
6.984% 6.984% 6.984% 6.984% 6.984% 6.984%

0 0 2 0 0 0

Total 86 TRA - Capitalized Interest Adjustment 0] 8 | 55 | 0] 0] 0]
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2019
COMMON COMMON COMMON COMMON ELECTRIC GAS
Capitalized Interest Addback FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELECOM

1 Excluded from Ratemaking BLM (Area 99) 0 46 321 0 0 0
21% 21% 21% 21% 21% 21%

0 10 67 0 0 0

2 Excluded from Ratemaking State (Area 98) 0 46 321 0 0 0
6.984% 6.984% 6.984% 6.984% 6.984% 6.984%

0 3 22 0 0 0

3 Federal Depreciation 0 7 57 0 0 0
21% 21% 21% 21% 21% 21%

0 1 12 0 0 0

State Depreciation 0 6 52 0 0 0
6.984% 6.984% 6.984% 6.984% 6.984% 6.984%

0 0 4 0 0 0

Total 86 TRA - Capitalized Interest Adjustment 0] 15 | 105 | 0] 0] 0]
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San Diego Gas & Electric Company
Computation of Depreciation on 50% of Capitalized Interest on Shared Services

COMMON FURNITURE AND COMMUNICATION EQUIPMENT

2017 [ o]

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2018 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2019 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
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Computation of Depreciation on 50% of Capitalized Interest on Shared Services

COMMON COMPUTER EQUIPMENT

2017

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 1 2 2 2 1 1 1
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 1 2 2 2 2 1 1
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2018
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 1 3 2 2 2 2 2
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 1 2 2 2 2 2 1
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2019
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 2 4 4 4 3 3 3
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 2 4 4 4 3 3 2
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
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Computation of Depreciation on 50% of Capitalized Interest on Shared Services

COMMON STRUCTURES

2017 296
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 15 28 25 23 18 17 17
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 13 26 23 23 19 18 16
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2018 162
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 8 15 14 12 10 10 10
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 7 14 13 12 11 10 9
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2019 321
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 16 31 27 25 20 19 19
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 15 28 25 25 21 19 17
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
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San Diego Gas & Electric Company

Computation of Depreciation on 50% of Capitalized Interest on Shared Services
COMMON SOFTWARE

2017 [ o

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2018 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2019 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
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San Diego Gas & Electric Company

Computation of Depreciation on 50% of Capitalized Interest on Shared Services
ELECTRIC TELECOMMUNICATION EQUIPMENT

2017 [ o

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2018 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2019 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
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San Diego Gas & Electric Company

Computation of Depreciation on 50% of Capitalized Interest on Shared Services
GAS TELECOMMUNICATION EQUIPMENT

2017 [ o

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2018 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2019 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
Page 77 of 78 TaxDeprCaplnterestSSGT





San Diego Gas & Electric Company
Data for Net Operating Loss

San Diego Gas & Electric Company

2nd Revised Tax Workpapers

2019 GRC - APP

Calculated Values from SUM File
. . . A 2016 Calc.
Received From File Received From Workseet Type Line Iltem N R 2017 2018 2019
N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A N/A N/A
Sum.xisb OuT NOI ED Book Income Before Tax N/A 390.163 | 337.847 | 385.888
Sum.xisb OuT NOI ED Depreciation & Amortization N/A 330.648 | 358.476 | 409.031
Sum.xisb OuT NOI ED Fed Tax Adi. (Other Than Interest & PY CCFT) N/A (364.026) (434.071)| (520.354)
Sum.xisb OuT NOI ED Interest Adiustment N/A (81.407)| (82.088)( (93.913)
Sum.xisb OUT NOI ED P/Y CCFT N/A (15.857)| (21.324)| (13.040)
Sum.xisb OuT NOI Generation |Book Income Before Tax N/A 79.390 63.740 90.371
Sum.xisb OUT NOI Generation |Depreciation & Amortization N/A 46.292 48.668 65.663
Sum.xisb OuT NOI Generation |Fed Tax Adi. (Other Than Interest & PY CCFT) N/A (46.560)| (44.314)( (66.434)
Sum.xisb OuT NOI Generation |Interest Adiustment N/A (14.921)| (13.651)( (19.363)
Sum.xisb OuT NOI Generation |P/Y CCFT N/A (2721 (6.439)|  (4.107)
Sum.xisb OuT NOI SONGS Book Income Before Tax N/A 0 0 0
Sum.xisb OuT NOI SONGS Depreciation & Amortization N/A - - -
Sum.xisb OuT NOI SONGS Fed Tax Adi. (Other Than Interest & PY CCFT) N/A - - -
Sum.xisb OUT NOI SONGS Interest Adiustment N/A - - -
Sum.xisb OuT NOI SONGS P/Y CCFT N/A - - -
Sum.xisb OUT NOI Gas Book Income Before Tax N/A 78.434 74.715 94.549
Sum.xisb OuT NOI Gas Depreciation & Amortization N/A 64.488 72.808 84.968
Sum.xisb OuT NOI Gas Fed Tax Adi. (Other Than Interest & PY CCFT) N/A (75.726)| (85.334)( (95.131)
Sum.xisb OUT NOI Gas Interest Adiustment N/A (17.294)| (18.112) (21.707)
Sum.xisb OUT NOI Gas P/Y CCFT N/A (1.908) (2.555) (2.110)
Sum.xisb ouT NoI Combined |Book Income Before Tax 462,051 N/A N/A N/A
Sum.xisb ouT NoI Combined |Depreciation & Amortization 407.147 N/A N/A N/A
Sum.xisb OUT NOI Combined |Fed Tax Adi. (Other Than Interest & PY CCFT) (487.370) N/A N/A N/A
Sum.xisb ouT NoI Combined |Interest Adiustment (106.018) N/A N/A N/A
Sum.xisb ouT NoI Combined |P/Y CCFT (48.316) N/A N/A N/A

Original Values - Superseded if NOL (From Col. G - Col. J)
cle. 2017 2018 2019
Not Recorded
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A 390.163 337.847 385.888
N/A 330.648 358.476 409.031
N/A (364.026) (434.071) (520.354)
N/A (81.407) (82.088) (93.913)
N/A (15.857) (21.324) (13.040)
N/A 79.390 63.740 90.371
N/A 46.292 48.668 65.663
N/A (46.560) (44.314) (66.434)
N/A (14.921) (13.651) (19.363)
N/A 2721 (6.439) (4.107)
N/A 0 0 0
N/A - - -
N/A - - -
N/A - - -
N/A - - -
N/A 78.434 74.715 94.549
N/A 64.488 72.808 84.968
N/A (75.726) (85.334) (95.131)
N/A (17.294) (18.112) (21.707)
N/A (1.908) (2.555) (2.110)
462,051 N/A N/A N/A
407.147 N/A N/A N/A
(487.370) N/A N/A N/A
(106.018) N/A N/A N/A
(48.316) N/A N/A N/A

arget Location For Pasted Values
2016 Calc.

Not Recorded 2017 2018 2019
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A 390.163 337.847 385.888
N/A 330.648 358.476 409.031
N/A (364.026) (434.071) (520.354)
N/A (81.407) (82.088) (93.913)
N/A (15.857) (21.324) (13.040)
N/A 79.390 63.740 90.371
N/A 46.292 48.668 65.663
N/A (46.560) (44.314) (66.434)
N/A (14.921) (13.651) (19.363)
N/A (2.721) (6.439) (4.107)
N/A 0 0 0
N/A - - -
N/A - - -
N/A - - -
N/A - - -
N/A 78.434 74.715 94.549
N/A 64.488 72.808 84.968
N/A (75.726) (85.334) (95.131)
N/A (17.294) (18.112) (21.707)
N/A (1.908) (2.555) (2.110)
462,051 N/A N/A N/A
407,147 N/A N/A N/A
(487.370) N/A N/A N/A
(106.018) N/A N/A N/A

(48.316) N/A N/A N/A

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
Page 78 of 78

IN_SDGE_NOL










image3.emf
SDG&E-18.pdf


SDG&E-18.pdf
Company: San Diego Gas & Electric Company (U 902 M)
Proceeding: 2019 General Rate Case

Application: A.17-10-

Exhibit: SDG&E-18

SDG&E

DIRECT TESTIMONY OF JERRY D. STEWART
(CUSTOMER SERVICE OFFICE OPERATIONS)

October 6, 2017

BEFORE THE PUBLIC UTILITIES COMMISSION

OF THE STATE OF CALIFORNIA
[ E

)
A gj Sempra Energy utility”

317130





II.

I1I.

TABLE OF CONTENTS

INTRODUCTION ......coitieiieieeitet ettt ettt ettt te st e st eneesseenseensesneenseensesneenseeneas 1
A. Summary of Customer Service Office Operations Costs and Activities................ 1
B. Summary of Safety and Risk-Related Costs.........cccceeviiviieniieniieieciecieecie e 3
C. Summary of Costs Related to Fueling our Future (FOF) .......cooovviviiiiniiiicieee. 4
D. Organization Of TEStIMONY ......ooviriiiiiiriiniiieieeeeeet et 4
E. Support To/From Other WItNESSES .........cecvierieeriieeiieniieeieesieeeveesieeeereeseesaeeseennns 4
RISK ASSESSMENT MITIGATION PHASE AND SAFETY CULTURE ...................... 5
A. Employee, Contractor and Public Safety........c..ccoceveriiniiiiniiniiiicceice 7
B. WOrkforce PLanning............occvieiieiieeiiieiie ettt s en 8
NON-SHARED COSTS ...ttt ettt ettt sttt et ettt s e s eneeenee e 9
A. Advanced Metering Operations (AMO) ......cc.coierieneniinieiienieneeeeeseee e 9
1. Description of Costs and Underlying ACtiVities .........cccceevveerieenueeneeenen. 10
2. Forecast Method.............ooiiiiiiiiii e 13
3. COSE DITIVETS ..ttt ettt et sttt et esateeseesaeeens 13
a. Work Order Volume InCrease..........cocveveeveerienienenieneeniecieneene 13
b. Apprentice — Meter TeStersS......uuveviiierieeeiieeeiee e 14
c. RAMP — Workforce Planning — Electric Meter Tester................. 14
d. RAMP — Workforce Planning — Meter School.............ccccceenne. 15

e. Voluntary Retirement Enhancement Project (VREP) and
Full Year Labor Impact - Process Improvements.............c...c....... 15
f. Residential TOU Mass Default...........cocceveeiinieniniiinieieeienene 16
g. Non-Labor Adjustment ...........ccccuveeeieeeiieeecieeeieeeee e 17

h. Capital Project Impacts (Smart Meter Network

Enhancement project) ........ccceevuveerciiieriiieciie e 18
1. FOF - Business OptimiZation...........c.ccceeevveeienieneneeneenneeneneene 18
B. BAIIINE o ettt et eate b enee 18
1. Description of Costs and Underlying ACtiVities .........ccccveevreervrerreenneennen. 19
2. Forecast Method...........c.oouiiiiiiiiiie e 21
3. COSE DITVETS ..ttt ettt et st 21
a. Growth in Interval Billed Accounts...........coceveeveeienienienienenne. 21
b. Residential TOU Mass Default...........ccooceeniiiiiiniiiiiiniiiieee 23
c. Complex Billing Data Analytics.........ccccoevieviiieniiniiieieeieeee 23
d. Impact of Regulatory DecCiSIONs..........c.eeeveerieerieenieeniienieenieeneneans 24

JDS-1





e. FOF - Business OptimizZation...........c.ccceeevverienieneneeneeneeneeneene 25

Credit & COIIECHIONS .....eeuiiriieiiiiieriteie ettt sttt s 25
1. Description of Costs and Underlying Activities .........ccceeeeveeeerveercreeennnenn. 26
2. Forecast Method..........cc.ooooiiiiiiiecece e 27
3. COSE DITVETS ..ttt sttt et sttt 27
a. Collection Agency COMMISSION .....cccuvveervieerrieerieeeeireeerireeeeeeenns 28
b. Customer GTOWtH.........oooviiiiiiie e 28
C. VREP ...t 28
d. Complex Credit ANAlytiCS.....ccuueeriuiieriieeriieeriie et 29
e. FOF - Business OptimizZation...........c.ccceeevueeeenienenieneenneeneeneene 29
f. Memorandum Accounts — RDMA ..........coceviinieneniinieiceienne, 30
Remittance PrOCESSING........ccviiiiiiiiieiieeiiecie ettt e eee 31
1. Description of Costs and Underlying ACtiVities ........ccccecereereenueneennennne. 32
2. Forecast Method.........c..oovuiiiiiiiiiiiiniieeeee e 32
3. COSE DITIVETS ..ttt ettt st ettt s ens 32
a. Software Licensing COStS .......cevueriereenierieneeieeieneenieeeeseesieeees 33
b. Increase of E-Bills Delivered...........ccccovoeeviiiienieneniineenccienene 33
c. Forms & EnVelopes......c.coouiieiieriieiieiieeiieeie et 33
d. Rendering and Payment of Bills ..........cccccoviiiiiiiiiiiiiies 33
POSTAZE ..ot 34
1 Description of Costs and Underlying ACtiVities .........ccccueeveerreerueenneennen. 34
2 Forecast Method..........c.oeoiiiiiiiieeeeeee e 34
3. COSE DITVETS .ttt sttt et sttt st 34
a. Postage for Meter Growth............cccvevieeiieniieiiieeieeieecieeee e 35
b. Decreased Postage Cost........coeevuerieriineiiienienieeiencseeeeeneene 35
c. POStage SAVINGS ....ccoviieiiiiiieiieie ettt 35
d. Postage Savings Due to Paperless Bills..........ccccoeevvevieniieniennnn. 35
Branch Offices and Authorized Payment Locations..........c.cceccveeeeveenciieenceneennnnn. 35
1. Description of Costs and Underlying ACtiVities .........cccceevueerieenueenveennen. 36
2. Forecast Method.........ccooiiiiiiiiniieieee e 37
3. COSE DITIVETS ..ttt ettt ettt et et e st e saeeens 37
a. Salary Differential — Wage Adjustment.............ccceecvveviieniennrenen. 38
b. Non- Labor Adjustment ............cccuvevvieiieiiieniieeieeeeeie e 38
C. ADA ComPlIance........cccueeeviieriieeiie et 38

JDS-ii





d. FOF - Business Optimization - Branch Office Kiosk

Replacement and EXpansion...........cccecceeeevieeniieeeiieeniieenieeee, 39
e. Closure of Branch Offices .........ccoceiiiiiiiiiiiniiiieieeeee 39
G. Customer Contact Center OPErations ...........cccueerueeeveereeriieerieenieeesieenaeesneesseeneens 49
1. Description of Costs and Underlying ACtiVities .........ccccueeveerieerueenneennen. 49
2. Forecast Method............ooiiiiiiiii e 50
3. COSE DITVETS ..ottt ettt et st 52
a. Salary Differential — ESS Wage Adjustment.............cccceveennennnen. 52
b. Labor Reduction (Overtime Payout for Non-Exempt
EMPLOYEES) .ottt ettt 53
C. Customer Growth — Call Volume ..........ccccovceevieiiniiniiieniecee, 53
d. Residential TOU Mass Default...........cceeeeuieeeciieiciiiecieeeeeee, 53
RAMP-Post Filing — Capture Email Addresses.........cccecueevennene 54
CARE Enrollments by ESS ..ot 54
g. Capital Project Impacts — IVR Enhancement
(Capital Project #T19031 FOF — IVR Project)......ccccceevveeuvrennennne. 55
h. FOF - Business Optimization............ccccueeereveeenieeenieesneeeeneeesneenn 55
H. Customer Contact Center SUPPOTT ......cccverveerieeiienieiieenie et 56
1. Description of Costs and Underlying ACtiVities .........ccccveevveerveerreenveennen. 56
2. Forecast Method............oooiiiiiiiii e 56
3. COSE DIIVETS ...ttt ettt e e ab e e e taeeeabeesneeeenneeens 56
a. FOF - Business Optimization............ccceeeeuierieerieeniieenieenreeseennens 57
L Customer Operations Support and Projects ..........coocuevveerieeieenienneeniccceeeeen 57
1. Description of Costs and Underlying ACtiVities ........c.ccecereererrueneennennne. 57
2. Forecast Method.........coooiuiiiiiiinieiieeeeee e 59
3. COSE DITIVETS ..ttt ettt ettt ettt et e st et e s ens 59
a Full Year Effect of Labor Vacancies .........c.ccoccveeevieeecieeecnieeenneen. 59
b. Employee Development...........ccceeevierieeiiieniieniienieeieesee e 59
c. Project Growth — Business Requirements ............cccceeeveeecveeennenn. 60
d. Capital Project Impacts — GRC Phase 2 (Capital project
B TTO007) ettt et 60
e. Capital Project Impacts — CCE Phase 3 (Capital Project
H TLTO0AT) et e 60
f. Software Subscription — Per User Fees.........ccccoeevvevciienciiennnen. 61
IV.  UNCOLLECTIBLE RATE ......oooiiieeeeeee ettt 61
Vo CAPITAL ettt ettt ettt sa ettt sb e bt et e b 63

JDS-iii





A. Technical ObSOIESCENCE........ccueiiiriiiiiiiiricieeet et 64
1. Electronic Bill Presentment and Payment Technology (EBPP Tech)

Refresh (Project # T16052)....cc.uuieviiieeiieeiie e 65

2. Smart Meter Systems Upgrade (Project # T15064).......ccccoevvvenievvienennne. 65

B. Improving Customer EXPErienCe .......cccuvieruieeriieeriieeiiee e eireeeieeesvee e 66

1. Advanced Analytics Foundation (Project # T16043) .......cccceevvevrveennenn. 66

2. FOF - IVR Project (Project # T19031) ..cc.eeeiieiiiiieiieeeeeeeee e 66

3. Bill Redesign Phase 2 (Project # T16039)......ccceevvieviieniienieeiieiieeveenen. 67

C. MaANAAtEd. .....ooiiiieee e st 67

1. Net Energy Metering Successor Tariff (NEM 2.0) (Project # T16020) ... 67

D. Business OPptiMIZation ..........cevvieerieeeniieeiieeerieeereeeeeeeereeeireesareesaeeesneeesnseees 68

1. FOF - KANA Enhancements and Online Training (Project # T19030)... 68

2. FOF - Propensity to Pay (Project # T19029) ......ccccocvevirveniiiniiniinicenee. 69

3. DASR System Upgrade (Project # T14038)......ccccveeviieeiieniieeieeiieeveenen. 69

4. Centralized Calculation Engine PH3 (CCE PH3) (Project # T16047)..... 70

5. IDS Billing Enhancement (Project # T16025).......ccccooivviniiniinenicnenee. 70

6. Off But Registering (OBR) Enhancement Project (Project # T19038) .... 70

7. Remote Meter Configuration (RMC) Rebuild (Project # T19037) .......... 71

8. RAMP - Enhanced Network Analytics (Project # T19036) ..................... 71

0. Branch Office Kiosk Replacement (Project # T19001)........ccceeeevvennennen. 71

10. Smart Meter Network Enhancement (Project # T16034) ...........cccuueee.... 72

1. Smart Meter Network Devices (Project # T16028) .......ccccoevvveviereeenennne. 72

12. Smart Meter Network Modernization (Project # T19047) .........ccveenee.e. 73

VI, CONCLUSION ...ttt ettt ettt ettt et e aee st ebe et e sse e seeneesseeseeneesseenseenseseeenes 74

VII. WITNESS QUALIFICATIONS .....oootieieiee ettt 75
LIST OF APPENDIX

APPENDIX A — Gl0SSary Of TEIMS ....cccuviiiiieiiieiieeie ettt ettt eiee e eaeeeveensaeeanees JDS A-1

JDS-iv





SUMMARY

TY 2019 Summary of Total O&M Costs

CS - OFFICE OPERATIONS
(In 2016 §)
2016 Adjusted- TY 2019 Change (000s)
Recorded Estimated
(000s) (000s)
Total Non-Shared Services 36,818 44319 7,501
Total O&M 36,818 44,319 7,501
TY 2019 Summary of Total Capital IT Costs
INFO TECH/TELECOM CAPITAL
(In 20169)
Categories of Management Estimated 2017 | Estimated 2018 Estimated
(000s) (000s) TY 2019
CS — Office Operations 14,897 15,774 16,332

Summary of Requests

San Diego Gas & Electric Company’s (SDG&E) Customer Service Office Operations is

requesting $7.501 million over 2016 adjusted recorded. This request represents a 20% change

between the base year (BY) 2016 adjusted recorded and the test year (TY) 2019 General Rate

Case (GRC) request. This increase is primarily attributable to supporting customer growth, an

increase in interval billed accounts, upcoming residential time of use mass default, and

upgrading our technology and response systems so we can meet our customers’ needs quickly

and efficiently.

The associated resources will allow us to provide customers with Advanced Meter

Operations, Billing, Credit and Collections, Remittance Processing, Postage, Branch Offices,

Customer Contact Center, Customer Operations Support and Projects among other services.

SDG&E’s request reflects the effects of the following:

Support for growth in interval billed accounts

System enhancements to business applications and operational support

Maintenance and growth of Net Energy Metering (NEM)

Maintenance and growth of Smart Pricing rates

Residential rate reform and transitioning residential customers to time-of-use

pricing plans
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o Operational efficiency projects

o Risk Assessment Mitigation Phase (RAMP) activities

SDG&E has aligned the above activities to create an organization focused on partnering
with our customers as a trusted energy advisor by ensuring convenient, responsive, efficient,
reliable and safe customer service. Implementation of these activities will allow SDG&E to
continue controlling costs while delivering customer service in a safe, efficient, effective and
reliable manner.

I chose a base year forecast method for Customer Service Office Operations. For the
various reasons described in my testimony, a base year forecast represents an appropriate starting
point to calculate TY 2019 operations and maintenance expenses for the activities listed above.
My testimony also includes a request for funding an uncollectible rate based on a ten-year
average.

In addition to sponsoring my own organization’s costs, my testimony also supports the
business justification for Information Technology (IT) capital costs for Customer Service Office
Operations projects that are sponsored by SDG&E witness Christopher Olmsted (Exhibit
SDG&E-24). T also sponsor the reasonableness of costs recorded in the Residential Disconnect
Memorandum Account, cost recovery of which is sponsored by SDG&E witness Norma Jasso,

(Exhibit SDG&E-41).
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SDG&E DIRECT TESTIMONY OF JERRY D. STEWART

(CUSTOMER SERVICE OFFICE OPERATIONS)

I INTRODUCTION

A. Summary of Customer Service Office Operations Costs and Activities

My testimony supports the TY 2019 forecasts for operations and maintenance (O&M)

costs for non-shared services, the proposed uncollectible rate, and business justification for IT

capital projects for the forecast years 2017, 2018, and 2019, associated with the Customer

Service Office Operations area of SDG&E. Table JS-1 summarizes my sponsored O&M costs

and Table JS-2 summarizes the IT capital project costs for which I sponsor the business

justification.
TABLE JS-1
TY 2019 Summary of Total O&M Costs
CS - OFFICE OPERATIONS
(In 2016 $)
2016 Adjusted- TY 2019 Change (000s)
Recorded Estimated
(000s) (000s)
Total Non-Shared Services 36,818 44319 7,501
Total O&M 36,818 44,319 7,501
TABLE JS-2
TY 2019 Summary of Total Capital IT Costs
INFO TECH/TELECOM CAPITAL
(In 20169)
Categories of Management Estimated 2017 | Estimated 2018 Estimated
(000s) (000s) TY 2019
CS — Office Operations 14,897 15,774 16,332

Customer Service Office Operations (CSOO) provides safe, efficient, effective and

reliable customer service to SDG&E’s over 3 million consumers. By employing a customer

centric approach, SDG&E listens, understands and responds to customers’ requests, concerns

and feedback, and helps customers make informed energy choices that best suit their energy

goals. To this end, SDG&E has won several awards for outstanding customer service and best
practices as detailed in the testimony of Lisa Davidson (Exhibit SDG&E-19). We are proud of

these recognitions and strive every day to deliver positive, value-added service and experiences
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for our customers. Customer Service Office Operations include the following organizations as

shown in Figure JS-1 below.

FIGURE JS-1

Customer Service Office Operations Testimony Organization

SDG&E Customer Services
Office Ops

Jerry D. Stewart

Branch Offices Advanced Meter Customer Remittance Customer Contact
Operations Operations Processing Center (CCC)

= Billing |— Postage =1 CCC Operations
Credit &

| Collections —| CCC Support
Customer

=4 Operations Support
& Projects

SDG&E has a strong commitment to being our customers ‘trusted energy advisor’. Our

goal is to offer integrated and personalized solutions to our customers, giving them more choice,

convenience and control of how they interact with SDG&E and manage their energy use while

continuing to maintain safe, efficient, effective and reliable customer service.

In order to make customer interaction with SDG&E faster and more effective, SDG&E is

continuously enhancing its Interactive Voice Response (IVR) system and My Account website to

streamline the customer’s experience and expand the available offerings. Today, customers can

perform most of the transactions 24/7 on both the web and IVR. These functions include:

Start, Stop, and Transfer Service

Bill Payments

Payment Arrangements and Extensions

Gas Appliance Checks

Report an Outage

While offering choice, convenience, and control to our customers is important to

SDG&E, we are also very mindful of costs. SDG&E recognizes the need to control costs
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through implementing operational efficiencies and process automation projects. To that end, we
are proposing several initiatives within our Customer Operations organization, described
throughout my testimony, that target optimizing our staff, assets, and business processes, while
still providing services that meet our customers’ expectations.

B. Summary of Safety and Risk-Related Costs

Some of the costs supported in my testimony are driven by activities described in
Southern California Gas Company (SoCalGas) and SDG&E’s November 30, 2016 RAMP
Report.! The RAMP Report presented an assessment of the key safety risks of SoCalGas and
SDG&E and proposed plans for mitigating those risks. As discussed in the Risk Management
testimony chapters of Diana Day and Jamie York (Exhibit SCG-02/SDG&E-02, Chapters 1 and
3, respectively), the costs of risk-mitigation projects and programs were translated from that
RAMP Report into the individual witness areas.

In the course of preparing my GRC forecasts, I continued to evaluate the scope, schedule,
resource requirements and synergies of RAMP-related projects and programs. Therefore, the
final representation of RAMP costs in my testimony may differ from the ranges shown in the
original RAMP Report.

Table JS-3 provides a summary of the RAMP-related costs supported by my testimony
by RAMP risk:

TABLE JS-3
Summary of RAMP Overlay

CS - OFFICE OPERATIONS
(In 2016 $)
RAMP Risk Chapter 2016 TY 2019 Total (000s)

Embedded Estimated

Base Costs Incremental

(000s) (000s)

SDG&E-3 Employee, Contractor and 667 166 833
Public Safety
SDG&E-17 Workforce Planning 38 71 109
Total O&M 705 237 942

"1.16-10-015/1.16-10-016 Risk Assessment and Mitigation Phase Report of San Diego Gas & Electric
Company and Southern California Gas Company, November 30, 2016. Please also refer to Exhibit SCG-
02/SDG&E-02, Chapter 1 (Diana Day) for more details regarding the utilitiecs’ RAMP Report.
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C. Summary of Costs Related to Fueling our Future (FOF)

As described in the joint sponsored testimony of Hal Snyder and Randall Clark (Exhibit
SCG-03/SDG&E-03), the utilities kicked off the FOF initiative in May 2016, to identify and

implement efficient operations improvements. Various workgroups in CSOO benefit from the

FOF initiative. The details of the FOF improvements and the savings to be realized as a result of

implementing them in this group, relate to both labor and non-labor costs and are included in

each of the impacted workgroups in this testimony. Total FOF savings reflected in TY 2019 is

approximately $191,000, as shown in Table JS-4 below.

TABLE JS-4
Summary of FOF Costs

CS - OFFICE OPERATIONS
(In 2016 $)
FOF O&M Estimated Estimated Estimated

2017 (000s) 2018 (000s) 2019 (000s)
FOF-Ongoing/<Benefits> -143 -600 -191
Total O&M -143 -600 -191

D. Organization of Testimony

My testimony is organized into four main categories: Risk Assessment Mitigation Phase

and Safety Culture (Section II), Non-Shared Services Costs (Section III), Uncollectible Rate

(Section 1V), and Capital Projects (Section V). I will first address the non-shared costs for all the

areas within CSOO such as Advanced Meter Operations, Billing, Credit and Collections,

Remittance Processing, Postage, Branch Offices and Authorized Payment Locations, Customer

Contact Center Operations, Customer Contact Center Support, and Customer Operations Support

and Projects. In each of the non-shared sections, I present the primary activities of the

workgroup, the reason for using the base year forecast methodology, and business justification

for the request for each of the cost drivers.

I present SDG&E’s request for the uncollectible rate and rationale for how it was derived.

Following that, I provide the business justification for the IT capital costs for technology that

supports CSOO and are sponsored by SDG&E witness Christopher Olmsted (Exhibit SDG&E-

24).

E. Support To/From Other Witnesses

The costs set forth in my testimony are impacted by the following:
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IT capital costs for technology that supports Customer Service Office Operations
are sponsored by Mr. Olmsted (Exhibit SDG&E-24); however, my testimony will
justify the business need for these costs.

Memorandum account proposals are sponsored by SDG&E witness Norma Jasso
(Exhibit SDG&E-41). However, I sponsor the reasonableness of costs recorded
in the Residential Disconnect Memorandum Account (RDMA).

Forecasted meter growth is covered in witness Rose-Marie Payan’s testimony
(gas customer forecast), (Exhibit SDG&E-37) and witness Ken Schiermeyer’s
testimony (electric customer forecast), (Exhibit SDG&E-38).

Miscellaneous revenues, including the basis for the forecasted revenues and the
projected revenues, are sponsored by witness Eric Dalton (Exhibit SDG&E-40).
Costs associated with company fleet vehicles are sponsored by witness Carmen

Herrera (Exhibit SDG&E-21).

II. RISK ASSESSMENT MITIGATION PHASE AND SAFETY CULTURE

RAMP

As illustrated in Table JS-3 above, part of my requested funds is linked to mitigating top

safety risks that have been identified in the RAMP Report. These risks are further described in

the Table JS-5

below:

TABLE JS-5
RAMP Risk and Descriptions

RAMP Risk

Description

Employee, Contractor, | The risk of non-adherence to safety programs, policies and
and Public Safety procedures which may result in severe harm to employees,

contractors, and the general public.

Workforce Planning Loss of employees with deep knowledge, understanding, and

experience in operations due to retirements.

In developing my request, priority was given to these key safety risks to determine which

currently established risk control measures were important to continue and what incremental

efforts were needed to further mitigate these risks. Identifying projects and programs that help to

mitigate these risks manifest themselves in my testimony as adjustments to my forecasted costs.

This adjustment process was used to identify both RAMP mitigation costs that are embedded as
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part of traditional and historic activities, as well as forecasted RAMP incremental costs, those are

also associated with mitigation strategies and correspond to historic or new activities. These can

be found in my workpapers as described below. The general treatment of RAMP forecasting is

described in the testimony of RAMP to GRC Integration witness Jamie York (Exhibit SCG-

02/SDG&E-02, Chapter 3). There are also a few instances where, in the course of developing

my GRC forecast, additional safety-related mitigation activities were identified that were not

included in the November 2016 RAMP Report. These have been marked as RAMP-Post Filing

and treated as if they had been included in the original RAMP Report.

For each of these risks, an ‘embedded’ BY 2016 cost-to-mitigate, and any incremental

costs expected by the TY 2019 are shown in the following Table JS-6 below. The table also

provides the location in my workpapers where the specific adjustments representing those

incremental costs can be found. The details for the individual mitigation effort are further

described in impacted testimony areas below.

TABLE JS-6
RAMP Summary of Costs

CS - OFFICE OPERATIONS
(In 2016 $)

SDG&E-3 Employee, Contractor and | 2016 TY 2019 Total (000s)
Public Safety Embedded Estimated
Base Costs Incremental
(000s) (000s)
100001.000, Advanced Metering Ops 37 0 37
100003.000, Credit & Collections 239 0 239
100006.000, CCC Operations 391 166 557
Total 667 166 833
SDG&E-17 Workforce Planning 2016 TY 2019 Total (000s)
Embedded Estimated
Base Costs Incremental
(000s) (000s)
100001.000, Advanced Metering Ops 38 71 109
Total 38 71 109

As Table JS-6 demonstrates, the RAMP risk mitigation efforts are associated with

specific programs or projects. For each of these mitigation efforts an evaluation was made to

determine the portion, if any, that was already being performed in our historical activities. A

determination was also made of the portion that may be accommodated within a forecasting
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methodology such as averaging or trending, as well as the portion, if any, that represents a true
incremental cost increase or decrease from that forecasting methodology.

While the starting point for consideration of the risk mitigation effort and cost was the
RAMP Report, we did not cease our evaluation of those efforts for the preparation of my GRC
request. Changes in scope, schedule, availability of resources, overlaps or synergies of
mitigation efforts, and shared costs or benefits were also considered. Therefore, the incremental
costs of risk mitigations sponsored in my testimony may differ from those first identified in the
RAMP report. Significant changes to those original cost estimates are discussed further in my
testimony or workpapers related to mitigation efforts.

A. Employee, Contractor and Public Safety

Customer Contact Center (CCC) Emergency Orders - The CCC is generally the first
point of company contact for emergencies. For example, damage to electrical equipment, wires
down and gas leak calls are given top priority in the Energy Services Specialist (ESS) call queue
and ESSs are trained, speaking both English and Spanish, to discern the different types of
emergencies and triage calls to ensure appropriate field personnel are sent in response to the
situation. The CCC also helps to ensure safety during non-emergency situations through issuing
customer requested appliance inspection and maintenance orders.

Advanced Meter Operations (AMO) Behavior Based Safety (BBS) Programs - BBS
utilizes a proactive approach to safety and health management, focusing on principles that
recognize at-risk behaviors as a frequent cause of both minor and serious injuries. BBS is
intended to reduce the occurrence of at-risk behaviors by modifying an individual’s actions
and/or behaviors through observation, feedback and positive interventions aimed at developing
safe work habits.

Energy Diversion Investigations — Meter tampering and meter bypass investigation and
remediation performed by the Meter Revenue Protection (MRP) team. Bypasses or unauthorized
attachments create unsafe conditions for our crews as well as public safety officers and first
responders. The unauthorized attachments are not standard and are a violation of the electrical
code and local building ordinances. These connections present the potential for fire, electrical
shock or even the risk of electrocution to a SDG&E service technician, law enforcement,

firefighters, city or county officials, occupants of the residence and/or community.
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Due to the nature of these activities, SDG&E is proposing to continue with its baseline
activities as described above. No alternatives to emergency order call volumes, new BBS
programs or Energy Diversion activities were evaluated. The TY 2019 estimated incremental
costs for RAMP do not refer to new projects or programs, but rather, these estimated incremental
costs represent the change in activity levels as compared to BY 2016 embedded levels. This
change in activity levels impacts workforce requirements, which affects RAMP-related
mitigation costs.

B. Workforce Planning

To mitigate retirement risk of critical roles, SDG&E is requesting a program for an AMO
metering school and one Apprentice Electric Meter Tester. The metering school is a third-party
training program that covers the principles of metering engineering, including all the various
meter forms, how they function, the specific metering application, equipment, and tools. Due to
the specific nature of this activity, SDG&E has not separately explored any other alternatives.

Safety Culture

SDG&E is committed to providing safe and reliable service to its customers. Our safety-
first culture focuses on our employees, customers, and public safety, and is embedded in every
aspect of our work. This effort includes developing a trained workforce, operating and
maintaining the gas and electric infrastructure, and providing safe and reliable gas and electric
service. SDG&E’s strong safety culture and commitment to further developing processes and
programs is designed to manage safety risks and promote system reliability.

This commitment describes our well-developed “safety first” culture, which is founded
on proven employee-based programs, safety training programs and education of our workforce.
These programs are detailed in our RAMP filing in the Employee, Contractor and Public Safety
and Workforce Planning chapters. CSOO promotes and supports the company’s safety culture
by conducting all hands meetings held once a month where field and office at-risk behaviors are
communicated to the employees with an action plan to correct the behaviors, leading individual
team meetings with a safety message delivered by a Safety Advisor, and establishing a Safety
Committee, Safety Barometer Action Planning Team and an Incident Review Team. Safety
Committee Meetings are held monthly in many departments within Customer Service Office
Operations. Safety Committee meetings address location specific issues and plan Safety Stand-

downs. The Company-wide Safety Committee Chairpersons meet with the Safety Advisory
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Team (SAT) quarterly to disseminate company-wide safety information. The Chairpersons

attending these meetings bring back current safety related messaging intended to reduce or

eliminate safety incidents.

III.  NON-SHARED COSTS

Non-Shared Services O&M costs represent the costs of labor and non-labor activities

required to deliver services exclusively benefitting SDG&E and its customers and do not need to

be allocated out to other business units. Table JS-7 below summarizes the total non-shared

O&M forecasts for the listed cost categories that I am sponsoring.

TABLE JS-7
Non-Shared O&M Summary of Costs
CS - OFFICE OPERATIONS
(In 2016 $)
A. Customer Service Office 2016 Adjusted- TY 2019 Change (000s)
Operations Recorded Estimated
(000s) (000s)
1. Advanced Metering Operations 8,157 10,034 1,877
2. Billing 4,263 8,023 3,760
3. Credit & Collections 2,627 3,073 446
4. Remittance Processing 785 745 -40
5. Postage 4,160 3,856 -304
6. Branch Offices 1,979 2,209 230
7. Customer Contact Center Operations 8,937 10,096 1,159
8. Customer Contact Center Support 2,790 2,679 -111
9. Customer Operations Support & 3,120 3,604 484
Projects
Total 36,818 44,319 7,501

A. Advanced Metering Operations (AMO)

Table JS-8 below summarizes SDG&E’s requested TY 2019 expenses for AMO.
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TABLE JS-8

Forecast for AMO
CS - OFFICE OPERATIONS
(In 2016 $)
A. Customer Service Office 2016 Adjusted- | TY 2019 Change (000s)
Operations Recorded Estimated
(000s) (000s)
1. Advanced Metering Operations 8,157 10,034 1,877
Total 8,157 10,034 1,877
1. Description of Costs and Underlying Activities

AMO supports the delivery of customer services on premises, responds to customer
inquiries, resolves customer problems, and ensures safe, accurate, and reliable metering for
SDG&E’s 2.3 million meters, covering all of San Diego County and South Orange County. The
key subgroups within the AMO organization are: Smart Meter Data Operations, Electric
Metering Operations, Quality Assurance & Training, Electric Metering Engineering, Network
Operations & Engineering, and Smart Meter Technical Support. Additional description of each
AMO sub-group is provided below.

o Smart Meter Data Operations (SMDQO)

SMDO is responsible for the collection, processing, and validation of daily reads for all
gas and electric meters in SDG&E’s service territory. The SMDO group is the business owner
and operator of the Meter Data Management System (MDMS), the Collection Engine (CE), and
the Operation Reporting System (ORS). The primary purpose of the MDMS and the CE is to
ensure that complete and accurate meter read data is provided to the billing system. ORS
provides various operational reports and is used for meter exception tracking. SMDO is also
responsible for SDG&E’s legacy automated meter reading application (MV-90), which remotely
collects data for 500 legacy Interval Data Recorder (IDR) meters. The primary responsibilities
of the SMDO team are to provide daily (24/7) operation and monitoring of the supported systems
and applications, perform system and application upgrades, diagnose and troubleshoot the Smart
Meter communication systems, and to provide desktop troubleshooting for meters failing
validation, validating data accuracy and completeness, failing meter communications, and

monitoring meter events and alarms.
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° Electric Metering Operations (EMO)

EMO is responsible for electric meter field related activities for all commercial customers
and reading and troubleshooting all Smart Meters. Most of these field activities are related to:
setting new meters; testing, removing and changing meters; investigating/troubleshooting in field
metering problems; and reading and verifying meters. To satisfy California Public Utilities
Commission (CPUC) compliance requirements, EMO tests and verifies existing electric meters
on an annual and bi-annual scheduled basis pursuant to the CPUC’s Direct Access Standards for
Metering and Meter Data (DASMMD) guidelines. In Decision (D.)98-12-080, dated December
17, 1998, the CPUC adopted permanent standards for meter products that may be used in
California's Direct Access market. These standards were based upon recommendations made to
the CPUC in a report by the Permanent Standards Working Group. SDG&E’s policy is to follow
these standards for all SDG&E customers, in addition to Direct Access customers. The
following Table JS-9 shows the testing frequency and customer criteria based on the DASMMD.

TABLE JS-9
Direct Access Standards for Metering and Meter Data
Minimum Meter Maintenance and Testing Schedule

Maintenance and Testing
Frequency
One Year Interval Customer’s annual usage of 2 million kWh or higher

Customer Maintenance and Testing Criteria

Two Year Interval Customer’s annual usage between 720,000 and 2

million kWh
Annual Statistical Sample | Non-residential customer’s annual usage less than
Plan 720,000 kWh

Either an annual formal sampling plan, or tests
Residential Meters performed upon customer request and removal,

where applicable

Nearly 90% of the electric meters in SDG&E’s territory are residential and single phase
metering applications. EMO supports the investigation of these residential customer meters and
replaces meters when necessary. EMO also performs single phase meter testing, manual meter
reads, and meter read verifications.

° Quality Assurance & Training

The Quality Assurance (QA) & Training group is responsible for ensuring the accuracy
and functionality of electric meters and electric metering equipment, identifying potential safety

issues at customer premises, validating that field employees adhere to department policies and
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procedures, and certifying that field technicians are trained properly. The QA & Training group
has three primary areas of responsibility: Meter and Instrument Shops, Meter Technician
Auditing (field and desktop), and Meter Technician Training.

. Network Operations & Engineering

The primary responsibilities of the Network Operations & Engineering workgroup
consist of the design and optimization of the Smart Meter Radio Frequency Local Area and Wide
Area networks, performing technical assessments of meter and network reliability, and
conducting testing and evaluations of improved technologies to support the evolution of the
Smart Meter Network and the CE application.

° Electric Metering Engineering

The primary responsibility of Electric Metering Engineering (EME) is to ensure safe,
accurate, and reliable metering. EME’s key work responsibilities include determining meter
standards and specifications, evaluating, troubleshooting, and approving electric meters,
instrument transformers, metering products and equipment, and developing specialized metering
designs for field applications such as power generation and net metering. EME maintains
metering software applications related to electric meter configurations, and devices used for
meter programming and reading. EME documents new procedures, training aids for new
metering products and equipment, and provides training to Metering Field Technicians as well as
other technical support to internal groups.

° Smart Meter Technical Support (SMTS)

The SMTS group is comprised of metering system technical experts and focuses on
providing technical support to Advanced Metering Operations and various external customers.
The primary responsibilities of SMTS include gathering requirements for system development or
system enhancements, creating test plans, creating databases, data queries, developing metrics,
analyzing data, building reports, and automating existing manual processes to enhance process
effectiveness. In addition, SMTS also performs end-to-end testing of all the Smart Meter related
systems to validate that meter data is accurate and functionality is unaffected when new firmware
is released, new configurations are built, and new Smart Meters are approved for deployment.

The calculations for the estimated expenses for AMO are included in workpapers (Ex.

SDG&E-18-WP 100001.000).
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2. Forecast Method

I chose a base year forecast method for TY 2019 for AMO because the last recorded year
accurately reflects the expense level associated with current departmental activity. The business
has changed considerably due to the transition of all commercial customers to time-of-use (TOU)
rates. Starting in late 2015, small commercial customers were transitioned to TOU event-based
rates and then in early 2016, medium commercial customers were transitioned. AMO business
processes related to interval data validation, editing, and field work for customers on TOU rates
take significantly more time to complete due to the number of interval reads required to generate
a customer’s bill. Therefore, the base year provides a reasonable starting point for future
expenditures.

3. Cost Drivers

Table JS-10 summarizes the changes in AMO estimated expenses for TY 2019.

TABLE JS-10
Changes in AMO TY 2019 Estimated Expenses

TY 2019 - 2016 Change (000s)
AMO Labor | N°"™ | Total | FTEs
Labor
Work Order Volume Increase 90 90 1.0
Apprentice Meter Testers 304 304 2.9
RAMP — Workforce Planning — Electric Meter
Tester 61 61 .6
RAMP — Workforce Planning — Meter School 10 10
VREP and Full Year Labor Impact -114 -114 -1.3
Residential TOU Mass Default 680 993 1,673 10.0
Non-Labor Adjustment -101 -101
Capital Project Impacts — Enhanced Network
Analytics — Capital Project #T19036 125 125
FOF - Business Optimization -171 -171 -2.2
Total TY 2019 Impact 850 1,027 1,877 11.0
a. Work Order Volume Increase

I am requesting $90,000 in labor above the BY 2016 for one Electric Meter Tester to

manage work order growth. Work order volume is projected to increase by approximately 5,300

orders over the BY 2016 actuals due to increased customer growth and the increasing number of
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TOU accounts. The support required is in the areas of meter changes, read/verify, and
miscellaneous issues.

The requested labor increase for Electric Meter Tester will support 1,000 of the 5,300-
work order increase and would be responsible for setting new meters; testing, removing and
changing meters and associated metering equipment; investigating/troubleshooting in field
metering problems; installing and troubleshooting Smart Meter network devices; and reading and
verifying meters. EMO will be conducting meter changes on all Opt-Out meters,” in order to
create efficiencies related to manual tracking and sample testing for various meter family types.
As a result of the above activities, AMO is requesting a company vehicle in 2017 for this
employee to travel to customer premises on a daily basis.?

b. Apprentice — Meter Testers

I am requesting $304,000 in labor above the BY 2016 to account for the full year 2016
impact of five new Apprentice Meter Testers ($205,000) as well as their step-up labor increases
due every six months ($98,000) over a 3-year training period. Step-up increase every 6 months
is a negotiated item with the local International Brotherhood of Electrical Workers (IBEW) 465
until the end of their 3-year apprenticeship. In August of 2016, a 3-year apprenticeship program
began to assist with the additional workload projected in 2017 — 2019, and to help offset
anticipated attrition during this time. This program started with the addition of 6 new employees
who would spend approximately 50% of their time in the field during 2017- 2019, managing the
balance of increased work order activity as described in section a. Work Order Volume Increase
above (4,300 of the forecasted 5,300 orders). Because of the above activities, AMO is
requesting company vehicles in 2017 for these employees to travel to customer premises on a
daily basis.*

c. RAMP — Workforce Planning — Electric Meter Tester
I am requesting $61,000 in labor above BY 2016 to account for the full year 2016 impact

of one new Apprentice Meter Tester ($42,000) as well as the step-up labor increases due every

2 Opt-Out meters are non-smart meters that are installed on a customer premise per Decision D.12-04-019.

3 The additional fleet costs can be found in the Direct Testimony of Carmen Herrera (Exhibit SDG&E —
21).

41d.
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six months ($19,000) over a three-year training period. Step-up increase every six months is a
negotiated item with the local IBEW 465 until the end of the 3-year apprenticeship for the
RAMP Activity of Workforce Planning (Risk Assessment Mitigation Phase Workforce Planning
Chapter SDG&E-17). Workforce Planning is the risk of the loss of employees with deep
knowledge, understanding, and experience in operations due to retirements. Employees age 62
or older who meet Company years of service requirements are eligible and considered likely to
retire. The departure of employees who fill critical operational roles could affect employee
and/or public safety, as their knowledge and experience is essential to safely operating and
maintaining SDG&E’s gas and electric systems. Generally, these roles tend to be highly
specialized, and employees tend to remain in these jobs for many years, gaining experience and a
heightened awareness towards safety. Furthermore, Electric Meter Testers are responsible for
setting new meters; testing, removing and changing meters and associated metering equipment;
investigating/troubleshootingfield metering problems; installing and troubleshooting Smart
Meter network devices; and reading and verifying meters. To become an Electric Meter Tester,
employees must complete a three-year Electric Meter Tester Apprenticeship program. The
$42,000 request will enable us to plan and fill these critical roles, prepare to replace this
collective knowledge and experience, and help mitigate the risk to public and employee safety.

d. RAMP — Workforce Planning — Meter School

I am requesting $10,000 in non-labor above BY 2016 for the additional cost associated
with formal training for new Meter Engineers. The incremental $10,000 would enable new
Meter Engineers to attend a formal training class to learn specific skill sets required for metering
as mentioned above in RAMP Risk and Descriptions, Section B. Workforce Planning. Electric
Meter Engineers ensure safe and reliable operation of electric meters through extensive hardware
and firmware testing, and meter failure evaluation and analysis.

e. Voluntary Retirement Enhancement Project (VREP) and Full
Year Labor Impact - Process Improvements

The AMO forecast reflects a ($114,000) reduction in the TY 2019 forecast due to
restructuring of the department, streamlining the employees’ job responsibilities and elimination
of lower-valued tasks from the employees’ day to day job duties. As discussed in our RAMP
filing on Workforce Planning, SDG&E has used programs, like our recent VREP, to achieve an

orderly transition of knowledge and skills between select retirement-eligible employees and
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those employees ready to move into leadership or other senior positions. The VREP offered a
voluntary separation package to a select group of retirement eligible employees in areas believed
to have skill surpluses to enable SDG&E to achieve balance and appropriate staffing for
projected workforce requirements. SDG&E has periodically offered similar VREP programs in
the past.

f. Residential TOU Mass Default

I am requesting $680,000 in labor and $993,000 in non-labor above BY 2016 to provide
support for the Residential Mass default. On July 3, 2015, the Commission made effective D.15-
07-001 (Decision on Residential Rate Reform for Pacific Gas and Electric Company, Southern
California Edison Company and SDG&E and Transition to TOU Rates). As part of the
Decision, the Investor-Owned Utilities (IOUs) were ordered to implement a default residential
TOU pilot program no earlier than January 1, 2018, in preparation for the full roll out of default
residential TOU rates in TY 2019 (TOU Mass Default). As reflected in Advice Letter (AL)
3020-E, SDG&E’s goal is to transition 100,000 customers to TOU pricing in March 2018, based
on the customers’ billing cycle. In TY 2019, approximately 800,000 additional residential
customers will default to Residential TOU rates.

As reflected in previous sections, AMO business processes have changed considerably
due to the transition of all commercial customers to time-of-use rates. Consequently, interval
data validation, data editing, and associated field work all take significantly more time to
complete. Based on a data snapshot from December 31, 2016, there are approximately 190,354
TOU billed accounts. Of these over 190,000 accounts, there are approximately 250 accounts per
day that require investigation and troubleshooting by back office analysts. One back office
analyst can troubleshoot, on average, 50 accounts per day. There are approximately five analysts
that support the investigation/resolution of 250 daily meter exceptions. In 2019, approximately
800,000 meters will be defaulted to TOU rates with an anticipated daily exception rate of 955
(0.12%), which would require 19 Full-Time Equivalents (FTE). The Enhanced Network
Analytics project (#T19036), as described in Section V.(D), is expected to deliver enhancements
that will create efficiencies to existing TOU processes, and is anticipated to reduce the TOU
Mass Default resource requirement from 19 FTEs to 10 FTEs.

In addition to back office support, 14% of the monthly exceptions require field

technician-related activities for interval data to be collected in time for billing.
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Moreover, one Single Phase Meter Technician (SPT) can field and collect interval data
from approximately 19 meters/orders per day. At an exception rate of 4,000 meters, 10 SPT’s
will be required to support field data collection and investigation activities (4,000 exceptions/(19
orders per day@ 21 working days per month) =10.03 SPTs).

For the various reasons discussed above, I am requesting $923,000 in non-labor for 10
contract resources (Business Analysts), $680,000 in labor for 10 Single Phase Meter
Technicians, and $70,000 in non-labor funding for tools to support meter data and
communications exception management and field data collection activities related to Residential
TOU Mass Default.

SDG&E is requesting this incremental forecast in the TY 2019, and also intends to
present the same forecasted requirements in SDG&E’s Mass Default Advice letter to be filed in
Q4 2017. The need to ask for this cost in two different applications stems from the fact that in
the final Resolution for SDG&E Default Pilot (Resolution E-4848), SDG&E was not allowed to
record its incremental default TOU pilot costs in SDG&E’s Rate Reform Memorandum Account
(RRMA), which SDG&E established in response to the Commission’s directive in D.15-07-001.
The express purpose of the memorandum account is to track verifiable incremental costs
associated with TOU pilots and other reasonable expenditures as required to implement this
Decision. SDG&E, in the Mass Default Advice Letter, will suggest that Residential TOU Mass
Default is a one-time activity, and better suited for resolution in an advice letter than in the TY
2019 GRC proceeding. However, since GRC testimony is served once every 3 years, the
opportunity to ask for the incremental forecast through the GRC is now. An adjustment will be
made to SDG&E’s TY 2019 GRC authorized revenue requirement if SDG&E’s request is
approved in the Mass Default Advice Letter, enabling SDG&E to record the TOU Mass Default
expense in the RRMA.

g. Non-Labor Adjustment

The AMO TY 2019 forecast reflects a ($101,000) reduction in non-labor due to the
implementation of the Enhanced Network Analytics project. These temporary positions were
needed to support delays associated with Smart Meter Operations Center-Exception Management
(SMOC-EM) application implementation and they will be eliminated in TY 2019. These

positions were responsible for investigating the root cause of meter communication or data
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quality related issues across several applications to ensure accurate and timely billing for
customers. Therefore, an adjustment was made to remove the recorded cost.

h. Capital Project Impacts (Smart Meter Network Enhancement
project)

I am requesting $125,000 in non-labor above the BY 2016 for the annual hosting fees of
a third-party network management system resulting from the implementation of the Smart Meter
Network Enhancement project. SDG&E is migrating to a fully standards based, secure, multi-
purpose network. This gives SDG&E the ability to leverage its network for various initiatives,
which include power quality analytics with automated control, methane sensing, gas control,
street light management, as well as supporting piggybacking for water utilities (as in R.13-12-
011 Water Energy Nexus) and smart city applications thereby eliminating the cost for additional
single purpose networks of the past.

i. FOF - Business Optimization

The AMO TY 2019 forecast reflects a ($171,000) reduction in labor compared to BY
2016 to account for the business optimization efforts under FOF. Different FOF initiatives were
identified to improve AMO efficiency, such as Smart Meter technology, to reduce the number of
existing manual meter reads; reducing the number of exception meters related to the digitizing
work order and intake process for contract crews; and developing or enhancing automated
solutions to detect and fix smart meter related issues. The initiatives collectively would reduce
the labor cost by $171,000 for 2.2 FTEs.

B. Billing

Table JS-11 below summarizes SDG&E’s requested TY 2019 expenses for Billing.

TABLE JS-11
Forecast for Billing

CS - OFFICE OPERATIONS
(In 2016 $)
A. Customer Service Office 2016 Adjusted- | TY 2019 Change (000s)
Operations Recorded Estimated
(000s) (000s)
2. Billing 4,263 8,023 3,760
Total 4,263 8,023 3,760
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1. Description of Costs and Underlying Activities

Billing Operations expenses cover the cost of calculating customer bills and maintaining
accurate customer account information. From 2015 to 2016, the number of interval billed
accounts increased from 33,076 to 177,985, due to the small and medium commercial TOU
default. In addition to this transition, billing also implemented Net Energy Metering (NEM) 2.0
and saw an increase in the number of customers electing more complex solar rate options such as
Net Energy Metering Aggregate (NEM-AGGQG) and Net Energy Metering Virtual (NEM-V). In
addition to the regulatory changes implemented, Billing Operations saw an exponentially large
increase in the number of delayed bills due to the aging billing system. Upcoming regulatory
implementations include TY 2016 GRC Phase 2 (anticipated in December 2017), Residential
TOU pilot (anticipated in March 2018), and the Residential TOU Mass Default (anticipated in
TY 2019). Additional resources will be needed to address other billing items related to these
implementations. The Billing Operations organization has four distinct areas: Customer Billing,
Customer Account Verification, Customer Billing Resources, and Rate Entry Team. Additional
descriptions of each Billing group are provided below.

° Customer Billing

Customer Billing activities generally fall into three categories:

1. Exception Processing: Work items created for failed validations prior to the
account creating a customer bill (e.g., high gas consumption);

2. Corrective Billing: Work items created to correct a billing period that has already
been fully processed in the billing system (e.g., customer calling in for a back
dated change of account); and

3. Large Commercial & Industrial (C&I) and other specialized customers (e.g., bills
that are manually processed).

Before being mailed, all bills are subjected to an automated validation process to ensure
overall accuracy and alignment with historical usage patterns. Most billing statements
successfully pass the validations and are automatically issued. However, a small percentage of
bills fail one or more of the validations and require further review. Like the bill validation
process, completed field service orders are also validated to ensure the accuracy of customer
account data. The orders that fail the validations cannot be routinely processed and must be

handled manually for accurate resolution.
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Billing for large C&I and other specialized customers includes calculations for
distributed generation, monthly gas balancing, and various special contract arrangements.
Processing bills for these customers is complex, beginning with the validation of measurement
data and subsequently proceeding into bill calculations. Due to the unique nature of each
arrangement, the billing process involves manual intervention to ensure full regulatory and tariff
compliance.

° Customer Account Verification

Another area of Billing Operations’ responsibility is the verification of all billing
attributes and management of the initial billing set-up process associated with customer
accounts. These responsibilities include updating and maintaining billing attributes, such as rates
and baseline codes, and performing billing set-up tasks for both routine accounts and specialized
contract agreements and programs such as Net Energy Metering, Virtual Net Metering, Electric
Vehicles, Critical Peak Pricing, Direct Access, Core Aggregation Transportation, Revert to
Owner, Group Bill, and Smart Meter Opt-Out. Separating the initial billing set-up process for a
customer account from the monthly billing activities performed by the Customer Billing group
allows for greater focus to ensure that all attributes are entered correctly and reviewed in a
comprehensive manner.

° Customer Billing Resources

All training, quality assurance, and communication functions for Billing Operations are
consolidated within the Customer Billing Resources group. This team is responsible for
developing and delivering training, creating and maintaining policies and procedures, performing
audits and quality assurance checks, and developing billing communications for external
customers as well as internal staff. Customer Billing Resources works continuously with the
leadership team to define and develop long-term strategies for providing support as billing
continues to become more complex and specialized programs continue to grow and evolve.

° Rate Entry Team

All rate entry is completed by the Rate Entry Team. This team is responsible for
manually entering each pricing component for every rate change. In 2016, the Rate Entry Team
supported seven rate changes that included 38,600 individual pricing entries. The team also

provides production support and project support for new and pending regulatory initiatives.

JDS-20





O 0 I N »n B~ W N =

—_—
)

[S—
\]

—_— —
AW

15
16

17
18
19
20
21
22
23
24

The calculations for the estimated expenses for Billing are included in workpapers (Ex.
SDG&E-18-WP 100002.000).
2. Forecast Method

I used a base year forecast method for TY 2019 for Billing because the last recorded year
accurately reflects the expense level associated with current departmental activity. The business
has changed significantly due to Residential Rate Reform, Small and Medium Business TOU
Default, three residential pilot rates, NEM-AGG, NEM-V, NEM 2.0, and NEM Grandfathering.
Furthermore, BY 2016 non-labor costs are more reflective of the costs needed to support
increasingly complex billing activities. Therefore, the base year provides a reasonable starting
point for future expenditures.

3. Cost Drivers

Table JS-12 summarizes the changes in Billing estimated expenses for TY 2019.

TABLE JS-12
Changes in Billing TY 2019 Estimated Expenses

TY 2019 - 2016 Change (000s)
Billing Labor | °" | Total | FTEs
Labor
Growth in Interval Billed Accounts 1,277 1,277
Residential TOU Mass Default 2,255 2,255
Complex Billing Data Analytics 204 6 210 2.0
Impact of Regulatory Decisions 89 3 92 1.0
Business Optimization (FOF) -74 -74 -1.6
Total TY 2019 Impact 219 3,541 3,760 1.4
a. Growth in Interval Billed Accounts

I am requesting $1,277,000 in non-labor expense above the BY 2016 for one and a half

Billing Supervisor resources and ten Billing Analyst resources to support a one-time 438%

growth rate in interval data billed accounts. Interval data billing applies to customers billing on

TOU rate schedules and Schedule NEM-Successor Tariff (ST). Customers billing on interval

data may bill with shadow billing and bill protection. As we saw in BY 2016, the billing system

had trouble handling the complexity of these rate schedules. These customers are metered to

record energy in hourly or 15-minute intervals, and they are billed based on the consumption

(kWh) and/or demand (kW) recorded in each TOU billing period.
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Interval data billing is labor intensive due to the complexity and variation of TOU rate
schedules and is further complicated by the significant growth of TOU rate utilization. There are
currently 18 different TOU rate schedules. In addition, all NEM-ST customers must bill using
interval data to calculate the applicable non-bypassable charges, even if the customer is not on a
TOU rate schedule.

In BY 2016, SDG&E completed the roll out of the small and medium commercial TOU
default project. This roll out increased the number of accounts billing on interval data by 438%.
The increase in the number of customers billing on interval data caused a higher volume of
billing exceptions that were more complex to resolve. The volume of billing exceptions also
increased significantly due the instability of SDG&E’s aging billing system, causing a large
number of delayed bills. As noted in Chapter 2 of SDG&E’s Application for Authority to
Implement the Customer Information System (CIS) Replacement Program (A.17-04-027):

significant customizations were made to SDG&E’s legacy CIS, such as
with the Bill Protection billing calculation related to the Smart Pricing
Program (SPP), which required two separate rate calculations for all
defaulted customers. The significant and numerous changes made to the
legacy CIS in late 2015 and in the first half of 2016, caused a marked
increase in the number of delayed bills in the subsequent months, with
labor-intensive manual fixes necessary in many instances to generate
customer bills.’

The utilities continue to see changes and additional complexity with TOU billing,
including the recent Commission D.17-01-006, which established grandfathering of current TOU
periods for current non-residential solar customers for a period of 10 years. These grandfathered
TOU time periods will be adopted when SDG&E’s recently approved TY 2016 GRC Phase 2 is
implemented.

The additional resources are needed support and maintain the growth of interval data
billed accounts. If these additional resources are not approved, there will be delays in the
account setup and monthly billing process, which may cause delays in customers receiving their

monthly billing statements.

3 Direct testimony of witness Swartz (Chapter 2), p. 18:1-7.
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b. Residential TOU Mass Default

I am requesting $2,255,000 in non-labor for expenses above BY 2016 for one contract
Billing Supervisor position, one and a half contract Billing Team Lead positions, and thirteen
contract Billing Analyst resources to support the 2018 Residential TOU Default Pilot Program
and 2019 Residential TOU Default.

As referenced in Section III.A.3.f, IOU’s were ordered to implement a default residential
TOU pilot program no earlier than January 1, 2018, in preparation for the full roll out of default
residential TOU’s rates in TY 2019. Like the small and medium business TOU default,
residential customers that default to these new rates schedules will be offered bill protection at
the end of a relevant period.

Similarly, it is anticipated that account set up issues will occur along with an increase of
manual billing exceptions that may cause delays in customer billing. These additional resources
are needed to support the roll out of the new residential TOU rates and the on-going monthly
billing of these rates. A contracted work force will be needed to handle increasingly complex
billing exceptions and manual workarounds. If the additional resources are not approved, we
anticipate delays related to account set up activities and exception processing, which lead to
delays in billing our customers.

As detailed in Section III.A.3.f, SDG&E is requesting this incremental forecast in the TY
2019 GRC, and intends to present the same forecasted requirements in SDG&E’s Mass Default
Advice letter (anticipated to be filed in Q4 2017). Adjustment will be made to SDG&E’s
authorized revenue requirement if SDG&E’s request is approved in the Mass Default Advice
letter, enabling SDG&E to record the TOU Mass Default expense in the RRMA.

c. Complex Billing Data Analytics

I am requesting $204,000 in labor and $6,000 in non-labor for associated non-labor
expenses above the BY 2016 for two Billing Advisors to provide ongoing analytical support.
Due to the increase in volume and complexity of billing exceptions, a need for analytical support
was identified. These positions will provide support for daily work assignment, billing
exceptions, as well as research support into the scenarios causing various exceptions.
Furthermore, they will segment and group billing exceptions for effective and efficient issue
resolution, as well as provide reporting that will streamline workload and resource allocation.

The primary drivers for this request are the increased complexity of Billing activities resulting
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from regulatory initiatives (e.g., Small and Medium Business (SMB), NEM 2.0, GRC Phase 2)
and system instability.

Starting in 2017, the Billing team contracted a Billing Advisor to help support the
activities around delayed bills resulting from the small and medium TOU default process. This
additional resource was necessary due to the increase in billing work items. In 2015, prior to the
small and medium TOU default, the average number of unique billing work items generated per
month was 25,500. In BY 2016, after the small and medium TOU default, the average number
of work items increased to 100,000 per month. A full-time Billing Advisor will be needed in
2018, and an additional Billing Advisor will be needed in TY 2019, to support additional
activities related to the Residential TOU default. These advisors would be responsible for
dashboard maintenance and reporting, metric reporting, issue investigation, process optimization,
and daily work assignments. These positions are critical to ensure the efficient use of Billing
Analyst resources. Without the Billing Advisor resources, additional Biller resources would be
needed to ensure timely and accurate billing of customers.

d. Impact of Regulatory Decisions

I am requesting $89,000 in labor and $3,000 in associated non-labor expenses above the
BY 2016 for one Business Systems Analyst to support the TY 2016 GRC Phase 2
implementation and other future regulatory implementation projects. Currently, the department
has three Business Systems Analysts that also support rate changes, test bill, project support and
production support.

On February 9, 2016, SDG&E filed the TY 2016 GRC Phase 2 with the Commission
(A.15-04-012). In the filing, SDG&E requested implementation of six new optional rate
schedules. These new rate schedules are intended to allow customers to better manage their
energy costs. In addition, Commission D.17-01-006 established grandfathering of current TOU
periods for existing non-residential solar customers for a period of 10 years. The new TOU time
periods will be established as part of SDG&E’s TY 2016 GRC phase 2. To implement and
maintain this grandfathered treatment in SDG&E’s billing system, each non-residential TOU rate
schedule will have a second set of pricing entries. These additional rate schedules will increase
the manual pricing entries by 10% prior to GRC phase 2 implementation. After each rate
change, additional tasks are performed to ensure billing accuracy. These additional tasks include

performing bill calculations on approximately 200 accounts with different billing scenarios to
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ensure the pricing was entered accurately. With the implementation of regulatory projects, these
manual calculations will verify that system changes migrated without any adverse effects to
customer billing. As more rate schedules are added, the number of accounts and scenarios will
increase. Without additional support, the team will not be able to complete the bill calculations
in a timely manner, increasing the risk of inaccurate bills post-rate changes.

Test bill is a program that runs daily. It creates and prints sample bills and creates reports
that detail the dollars billed, which allows comparison to the previous day’s test bill run. Active
accounts on standard rate schedules are included in this report. If system enhancements are
migrated to the billing system, the test bill is run before and after that migration, and the
accounts are reviewed to ensure the system changes did not cause billing errors. Test bill,
however, has been unable to process some of the more complex scenarios that new rate
schedules have presented. Manual exception testing is done on items that cannot be processed in
test bill. Currently, this includes net energy metering, standby, finaled accounts, shadow billing,
hourly rates, and conjunctive billing. As more complex rate schedules are created, the list of
exceptions is anticipated to grow.

An additional Business Systems Analyst is required to support and maintain the increased
workload post GRC Phase 2 implementation. If this position is not approved, there will not be
enough resources to timely review and audit billing calculations after each rate change. This
could cause a large volume of incorrect bills to be mailed to customers, and the amount of time
allocated to project support would decrease, which could cause a delay in implementing
mandated regulatory projects.

e. FOF - Business Optimization

The Billing forecast reflects a ($74,000) reduction from the BY 2016 adjusted-recorded
expenses for the business optimization activity identified during FOF. The efforts to digitize
intake process and work orders for contract crews (electronic work orders) as well as the
implementation of a Case Management System for Complaint Resolution would reduce labor
while streamlining the work process for the group.

C. Credit & Collections

Table JS-13 below summarizes SDG&E’s requested TY 2019 expenses for Credit &

Collections.
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TABLE JS-13
Forecast for Credit & Collections

CS - OFFICE OPERATIONS
(In 2016 $)
A. Customer Service Office 2016 Adjusted- | TY 2019 Change (000s)
Operations Recorded Estimated
(000s) (000s)

3. Credit & Collections 2,627 3,073 446
Total 2,627 3,073 446

1. Description of Costs and Underlying Activities

Credit & Collections consists of Credit and Collections, Customer Payment Services, and
Meter Revenue Protection.

° Credit and Collections

Credit and Collection activities encompass all traditional credit office functions:
- Credit policy and procedure development and review;
- Management reporting and analysis;
- Management of outside collection agencies;
- Skip tracing (research to locate a customer after a service termination and
the final bill reaches delinquent status) and final bill collection;
- Collection of delinquent residential and small commercial accounts; and
- Bankruptcy processing.

Regular analysis and reporting of key credit metrics drive credit risk guidelines (i.e.,
account securitization, bill extension and payment arrangement terms as well as individual
customer credit decisions). These latter activities are critical in assessing credit risk and
attempting to reduce bad debt exposure for the benefit of all SDG&E customers.

° Customer Payment Services

Customer Payment Services handles all exception payments, performs daily
reconciliation, and the general ledger posting of payments from all sources. An exception
payment is defined as a payment that cannot automatically post in the Customer Information
System. Examples include customers providing incorrect SDG&E customer account numbers or
payments returned for insufficient funds. Prior to posting in the general ledger, a reconciliation
of payments and credits (e.g., return items, fees) posted in the CIS system and the respective

SDG&E bank account are performed.
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° Meter Revenue Protection (MRP)

MRP investigates leads associated with potential customer energy theft and, more
importantly, remediates any related employee and public safety issues. Bypasses or
unauthorized attachments create unsafe conditions for our crews as well as public safety officers
and first responders. As described in RAMP, Section II, the first order of business when
encountering these conditions is corrective action relative to safety. The unauthorized
attachments are not standard and violate the electrical code and local building ordinances. These
connections present the potential for fire, electrical shock or even the risk of electrocution to a
SDG&E service technician, law enforcement, firefighters, city or county officials, occupants of
the residence, and/or community. Additionally, MRP performs credit assists. Credit assists
typically result from a new customer attempting to sign for service at a premise immediately
after disconnection for non-payment, and thus MRP performs a field visit to confirm a change in
residency and customer identification.

The calculations for the estimated expenses for Credit & Collections are included in
workpapers (Ex. SDG&E-18-WP 100003.000).

2. Forecast Method

I used a base year forecast method for TY 2019 for Credit & Collections because the last
recorded year accurately reflects the expense level associated with current departmental activity.
Efficiencies have been gained in both Customer Payment Services and Credit & Collections as
manual data entry processes have been automated. Some examples of efficiencies include:
enhanced automated search, where open account receivables are searched for a possible match to
the unidentified (un-postable) payment before a work item is created, Escheatment Process, “turn
on” investigation process, and NEM Strategies where the system was enhanced to accommodate
annual payments mandated by the NEM tariff. Therefore, the base year provides a reasonable
starting point for future expenditures.

3. Cost Drivers

Table JS-14 summarizes the changes in Credit & Collections estimated expenses for TY

2019.
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TABLE JS-14

TY 2019 - 2016 Change (000s)
Credit & Collections Labor Non- Total FTEs
Labor

Collection Agency Commissions 134 134

Customer Growth 53 22 75 9
VREP =212 -212 -2.8
Complex Credit Data Analytics 204 6 210 2.0
Business Optimization (FOF) 106 133 239 1.9
Total TY 2019 Impact 151 295 446 2.0

a. Collection Agency Commission

I am requesting $134,000 in non-labor above the BY 2016 for the collection agency
commission payments. With the increase in the number and dollar value of customer final bills
and a decrease in in-house collections resources, SDG&E has experienced a steady increase in
the amount (volume and dollars) of delinquent final bills sent to outside collection agencies.
Agencies are compensated based on a percentage of the monies they recover, thus the increase in
the number and value of delinquent bills creates an increase in these commission payments.

b. Customer Growth

I am requesting $53,000 in labor and $22,000 in associated non-labor above the BY 2016
due to increased credit activities resulting from customer growth. This additional FTE would be
responsible for ensuring timely, and responsive customer service to support the increased volume
of transactions, including activities such as confirming tenancy changes and other verifications

as part of new service requests and managing excessively delinquent customer accounts.

c. VREP
Credits & Collections workgroup’s TY 2019 forecast reflects a ($212,000) reduction in

labor expenses related to employee VREP Programs. As discussed earlier and in our RAMP
filing on Workforce Planning, SDG&E has used programs like VREP to achieve an orderly
transition of knowledge and skills between select retirement-eligible employees and those
employees ready to move into leadership or other senior positions. The VREP offered a
voluntary separation package to a select group of retirement eligible employees in areas believed
to have skill surpluses to enable SDG&E to achieve balance and appropriate staffing for

projected workforce requirements. Several employees were given the option to accept voluntary
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retirement and once the positions were vacated the organization was reorganized to better align
with the new objectives of the department. Four work teams were consolidated down to two
teams to create additional flexibility in resource allocation and subsequent work was absorbed by
the current staff. Another contributing factor included benefits from various process automations
introduced in BY 2016.

d. Complex Credit Analytics

I am requesting $204,000 in labor and $6,000 in associated non-labor above the BY 2016
to support the complex credit analytics. The Credit Analytics Advisors will provide analytical
and subject matter support on policy analysis, key operational efficiency projects and technology
implementations. The focus is to reduce redundant manual processes, optimize business
processes, provide analytical support for the customer and business impacts of policy changes,
and assess credit risk and reduce bad debt exposure for the benefit of all SDG&E customers.
Key Projects underway include a propensity to pay scoring model explained below in Section
II1.C.3.e. Business Optimization (FOF). The Credit Analytics Advisors will also analyze the
delinquent final bill process and identify attributes that may increase the likelihood of receiving
payment. They will use their findings to propose recommendations on how final bill accounts
should be allocated either to in-house resources or sent to outside collections agencies. They
would further assist with data requests from the CPUC and consumer advocate groups and
provide information related to SDG&E’s credit and collection activities. Moreover, they will be
responsible for exception management, dashboard maintenance and reporting, metric reporting,
issue investigation, and process optimization.

e. FOF - Business Optimization

I am requesting $106,000 in labor and $133,000 in non-labor above the BY 2016 base
year to support the Business optimization effort within the Credit & Collections group. One of
the key initiatives is to reduce energy theft through greater investment in the identification and
resolution of potential energy diversion or theft. SDG&E has several mechanisms through which
potential energy theft leads are identified, including but not limited to, meters that are listed as
off in our records, but continue to register usage, unusual usage patterns, zero consumption on an
active account, and meters that record a tampering signal. In addition, MRP receives leads from
field technicians and customers. The MRP Specialists work and travel throughout SDG&E’s

service territory investigating MRP leads.
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As described in Section V(D), another key initiative is to create a propensity to pay
scoring model that offers a comprehensive solution that provides a better risk assessment for
SDG&E. Based on various credit related data points, the new model would assess the
customer’s likelihood to make payments on their SDG&E bill and categorize them as low,
medium or high risk. Using the new model will improve SDG&E’s selection of the right
approach to take with customers. For example, the company can tailor a risk-based treatment for
Low/Med/High credit assessments, tie risk assessment/scoring into a deposit request, trigger
additional deposit requests or continue to hold existing deposits based on credit risk, and ensure
consistent treatments are presented with Pay Agreements across all three channels (IVR, Smart
Energy Advisor Desktop (SEAD), and My Account). As a result of the customized approach
presented above, this effort is expected to provide more timely and consistent communications to
customers who are a higher credit risk.

f. Memorandum Accounts — RDMA

Residential Disconnection Memorandum Account (RDMA) was established pursuant to
the 2014 Disconnection OIR Decision D.14-06-036 (also referenced in Rule 11.A.3.a). It was
ordered that Vulnerable Customers not pay collections fees (field notice of $9/visit or field
disconnection of $15/visit). These collection charges however were approved in GRC D.13-05-
010 as part of miscellaneous revenue and were already included as part of the revenue
requirement at that time. Because the 2014 disconnection OIR Decision came in between GRC
cycles (TY 2012 and TY 2016), RDMA was established in 2014 to record the unbilled revenue
of those field visits until December 15, 2015, i.e., until the TY 2016 GRC D.16-06-054 came
into effect. The revenue requirement for the TY 2016 GRC did account for the Disconnection
OIR Decision and hence no unbilled revenue was posted to the RDMA after that date. Based on
the foregoing, the costs recorded by SDG&E in compliance with D.14-06-036 are reasonable and
should be approved by the Commission. Additional information regarding regulatory accounts is
provided in the direct testimony of SDG&E Regulatory Account witness Norma Jasso (Exhibit
SDG&E-41). The Table JS-15 below shows the activity in this memorandum account.
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Table JS-16 below summarizes SDG&E’s requested TY 2019 expenses for Remittance

Processing.

TABLE JS-15

Residential Disconnect Memo Account - Electric

Year Expenses Interest Account Balance
2014 8,879 5 $ 8,884
2015 54,851 70 $ 63,805
2016 0 316 $ 64,121
Jan-Jun 2017 0 271 $ 64,392

Residential Disconnect Memo Account - Gas

Year Expenses Interest Account Balance
2014 3,805 0 $ 3,805
2015 23,509 31 $ 27,345
2016 0 135 $ 27,480
Jan-Jun 2017 0 116 $ 27,596

Remittance Processing
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TABLE JS-16

Forecast for Remittance Processing

CS - OFFICE OPERATIONS
(In 2016 $)
A. Customer Service Office 2016 Adjusted- TY 2019 Change (000s)
Operations Recorded Estimated
(000s) (000s)

4. Remittance Processing 785 745 -40
Total 785 745 -40

1. Description of Costs and Underlying Activities

Remittance Processing includes the expense for paper, envelopes, and vendor fees to

deliver customer bills.

The calculations for the estimated expenses for Remittance Processing are included in

workpapers (Ex. SDG&E-18-WP 100004.000).

2. Forecast Method

I chose to use a base year forecast method for TY 2019 for Remittance Processing

because this workpaper group includes non-labor costs of software maintenance for My Account,

vendor's fees for electronic bill delivery to customers’ home banking websites, and billing forms

and envelopes for paper bills and notices. These costs are driven by the volumes of bills, notices

and payments that are impacted by customer growth as well as customer choice of billing and

payment channels. For these reasons, the base year provides a reasonable starting point for

future expenditures.

3. Cost Drivers

Table JS-17 below summarizes the changes in Remittance Processing Estimated

Expenses for TY 2019.
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TABLE JS-17
Changes in Remittance Processing TY 2019 Estimated Expenses

TY 2019 - 2016 Change (000s)
Remitt P i -
emittance Processing Labor Non Total FTEs
Labor
Software Licensing Costs 7 7
Increase of E-Bills Delivered 4 4
Forms & Envelopes — reduction due to suppressed
and electronic bills -51 -51
Total TY 2019 Impact -40 -40
a. Software Licensing Costs

I am requesting $7,000 in non- labor above the BY 2016 for licensing fees for SDG&E’s
My Account electronic bill payment and presentment software, which represents a 3% annual
contractual increase.

b. Increase of E-Bills Delivered

I am requesting $4,000 in non-labor above the BY 2016 due to increased vendor costs for
the delivery of electronic bills to SDG&E’s customers’ home banking websites.’

c. Forms & Envelopes

The Remittance Processing TY 2019 forecast reflects a ($51,000) reduction in non-labor
as the result of reduced costs for forms and envelopes due to suppressed® bills and electronic

bills.
d. Rendering and Payment of Bills

I am requesting to modify Electric and Gas Rule 9, Rendering and Payment of Bills, to
authorize SDG&E to default all SDG&E customers to receive electronic bills as their regular bill
starting Jan 1, 2021. SDG&E recognizes that some customers may prefer to remain paper billed
or may choose to return to paper billing. Customers may elect to be excluded from paperless
billing electronically. SDG&E will develop a communication strategy to notify the customers of

this change and will also develop a process to assist customers that request to be excluded from

6 See supplemental workpaper 1 attached to Ex. SDG&E-18-WP 100004.000.
"Id.

¥ Suppressed bills are bills that are not mailed to customers because they have indicated they no longer
need a paper bill.
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paperless billing and/or customers choosing to return to paper billing after transitioning to

paperless. Any savings associated with adoption of paperless billing would be made to

SDG&E’s authorized revenue requirement in a future GRC.

E. Postage

Table JS-18 below summarizes SDG&E’s requested TY 2019 expenses for Postage.

TABLE JS-18

Forecast for Postage

CS - OFFICE OPERATIONS

(In 2016 $)
A. Customer Service Office 2016 Adjusted- TY 2019 Change (000s)
Operations Recorded Estimated

(000s) (000s)
5. Postage 4,160 3,856 -304
Total 4,160 3,856 -304

1.

Description of Costs and Underlying Activities

Postage includes the expense for mailing customer bills and notices through the United

States Postal Service (USPS).

The calculations for the estimated expenses for Postage are included in workpapers (Ex.

SDG&E-18-WP 100004.001).

2.

Forecast Method

I chose a base year forecast method for TY 2019 for Postage because expenses depend on

postage rates that are determined by the USPS, and the volume of paper bills and notices, which

are impacted by customer growth as well as electronic bill adoption levels. The last recorded

year accurately reflects the expense level associated with these cost drivers, therefore, the base

year provides a reasonable starting point for future expenditures.

3.

Cost Drivers

Table JS-19 summarizes the changes in Postage estimated expense for TY 2019.
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TABLE JS-19

Changes in Postage TY 2019 Estimated Expenses

TY 2019 - 2016 Change (000s)
Postage Labor | o NSE | Total | FTEs
Labor
Postage for Meter Growth 365 365
Postage Costs decrease — rate changes -30 -30
Postage Savings — paperless -661 -661
Postage Savings decrease — rate changes 22 22
Total TY 2019 Impact -304 -304
a. Postage for Meter Growth

I am requesting $365,000 in non-labor above the BY 2016 for increased postage costs

related to meter growth’ due to the anticipated increase in new customers who automatically

receive paper bills. The projected rate of paper bills and notices per meter in TY 2019 is 6.59.

b. Decreased Postage Cost

The Postage workgroup TY 2019 forecast includes a ($30,000) reduction in postage costs

as a result postal rate changes'’.

c. Postage Savings

The TY 2019 Postage forecast reflects a ($661,000) reduction for postage costs resulting

from additional customers choosing to receive their bill via electronic statements.!! The

projected rate of electronic bills per meter in TY 2019 is 6.17.

d. Postage Savings Due to Paperless Bills

I am requesting $22,000 in postage cost above the BY 2016 for decrease in postage

savings for customers who are paperless, resulting from postal rate changes.!?

F. Branch Offices and Authorized Payment Locations

Table JS-20 below summarizes SDG&E’s requested TY 2019 expenses for Branch
Offices and Authorized Payment Locations (APLs).

? See supplemental workpaper 2 attached to Ex. SDG&E-18-WP 100004.001.

10714
.
21d.
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TABLE JS-20

Forecast for Branch Offices and APLs

CS - OFFICE OPERATIONS
(In 2016 $)
A. Customer Service Office 2016 Adjusted- TY 2019 Change (000s)
Operations Recorded Estimated

(000s) (000s)
6. Branch Offices 1,979 2,209 230
Total 1,979 2,209 230

1. Description of Costs and Underlying Activities

SDG&E provides local payment offices and customer services through a network of
Branch Offices and APL. SDG&E operates five dedicated Branch Office facilities and two
shared Branch Office facilities (Downtown Branch Office-California Coast Credit Union and the

Oceanside Branch Office-UPS Store, which is now closed). SDG&E contracts with a third-party

vendor that provides a network of approximately 59 APLs. These APLs provide similar

payment services in addition to credit and debit card options at select APLs, convenient

locations, and extended hours for SDG&E customers.

SDG&E continues to experience a decline in Branch Office and APL payments as shown

in Figures JS-2 and JS-3 below; therefore, SDG&E is proposing to close the two lowest

performing and least cost-effective Branch Offices. One of those offices, the Oceanside Branch

Office, no longer serves as a branch office. The UPS Store decided its partnership with SDG&E

must discontinue due to co-branding and exclusivity agreements between the franchise and UPS

corporate. The details of the closure are provided later in this section.

The calculations for the estimated expenses for Branch Offices are included in

workpapers (Ex. SDG&E-18-WP 100005.000).

FIGURE JS-2

Branch Office and APL Payment Transaction Summary

Branch Office and APL Payment Transactions

2007 2008 2009

Transaction Type

2010

2011

2012

2013 2014 2015

2016

Branch Payments

894,280

908,771

856,252

799,037

803,144

755,242

727,673

778,920

726,694

570,323

Pay Stations

41,575

61,350

80,238

112,979

120,812

110,765

101,160

88,402

102,280

123,769

APL

479,738

318,893

285,322

280,260

302,917

286,491

298,114

273,084

261,080

246,130

Sub-Total Branch & APL Pmts

1,415,593

1,289,014

1,221,812

1,192,276

1,226,873

1,152,498

1,126,947

1,140,406

1,090,054

940,222
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FIGURE JS-3
Summary by Transaction Type
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2. Forecast Method

I chose to use a base year forecast method for TY 2019 for Branch Offices because the
last recorded year accurately reflects the expense level associated with current departmental
activity. In early BY 2016, a market job study was conducted by SDG&E Human Resources to
evaluate and standardize the job profiles of the ESS, and Energy Service Associate (ESA)
classifications to more accurately reflect the work performed by these classifications. The
reclassification resulted in a compensation analysis and the ESS/ESA salaries were adjusted
upward effective July 2016. Therefore, the base year provides a reasonable starting point for
future expenses.

3. Cost Drivers

Table JS-21 summarizes the changes in Branch Offices estimated expenses for TY 2016
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TABLE JS-21
Changes in Branch Offices TY 2019 Estimated Expenses

TY 2019 - 2016 Change (000s)

Branch Offices Non-

Labor Total FTEs
Labor
Salary Differential - ESS/ESA wage adjustment 44 44
Non-labor adjustment -45 -45
ADA Compliance 150 130 280 1.0

Business Optimization — (FOF) (Reference:
Capital Project #19001 Branch Office Kiosk
Replacement) -361 312 -49 -8.0

Total TY 2019 Impact -167 397 230 -7.0

a. Salary Differential - Wage Adjustment
I am requesting a $44,000 increase in labor above the BY 2016 for the Branch Office full

year impact staff wage adjustment. As the result of changing business drivers, the ESS and ESA
job profiles were updated based on a market job study conducted to reflect the current duties and
skills necessary to perform the job responsibilities for this area. The changes included greater
emphasis on energy consulting, service offerings, rate and technical support, as well as industry
knowledge and energy trends. Hence, ESS and ESA position salaries were adjusted upward
effective July 2016 commensurate with the industry. The full year impact of the wage
adjustment results in a $44,000 labor increase in TY 2019.

b. Non- Labor Adjustment

The Branch Office forecast includes a ($45,000) reduction in non-labor for the decrease
in expenses for a contracted resource in the Branch Office lobbies. In BY 2016, SDG&E Branch
Offices contracted temporary agency labor to help customers adapt and utilize new technologies
implemented in the branch offices, such as the queue management system and lobby computers,
to name a few, while also informing customers of self service options and other services
including rate options. The customers have adjusted and SDG&E employees are now trained
and available to provide the same level of support, hence the temporary resource is no longer
needed.

c. ADA Compliance

I am requesting a $150,000 increase in labor and a $130,000 increase in non-labor above

the BY 2016 to ensure Americans with Disabilities Act (ADA) compliance and improve
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accessibility for customers. This increase will cover the costs associated with adding an SDG&E
ADA Project Manager position and for costs associated with understanding and maintaining
current information regarding state and federal laws and regulations, as well as best practices by
attending ADA conferences and various customer focused outreach events, training and
materials, and participation in Americans with Disabilities organizational events. The ADA
Project Manager position will support ADA compliance-related activities throughout SDG&E as
ADA standards and regulations continue to change particularly in regards to publicly accessible
facilities and communications channels. In addition to accessibility to Company facilities, other
issues to be addressed include APLs, access to Pedestrian Rights of Way, and access to
SDG&E’s website, written communications, and emergency communications systems.

d. FOF - Business Optimization - Branch Office Kiosk
Replacement and Expansion

The Branch Office TY 2019 forecast includes a ($49,000) reduction due to the Business
Optimization opportunity identified during the FOF initiative. Under this initiative, Branch
Offices would replace and expand self-service kiosks throughout their payment facilities, which
would result in labor savings of $361,000. However, there would need to be an investment in
self-service-related items, hence non-labor cost would increase by $312,000 for kiosk services,
annual maintenance agreements, and additional DSL line telecommunications costs. The
replacement and expansion of the kiosk services are referenced in the Capital Projects section,
where added features and benefit details can be found under project T19001 in Section V of this
testimony.

e. Closure of Branch Offices

SDG&E is requesting approval to close two of its Branch Offices located at the
Oceanside and Downtown locations. The Oceanside Branch Office was located inside the UPS
Store, a partnership with SDG&E. However, the UPS Store corporate offices determined that
the partnership between SDG&E and the local franchise where the branch office was located
must discontinue due to co-branding and exclusivity agreements between the franchise and
corporate offices. After the local UPS Store notified SDG&E of its intent to terminate the
Service and Lease agreements, on December 22, 2016, SDG&E advised the CPUC of the
upcoming involuntary closure of the Oceanside Branch Office. Effective January 23, 2017, the

UPS Store no longer serves as a branch office and, as of March 1, 2017, no longer serves as an
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APL. When this location was operational, customers could pay through a UPS Store employee
who processed payments using the APL system. Additionally, self-service options included an
ExpressPay kiosk that processed cash and check payments, and a ring down phone that
connected the customer with an agent in the CCC to assist with non-payment services including,
payment arrangements, new service requests and billing inquiries.

Upon notice that the UPS Service and Lease agreements for the Oceanside location
would terminate in a month, SDG&E prepared and implemented a customer notification plan for
all customers who had visited the Oceanside location within the last 12 months. Those
customers were notified of the closure by direct mailer, local newspaper ads, flier handouts and
local community outreach centers and were provided information on alternate locations and
payment options. All communication and collateral was delivered in English and Spanish. The
timeline for the customer notification was as follows:

J 1/11/17 — posters and fliers with closure and nearby APL referral information

placed in lobby area, and removed on March 5, 2017;
o 1/13/17 — Letter mailed to customers who made a payment at the Oceanside
Branch Office within the last 12 months;

o 1/13/17 — Local newspaper ad (English) Coastal News; and

o 1/14/17 — Local newspaper ad (Spanish) Hoy San Diego.

After the closure of this location, an analysis was conducted to study the impact of the
closure on SDG&E customers who received service at this location. The study found that 98%
of customers who visited the Oceanside/UPS Store branch office more than once within the last
12 months prior to the closure used something other than a branch office to process their
payment. The data shows that these customers have found alternate options or locations to make

their payment as shown in Figure JS-4 below:
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FIGURE JS-4

PAYMENT METHODS FOR APRIL 2017 BILLS
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More than 57% of the customers who regularly used the Oceanside Branch Office have
since made their payments at a nearby APL, 25% mailed payments in, 7% made credit card
payments via Bill Matrix, 5% used MyAccount, 1% transacted at the closest branch office, and
5% used other methods, including bank payments and pay-by-phone.

Data also indicates that 62% of California Alternate Rates for Energy (CARE) customers
who regularly visited the Oceanside Branch Office are now visiting APLs to make their
payments, 14% mailed, 10% credit card payments via Bill Matrix, 8% MyAccount and the
remaining used other means including bank payments, Energy Assistance — LIHEAP,

ExpressPay machines, Pay-By-Phone, and automatic debit as shown in Figure JS-5 below:
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FIGURE JS-5
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Furthermore, since the closure on January 23, 2017, SDG&E has not received any
comments or complaints from customers in regards to the closure. As of now, SDG&E has been
unsuccessful in finding a replacement office and will continue to search unless or until it receives
a formal closure decision from the CPUC.

The Downtown Branch Office is located inside the California Coast Credit Union'? and
staffed by an SDG&E employee who processes payments using SDG&E’s Payment Entry
Processing (PEP) system, and performs non-payment services including payment arrangements,
new service requests, and billing inquiries. An additional self-service option includes an
ExpressPay kiosk, which processes cash and check payments. This office is the lowest volume
Branch Office in SDG&E’s service territory (after Oceanside) and has been experiencing a long-
term downward trend in payment transactions as illustrated in Figure JS-6 and Table JS-22

below.

'3 The location for California Coast Credit Union is currently in escrow and this may have an impact on
SDG&E operations out of this location in the near future.
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FIGURE JS-6
Payment Transaction by Branch Office Locations
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TABLE JS-22
Branch Office Volume of Payments

Branch Office 2012 2013 2014 2015 2016
Chula Vista 184,399 | 200,201 | 150,008 | 158,194 | 118,859
Downtown 32,907 | 33,785 28,105 25,988 | 25,764
El Cajon 146,757 | 159,404 | 135,655 | 146,054 | 128,167
Escondido 123,035 | 143,831 | 111,526 | 128,929 | 102,439
Market Creek 140,366 | 167,738 | 121,170 | 141,697 | 104,279
National City 100,209 | 109,302 | 92,284 | 98,344 | 90,815

Oceanside 16,664 | 14,722 10,903 9,980 8,946

Furthermore, both the Oceanside Branch Office and Downtown Branch Office have the
highest cost per transaction of all the Branch Offices as shown in Figure JS-7 below. Therefore,

in the interest of our customers, permanent closure of the Downtown and Oceanside offices is

warranted, and the associated cost savings should be passed on to customers.
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FIGURE JS-7
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The data shows that an overwhelming majority of transactions handled at SDG&E’s
Branch Offices are payment transactions. As shown in Table JS-23 below, within SDG&E’s
Branch Offices, non-payment transactions constituted about 4% of the total Branch Office
Transactions in 2016.

TABLE JS-23

Branch Office Payment and Non-Payment Transactions

Transaction Type 2016 % of Total
Branch Payments 570,323
Pay Stations 123,769
APL 246,130
Total Payment Transactions 940,222 96%
Service Orders 25,790
Program Enrollments 11,610
Total Non-Payment Transactions 37,400 4%
Total 977,622

Furthermore, as shown in figures JS-8 and JS-9 below, customer preferences over the last

several years have revealed that self-service options have grown significantly and traditional
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payment options, such as making a payment at a Branch Office, have declined. This can be
attributed to the increased availability and sophistication of self-service payment options,
including paying through My Account, Bill Matrix,'* home banking, automatic debit, electronic
data interchange (EDI), and pay-by-phone through SDG&E’s IVR System. Service orders and
assistance with program enrollments can also be completed over the phone. 94% of SDG&E
Residential customers have a phone number associated with their account. Other traditional
payment options are still available, such as mail and APLs, making the need to visit a Branch
Office unnecessary. Figure JS-8, and JS-9 shows the distribution of customer payment options.

FIGURE JS-8
SDG&E Customer Payment Options

Payment Options
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14 Customers can use most ATM cards, debit cards, MasterCard® and Visa® credit cards and electronic
checks to pay their bill. These payment options are offered through Bill Matrix, an independent service
provider.
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FIGURE JS-9
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As the result of closing the Downtown and Oceanside locations, SDG&E customers
should realize annual cost savings of approximately $278,900 per year in operational costs less
one-time closure expenses of approximately $52,712 as shown in Table JS-24 below.

Table JS-24
Branch Office Closure Savings

Annual Savings

Closure of two branch offices S 305,404

Estimated annual costs of one APL in Oceanside S (2,080)

Estimated annual APL costs for increased volume S (24,366)
Subtotal | $ 278,958

One Time Costs
One time communication costs ‘ S (52,712)
Total $ 226,246

The cost savings assumes 40% of customers would move to self-service and 60% would
continue with in-person payments (either via an APL or another existing Branch Office). The
following testimony demonstrates why the closure of each office will reduce costs to customers
and will not diminish service to customers.

) Downtown Branch Office

The Downtown Branch Office is located inside the California Coast Credit Union and
staffed by an SDG&E employee who processes payments using SDG&E’s PEP system, and
performs non-payment services including, payment arrangements, new service requests and
billing inquiries. Additional self-service options include an ExpressPay kiosk, which processes

cash and check payments. This office is the lowest volume Branch Office in SDG&E’s service
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territory (after Oceanside) and has been experiencing a long-term downward trend in payment
transactions. The cost per transaction for the Downtown Branch Office in 2016 was $6.48
mainly due to the high cost of staffing with an SDG&E employee and the low volume of
payment transactions processed at this office.

The Market Creek Branch Office is within six miles of the Downtown Branch Office and
there are currently four APLs available within a three-mile radius of this office (five additional
APLs within a five-mile radius). One of these four APLs is equipped with a courtesy phone that
connects to the CCC, two APLs provide POS IDs, and all APLs are ADA compliant. The four
APLs are convenient for customers utilizing public transportation. Transportation service is
provided by San Diego Metropolitan Transit Systems, which offers both bus and trolley services
in this area and leading to other locations.

The percentage of cash payments reported by the Downtown Branch Office in 2016 was
27%. The median household income in Downtown is $52,188 compared to the 2017 CARE
income guideline of $32,480. Approximately 36% of customers that paid at the Downtown
Branch Office in BY 2016 were identified as CARE customers, which is the lowest percentage
of all operating Branch Office locations.

The Downtown Branch Office’s estimated annual savings are $215,682.

° Oceanside Branch Office

The Oceanside Branch Office was located in a UPS Store as part of a joint partnership
with SDG&E. Customers could process their payments with a UPS Store employee or through
the ExpressPay machine located in the lobby. Additionally, a Virtual ESS machine equipped
with video conferencing and a courtesy phone allowed customer interaction with an ESS who
could process service orders, POS IDs, program enrollments, and other assistance provided by a
traditional Branch Office.'

There are currently two APLs available within a three-mile radius of this former office
(four additional APLs within a five-mile radius). Of the six APLs that are within a five- mile
radius, two are equipped with courtesy phones to connect to the CCC, two provide POS IDs, and

all APLs are ADA compliant. Public transportation around the Oceanside area is provided by

!> The Oceanside location is no longer operational. On December 22, 2016, SDG&E advised the CPUC of
the upcoming involuntary closure of the Oceanside Branch Office.
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the North County Transit District, which offers Coaster, Sprint, Breeze, Flex and Lift services.
While Breeze (bus) service is available, the walking distance from a bus stop to these APLs is
between 0.7 mi and 1.2 mi.

The percentage of cash payments reported by the Oceanside Branch Office in BY 2016
was 73%. The median household income in the city of Oceanside is $67,639 compared to the
2017 CARE income guideline of $32,480. Approximately 30% of customers that paid at the
Oceanside Branch Office in BY 2016 were identified as CARE customers.

There is no impact to SDG&E employees as the office was staffed by UPS Store
employees. Estimated annual savings for the Oceanside Branch Office is $89,722.

° Closure Communications

SDG&E provides clear and timely notice to affected customers by distributing advance
notifications in English and Spanish to customers in the potentially affected communities. The
notices distribution occurs a minimum of 60 days prior to closure and advises customers that the
Branch Office will be closing. Notices explain each of SDG&E’s payment and service options
and provide customers with self-service options, website links, and telephone numbers to assist
them in learning about the many alternative payment and service options. By providing these
notices, customers will have at minimum of two, and up to three, full billing cycles to adjust how
they tender their payments and how and where they obtain information from SDG&E. SDG&E

provides such notices using the following forms of communication:

o Newspaper ad in local publications in the counties served

. Direct mail letter to affected customers

J Flyers/postcards at the offices — includes directions to nearby Branches and/or
APLs

. Branch Office signage — includes directions to nearby Branches and/or APLs

o Referral through the IVR System

o Notices on sdge.com

SDG&E’s Public Affairs representatives will attend City Council meetings for the City of
San Diego to advise the Council of the proposed office closures. Inserts regarding the proposed
office closings are planned to be included in newsletters of the local Chamber of Commerce.

Customer complaints and/or concerns will be tracked in SDG&E’s Comment Tracking

System, and any escalated inquiries will be handled by the Branch Office Manager.
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For the reasons described above, the Branch Office closures would be beneficial to our

customers from a cost savings perspective and would not diminish services available to them,

including SDG&E’s low-income customers.

G. Customer Contact Center Operations

Table JS-25 below summarizes SDG&E’s requested TY 2019 expenses for CCC

Operations.
TABLE JS-25
Forecast for CCC Operations
CS - OFFICE OPERATIONS
(In 2016 $)
A. Customer Service Office 2016 Adjusted- TY 2019 Change (000s)
Operations Recorded Estimated
(000s) (000s)
7. Customer Contact Center Operations 8,937 10,096 1,159
Total 8,937 10,096 1,159
1. Description of Costs and Underlying Activities

The CCC expenses cover the costs of answering customer telephone calls; responding to

incoming email from customers; responding to customer inquiries through on-line chat features;

answering written customer correspondence regarding customer account activity; following up

on all CPUC telephone referrals and informal and formal customer complaints; and, responding

to other customer account-related inquiries.

Through a variety of toll-free telephone numbers, SDG&E responds to emergency calls

24 hours per day, 365 days per year from a myriad of residential, commercial, industrial, and

agricultural customers.

SDG&E CCC agents have evolved from the prior role as transaction-focused agents to

their new role as an ESS, serving as an ESS who performs not only transactions but also provides

customer support on complex billing issues, applicable rate choices, and the offering of tools and

solutions to aid in energy or bill reduction. Calls are routed to the first available ESS with the

right skillset to address the customer’s need. With its own representatives, SDG&E provides

telephone service in English, Spanish, and Vietnamese. SDG&E also provide services in other

languages via Language Line Services and for the hearing-impaired.

The calculations for the estimated expenses for CCC operations are included in

workpapers (Ex. SDG&E-18-WP 100006.000).
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2. Forecast Method

I chose to use a base year forecast method for TY 2019 for CCC Operations because the
last recorded year accurately reflects the expense level associated with current departmental
activities. The dynamics of various communication channels (phone, IVR and web) and
progressive improvements in self-service, additional training of ESSs, additional focus on
effective call handling, increased call volumes, level of service (LOS), average handle times
(AHT), agent occupancy,'® shrinkage,!” and standardized call scripting collectively impact CCC
Operations. Additionally, the 2016 base year actual performance results were preferred over
historical averages because changes in customer preferences of communication channel (phone,
web, email, chat, mobile) and self-service channel improvements (IVR, web and mobile) have
impacted ESS-handled calls in the last five years. The BY 2016 individual transactions per
electric meter (Table JS-26 below) is applied to projected electric meter volumes to obtain ESS

transaction volumes (Table 27 below).

16 Agent occupancy, also known as agent utilization, is defined as a percentage of time call agents spend
handling incoming calls, including after call work against the staff time or total amount of time they are
plugged in and ready and waiting for calls to arrive. Occupancy is calculated by dividing call-handling
time, including after call work by staff time.

17 Shrinkage is defined as the time for which call agents are paid during which they are not available to
handle calls. It is a measure of how much time is lost in the CCC to things like vacation, breaks, lunch,
holidays, sick time, absenteeism, training, meetings, etc. Shrinkage is calculated by dividing total lost
time by total paid time.
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Total ESS Calls

Average (2012-2016) Calls Per Meter

Year
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017 (Fcst)
2018 (Fcst)
2019 (Fcst)
Year ESS Calls
2012 2,127,497
2013, 2,066,645
2014 1,833,573
2015 1,587,919
2016 1,490,751
2017 (Fest)| 1,501,950
2018 (Fest)| 1,515,931
2019 (Fest)| 1,530,587
16to 19 Growth 39,836

2,449,930
2,436,338
2,353,875
2,242,137
2,127,497
2,066,645
1,833,573
1,587,919
1,490,751
1,501,950
1,515,931
1,530,587

% of
Total
74.15%
72.76%
66.90%
44.73%
41.79%
41.79%
41.79%
41.79%
2.67%

TABLE JS-26
ESS Historical Call Volume and Forecast

TABLE JS-27
Total Customer Contacts and Transactions

Electric Meters

1,368,060
1,375,326
1,382,924
1,390,704
1,397,678
1,405,218
1,412,939
1,421,829
1,430,175
1,440,919
1,454,332
1,468,392

2012 -TY 2019

IVR Calls
521,666
535,836
671,349
785,249
819,676
825,834
833,521
841,579

21,903/

% of
Total
18.18%
18.86%
24.50%
22.12%
22.98%
22.98%
22.98%
22.98%
2.67%

Web &
Mobile
63,620
171,461
176,147
1,094,708
1,158,408
1,167,110
1,177,974
1,189,363
30,955

% of
Total
2.22%
6.04%
6.43%
30.84%
32.47%
32.47%
32.47%
32.47%
2.67%

Calls Per Meter

Email
156,330
62,209
50,711
70,394
88,442
89,106
89,936
90,805
2,363

1.79
1.77
1.70
1.61
1.52
1.47
1.30
1.12
1.04
1.04
1.04
1.04
1.29

% of

Total
5.45%
2.19%
1.85%
1.98%
2.48%
2.48%
2.48%
2.48%
2.67%

Chat
0
4,295
8,905
11,731
10,190
10,267
10,362
10,462

4

272

% of

Total
0.00%
0.15%
0.32%
0.33%
0.29%
0.29%
0.29%
0.29%
0.29%

Total
Contacts

2,869,113
2,840,446
2,740,685
3,550,001
3,567,467
3,594,267
3,627,723
3,662,797

95,330

Note: Starting in 2015, the following web transactions have been added, captured and reported to self-service:
billing information updated by customers, self-serviced letters of credit and residence, self-serviced subscriptions
to usage goal and outage alerts, self-serviced enrollments to paperless billing.

The base year forecast method is also used for CCC Operations non-labor because the

last recorded year accurately reflects the expense level associated with current departmental

activities. These non-labor expenses primarily consist of employee-related expense, office
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supplies, office furniture, and headsets. (Communications, annual software maintenance, and
telecommunication costs are captured under the CCC Support non-labor category).

Furthermore, in early 2016, a market job study was conducted by SDG&E Human
Resources to evaluate and standardize the job profiles of the ESS classifications to more
accurately reflect the work performed by these classifications, and market-based compensation
levels. As a result, ESS salaries were adjusted upward effective July 2016. Therefore, the base
year provides a reasonable starting point for future expenses.

3. Cost Drivers

Table JS-28 summarizes the changes in the CCC Operations estimated expenses for TY

2019.

TABLE JS-28
Changes in CCC Operations TY 2019 Estimated Expenses

TY 2019 - 2016 Change (000s)
CCC Operations Labor | N°" | Total | FTEs
Labor
Salary Differential - ESS wage adjustment 350 350
Labor Reduction (overtime payout for non-
exempt) -78 -78
Customer Growth — call volume increase 105 105 1.9
Residential TOU Mass Default 588 588 9.5
RAMP-Post Filing — Capture customer email 166 166 3.0
CARE enrollments by ESS 83 83 1.5
Capital Project Impacts — [VR Enhancement
(Reference: Capital Project #19031) -30 -30 -0.5
Business Optimization — FOF -276 251 -25 -5.9
Total TY 2019 Impact 908 251 1,159 9.5

a. Salary Differential - ESS Wage Adjustment
I am requesting $350,000 in labor over BY 2016 for the full year effect ESS wage
adjustments. As the result of changing business drivers, the ESS job profile was updated to
reflect the current duties and skills necessary to perform the job. The changes included greater
emphasis on energy consulting, service offerings, rate and technical support, as well as industry
knowledge and energy trends. The market job study was conducted by SDG&E Human

Resources to evaluate and standardize the job profiles of the ESS classifications to more
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accurately reflect the work performed by these classifications. This resulted in a compensation
analysis and ESS salaries were adjusted upward effective July 2016.

b. Labor Reduction (Overtime Payout for Non-Exempt
Employees)

CCC Operation’s TY 2019 forecast reflects a ($78,000) reduction in labor forecast to
remove a one-time overtime payout for non-exempt employees. In BY 2016, CCC Associate
Supervisors were re-classified from Management Exempt to Management Non-exempt. The
reclassification triggered a one-time payout for overtime that Associate Supervisors had worked
in 2014 through 2016. The one-time pay-out of $78,000 is non-recurring in later years.

c. Customer Growth — Call Volume

I am requesting $105,000 in labor above the BY 2016 for 1.9 FTEs to support the
increase in call volume expected to result from customer growth. Based on the meter growth
forecast, it is estimated that the call volume will increase by approximately 40,000 calls in TY
2019, therefore requiring additional FTEs to support customer needs. These FTEs will respond to
billing and payment inquiries, requests for customer assistance program information, offer
appropriate rate options to customers, provide energy conservation solutions, and other
miscellaneous requests.

d. Residential TOU Mass Default

I am requesting $588,000 in labor above BY 2016 to provide support for the Residential
TOU Mass Default. This expense is the normalized labor cost for 9.5 FTE over three years
(2019-2021).'® As referenced in Section III.A.3.f, IOUs were ordered to implement a default
residential TOU pilot program no earlier than January 1, 2018, in preparation for the full roll out
of default residential TOU rates in TY 2019. Like the small and medium business TOU default,
residential customers that default to these new rates schedules will be offered bill protection at
the end of a relevant period.

The TOU Mass Default will drive more customers to call for billing and rate inquiries.
Not only will the call volume increase, the average handle time will also increase because of the

complexity of the call. It is estimated that billing calls will increase by over 167,000 in 2019, and

'8 If the four year GRC cycle is adopted, as proposed in the testimony of Kenneth Deremer (Exhibit
SDG&E-43), then this calculation will need to be revised to reflect that.
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82,000 in 2020, and the average handle time will increase from 410 seconds to 500 seconds. The
overall increase will require 9.5 additional FTEs to service customers.

As detailed in Section I1I.A.3.f, SDG&E is requesting this incremental forecast in the TY
2019 GRC, and intends to present the same forecasted requirements in SDG&E’s Mass Default
Advice Letter (to be filed in Q4 2017). Adjustment will be made to SDG&E’s authorized
revenue requirement if SDG&E’s request is approved in the Mass Default Advice Letter,
enabling SDG&E to record the TOU Mass Default expense in the RRMA.

e. RAMP-Post Filing — Capture Email Addresses

I am requesting $166,000 in labor above the BY 2016 for 3 FTEs to support the post-
RAMP effort for updating customer information and validating customer data. The program will
enhance the customer information database by updating customer contact information that will
improve facility access processes such as supporting leakage survey and inspection of above
ground pipeline by validating and/or capturing the callers’ email address. Maintaining accurate
contact information enables timely notification to customers regarding potential events that could
pose an immediate or future threat to public safety. By leveraging multiple communication
methods, customers are more likely to receive critical information and take appropriate action.
While ESS’s already capture and validate customer telephone numbers, the requested expense
will enable the ESS’s additional time to capture email addresses of customers who have not
signed up for My Account and to verify email addresses of existing MyAccount customers. The
activity is estimated to increase the handle time of over 1 million calls by 15 seconds.

f. CARE Enrollments by ESS

I am requesting $83,000 in labor above the BY 2016 for CARE enrollment to be offered
by ESS as per the CPUC D.14-06-036. The CARE program provides customers who meet
income and household size guidelines with a 20% discount off their SDG&E bill."” The CCC
will continue to provide CARE enrollments by phone via the ESS as agreed to in the Residential
Disconnection OIR proceeding (R.10-02-005) settlement agreement adopted by CPUC D.14-06-
036.2°

! For CARE program guidelines, see SDG&E’s CARE tariff:
http://regarchive.sdge.com/tm2/pdf/ELEC_ELEC-SCHEDS E-CARE.pdf.

20 0n April 1, 2014, in R.10-02-005, a Settlement Agreement among SoCalGas/SDG&E, SCE, PG&E
and the following Consumer Groups (Office of Ratepayer Advocates, The Utility Reform Network,
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Annually, approximately 25,000 customers request CARE applications through an
ESS. The ESS mails the application to the customer, and SDG&E may or may not receive the
application back from the customer. By having the ESS take the application over the phone,
SDG&E expects to process 80%, or 20,000 applications, through an ESS. Additional handle
time is required to conduct the application process over the phone. Thus, 1.5 ESS are required to
expand the CARE enrollment process in 2019, at the estimated cost of $83,000.

g. Capital Project Impacts — IVR Enhancement (Capital Project
#T19031 FOF — IVR Project)

CCC Operations TY 2019 forecast reflects a ($30,000) in labor reduction to account for
the efficiency achieved by the IVR enhancement capital project #T19031. Enhancements to the
IVR will add the self-service function for customers who would like to request gas turn-off for
fumigation. Currently customers submit requests for gas turn-off for fumigation via phone,
email or fax. ESSs manually process the requests, schedule the turn-off date and respond back to
customers using similar outbound channels. This IVR enhancement will allow customers to
schedule gas turn-off via the IVR automated system, thus reducing workload by an equivalent of
0.5 FTE, for a savings of $30,000.

h. FOF - Business Optimization

The CCC TY 2019 forecast reflects a ($25,000) net reduction, which is a ($276,000)
reduction in labor and a $251,000 increase in non-labor resulting from process improvement,
business optimization as well as contracting/procurement efficiencies that will be realized in TY
2019. Some of the initiatives that were identified to improve CCC operational efficiency
through lower labor costs include: simplifying Credit Payment Offerings and creating
consistency across all service channels; combining email and Chat under one platform;
implementing a Case Management System for Complaint Resolution; redirecting repeated credit
calls to self-service; enhancing IVR and Web outage information and communication;
optimizing credit and outage call handling, and digitizing work orders and intake processes for
contract crews.

Furthermore, as discussed in the testimony of Witness Denita Willoughby (Exhibit
SDG&E-20), the Supply Management group is focused on optimizing procurement strategies for

Greenlining Institute, and the Center for Accessible Technology) was filed. The Settlement Agreement
was approved on June 26, 2014 by CPUC D.14-06-036.
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business units across the companies. FOF Supply Management group benefits for CSOO are

($289,000) and already accounted for in the $251,000 non-labor increase discussed above.

H. Customer Contact Center Support

Table JS-29 below summarizes SDG&E’s requested TY 2019 expenses for Customer

Contact Center Support.

TABLE JS-29
Forecast for CCC Support
CS - OFFICE OPERATIONS
(In 2016 $)
A. Customer Service Office 2016 Adjusted- TY 2019 Change (000s)
Operations Recorded Estimated
(000s) (000s)
8. Customer Contact Center Support 2,790 2,679 -111
Total 2,790 2,679 -111

1.

Description of Costs and Underlying Activities

CCC Support cost center activities include resource planning and scheduling; technology

support (including software licensing, maintenance and support service); training; quality

assurance; policy and procedures support; planning and analysis functions; and clerical support.

The calculations for the estimated expenses for CCC support are included in workpapers

(Ex. SDG&E-18-WP 100007.000).

2.

Forecast Method

I chose to use a base year forecast method for TY 2019 for CCC Support because the last

recorded year accurately reflects the expense level associated with current departmental

activities. Furthermore, while labor has remained constant over the years, non-labor has

fluctuated due to technological implementation for new and/or outdated systems. Therefore, the

base year provides a reasonable starting point for future expenditures.

2019.

3.

Cost Drivers

Table JS-30 summarizes the changes in the CCC Support estimated expenses for TY
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TABLE 30

Changes in CCC Support TY 2019 Estimated Expenses

TY 2019 - 2016 Change (000s)

CCC Support Non-
Labor Total FTEs
Labor
Business Optimization — FOF 35 -111 -2.5
Total TY 2019 Impact 35 -111 -2.5
a. FOF - Business Optimization

The CCC Support forecasts reflects a ($111,000) overall reduction from BY 2016 due to

the savings achieved by business optimization such as improvement in CCC support efficiency;

combining email and Chat under one platform and implementing on-line training in the CCC for

ESSs. The optimization efforts would collectively reduce the labor cost by $146,000 and

corresponding staffing level by 2.5 FTE, while increasing the non-labor cost by $35,000.

L Customer Operations Support and Projects

Table JS-31 below summarizes SDG&E’s requested TY 2019 expenses for Customer

Operations Support and Projects.

TABLE JS-31

Forecast for Customer Operations Support and Projects

CS - OFFICE OPERATIONS
(In 2016 $)
A. Customer Service Office 2016 Adjusted- TY 2019 Change (000s)
Operations Recorded Estimated
(000s) (000s)
9. Customer Operations Support & 3,120 3,604 484
Projects
Total 3,120 3,604 484
1. Description of Costs and Underlying Activities

The Customer Operation Support and Projects workpaper consists of two groups:

Customer Operations Support (COS) and Customer Service Project Management Office

(CSPMO). The activities performed by each group is described below.
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° Customer Operations Support (COS)

COS is responsible for the support and delivery of major Customer Service projects and
initiatives; maintenance; and production support for existing technology and business integration
of technology. COS provides support for many of the key systems within the Customer Service
organization such as the CIS, My Account, Centralized Calculation Engine (CCE), C3 and
Customer Relationship Management (CRM) to name a few. COS represents the Customer
Service organization and is the liaison between the business and IT organization. Daily
operational support responsibilities include the triaging and resolution of issues reported by the
business organizations, business defects/enhancements prioritizations related to applications or
reporting, requirements development for new tools and reports, and user acceptance testing. In
addition to the daily operational support, the team also supports the Customer Services Project
Management Office (CSPMO) capital projects as subject matter experts (SMEs) of the systems.

o Customer Services Project Management Office (CSPMO)

CSPMO manages a portfolio of capital and regulatory projects from all Customer
Services business units, including, COS, Business Services, Customer Programs, Marketing
Research & Analytics, Residential Services, Customer Service Field (CSF) and Smart Meter
Operations. The CSPMO facilitates initial phase of project development, including business case
development and project portfolio selection. By being involved from the onset of projects,
CSPMO delivers successful implementations that maintain a focus on SDG&E customers and
ensures that business goals and strategic alignment are achieved with each project. The
objectives of the CSPMO are to: achieve successful project implementations; build project
management maturity and adherence to established project management principles; and serve as
the central authority on project priorities, reporting and stakeholder communications. The
CSPMO has a focus on business responsibilities throughout the lifecycle of a project and
partners with IT personnel on the project management of technology and software development.
Responsibilities may include, but are not limited to, business case development; project
planning, development and execution; business process re-engineering; requirements
development, management and traceability; solution design and validation; resource, budget and
schedule management; vendor and contract management, user acceptance testing planning and

execution; change management; and post-implementation support.
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The calculations for the estimated expenses for COS and CSPMO are included in

workpapers (Ex. SDG&E-18-WP 100008.000).
2. Forecast Method

A base year forecast method was utilized for TY 2019 for COS and CSPMO because the
last recorded year accurately reflects the expense level associated with current departmental
activity. Labor increased in BY 2016 due to the transition of ongoing Dynamic Pricing support
from capital to O&M as approved by our TY 2016 GRC D.16-06-054. Therefore, the base year
provides a reasonable starting point for future expenditures.

3. Cost Drivers

Table JS-32 summarizes the changes in the COS and CSPMO estimated expenses for TY
2019.

TABLE JS-32
Changes in Customer Operations Support and Projects TY 2019 Estimated Expenses

TY 2019 - 2016 Change (000s)
. ot i
Customer Operations Support and Projects Labor Non Total FTEs
Labor
Full Year Labor Impact 142 142 2.0
Employee Development 20 20
Project Growth — Business Requirements 97 3 100 8
Capital Project Impacts — GRC Phase 2 (Capital
project # T19007) 89 3 92 1.0
Capital Project Impacts — CCE Phase 3 (Capital
Project # T16047) 102 3 105 1.0
Software Licensing Fees 25 25
Total TY 2019 Impact 430 54 484 4.8
a. Full Year Effect of Labor Vacancies

I am requesting $142,000 in labor above the BY 2016 to add back full-year salaries for
employees. In BY 2016, there were employees who worked only a partial year because of
personal leaves, and there were positions that were filled only mid-year. Without this adjustment,
true labor costs would not be accurately reflected.

b. Employee Development

I am requesting $20,000 in non-labor above the BY 2016 to invest in employee

development for COS and CSPMO workgroups. Today’s rapidly changing business
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environment requires that the employees be ready to respond to technological advancement by
keeping abreast of industry-standards best practices. Since these developments are geared
towards all team members, it introduces greater consistency in process adherence, enhances
operational efficiency as well as productivity. Effective training also introduces new skills into
each employee’s tool-kit and increases their usability across the entire organization. Employees
with diverse skills sets can perform a variety of tasks and can transition more easily into different
roles. Moreover, this training can provide career pathways for employees, making retention
within the organization greater, and as such may reduce recruitment costs.

c. Project Growth — Business Requirements

I am requesting $97,000 in labor and $3,000 in associated non-labor above the BY 2016
to support the project growth in the CSPMO area by hiring a Business Architect. The Business
Architect aligns strategic business goals and priorities with decisions regarding projects,
applications/systems, processes, and capabilities across the organization. The role has a strong
focus on the business, identifying the gaps between current capabilities and the desired
implementation roadmaps (Business & IT) by IT architecture models and business process
improvement. With the demand of both capital and O&M changes to processes and systems, the
Business Architect plays a key role in developing and managing the Business Technology
Governance process to ensure synergies and alignment of processes, projects and systems to the
optimum operating model and solution architecture.

d. Capital Project Impacts — GRC Phase 2 (Capital project
#T19007)

I am requesting $89,000 in labor and $3,000 in associated non-labor above the BY 2016
for a Business System Analyst who will support the ongoing activities and technical expertise for
enhancement requests and defect resolution associated with the GRC Phase 2 capital project.
This resource will provide on-going production support for the GRC Phase 2 functionality being
implemented across Customer Service applications. Not having this position will impair the
team’s ability to provide timely production support, which would impact billing customers,
leading to an increase in delayed bills, and result in a negative customer experience.

e. Capital Project Impacts — CCE Phase 3 (Capital Project #
T16047)

I am requesting $102,000 in labor and $3,000 in associated non-labor above the BY 2016

for a Senior Business System Analyst who will support the ongoing activities related to the CCE
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Phase 3 capital project. A Senior Business System Analyst position is required in order to
provide production support and technical expertise for enhancement requests and defect
resolution for the CCE application. Not having this position will impair the team’s ability to
provide timely production support which would impact business functions requiring the
availability of the system.

f. Software Subscription — Per User Fees

I am requesting $25,000 in non-labor above the BY 2016 for the CSPMO group’s
software subscription. The new software is a requirements management platform that is more
closely integrated into the systems development process. It provides an online/cloud based
platform to centrally manage requirements throughout the entire project lifecycle. It includes
capabilities to help streamline the overall development such as: collaboration, approval
workflow, communication, re-use, traceability and reporting. This software provides a platform
for the Business Analysts to manage requirements in a central location and the fees are based on
a per user subscription. Without this software, it will be difficult to manage the increasing
number of projects and requirements associated with new technology and we would continue to
use antiquated tools and methods that would not be as efficient.

IV.  UNCOLLECTIBLE RATE

I am requesting that SDG&E’s current uncollectible rate remain at 0.174%. This reflects
the 10 -Year average (2007 — 2016) and is consistent with the uncollectible rate requested and
authorized in the last two GRCs, TY 2012 and TY 2016. The volatility or cyclical nature of the
uncollectible rate depends on macroeconomic, microeconomic and regional economic factors
and the variability of seasonal energy bills (hotter summers mean higher electric bills for air
conditioning, and colder winters mean higher natural gas bills for heating). However, the precise
incremental impact to the uncollectible rate due to each of the independent variables is difficult
to quantify and correlate. Nevertheless, a larger energy bill means that a greater proportion of
customers will have difficulty paying, and therefore increase the likelihood of an uncollectible
expense. The Uncollectible rate may be impacted as a result of recently enacted legislative

policy, SB-598.%!

21 SB 598 (Hueso): Disconnection Prohibition will become law on January 1, 2018,and may have an
impact on SDG&E. This bill would prohibit the utilities from disconnecting for lack of payment any
CARE customers that also qualify for medical baseline treatment under specified conditions. SDG&E is
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TABLE JS-33
SDG&E Uncollectible Data 2007-2016

Recorded
Uncollectible Uncollectible
Expense Sales Revenue Rate
Year (a) (b) @)/ (b)
2007 | § 4,855,651 $ 2,784,813,403 0.174%
2008 | $ 6,675,500 $ 2,775,376,420 0.241%
2009 | $ 5,278,315 $ 2,836,818,502 0.186%
2010 | § 4,828,063 $  2,865,422,686 0.168%
2011 | $ 6,162,914 $ 3,087,387,963 0.200%
2012 | $ 5,027,626 $  3,030,246,377 0.166%
2013 | § 4,911,906 $  3,225,416,802 0.152%
2014 | $ 5,309,773 $  3,779,062,099 0.141%
2015 | $ 6,455,318 $ 4,033,166,170 0.160%
2016 | $ 6,427,130 $ 3,737,413,809 0.172%
10 year
average $ 55,932,197 $ 32,155,124,231 0.174%
5yearaverage | $ 28,131,754 $ 17,805,305,257 0.158%
3 yearaverage | $ 18,192,222 $ 11,549,642,078 0.158%

Note: Adjusted for all Enron-related write offs and recoveries to remove
anomalies for comparison purposes

The Table JS-33 above displays the historical uncollectible rate from 2007-2016, and a
ten-year, five-year and three-year average.
According to the National Bureau of Economic Research (NBER),?? the last economic

expansion began in June 2009. The average business cycle lasts 68.5 months or five-six years;

monitoring SB 598 developments and may take appropriate steps in this proceeding such as requesting a
memorandum account to track associated revenue requirement impacts to reflect any impacts from SB
598, such as increased costs as well as bad debt write-offs, as soon as they are known.

22 See http://www.nber.org/cycles/cyclesmain.html.
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therefore, as of 2017, the next recession is undoubtedly overdue. SDG&E's uncollectable rate

began increasing in 2015, aligning with NBER's six-year business cycle model. SDG&E ended

2015 with a .160% uncollectable rate or 12.2% year over year (YOY) increase and ended 2016
with a .172% uncollectable rate or 6.9% YOY increase. SDG&E's 5-year average of .158% is

too low; given that we are currently well beyond the average duration of an economic expansion,

signaling that a recession could occur within the next few years.

V. CAPITAL

I am sponsoring the business rationale for each of the following IT capital projects. The

estimated capital expense requests are included in the testimony and capital workpapers of Mr.
Olmsted (Exs. SDG&E-24 and SDG&E-24-CWP). Table JS-34 summarizes the total capital
forecasts for 2017, 2018, and TY 2019.

TABLE JS-34
Capital Expenditures Summary of Costs

INFO TECH/TELECOM CAPITAL

Shown in Thousands of 2016 Dollars

CS - Office Operations Estimated Estimated Estimated
2017 2018 TY 2019
A. Technical Obsolescence 3,340 2,480 1,505
B. Improving Customer Experience 1,494 6,092 10,827
C. Mandated 559 0 0
D. Business Optimization 9,504 7,202 4,000
Total 14,897 15,774 16,332

The following lists the detailed capital projects by category as summarized in Table JS-

35 below:
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TABLE JS-35

Capital Expenditures Summary by Category

GRID | Capital Capital Project Name 2017 2018 TY 2019
WP# | Project Total Total Total
# ($000) | ($000) | (S000)
831C | T16052 | EBPP Tech Refresh 0 2,000 1,025
8311 | T15064 | Smart Meter System Upgrade 3,340 480 480
Sub-Total Technical Obsolescence 3,340 2,480 1,505
834S | T16043 | Advanced Analytics Foundation 384 0 0
831P | T19047 | Smart Meter Network Modernization 0 4,866 10,215
811F | T16039 | Bill Redesign Phase 2 1,110 1,226 612
Sub-Total Improving Customer
Experience 1,494 6,092 10,827
831G | T16020 | Net Energy Metering (NEM 2.0) 559 0 0
Sub-Total Mandated 559 0 0
03849A | T19031 | FOF - IVR Project 652 0 0
FOF - KANA Enhancements and Online
03849B | T19030 | Training 1,360 0 0
03849C | T19029 | FOF - Propensity to Pay 1,531 0 0
811K | T14038 | DASR System Upgrade 353 0 0
Centralized Calculation Engine Phase
831D | T16047 | 3(CCE PH3) 1,838 0 0
831F | T16025 | IDS Billing Enhancement 361 0 0
Off But Registering (OBR) Enhancement
831K | T19038 | Project 0 559 0
Remote Meter Configuration (RMC)
831L | T19037 | Rebuild 0 505 0
831M | T19036 | Enhanced Network Analytics 0 3,826 4,000
832A | T19001 | Branch Office Kiosk Replacement 150 1,837 0
832B | T16034 | Smart Meter Network Enhancements 2,534 0 0
16871A | T16028 | Smart Meter Network Devices 725 475 0
Sub-Total Business Optimization 9,504 7,202 4,000
Total 14,897 15,774 16,332
A. Technical Obsolescence

Table JS-36 below shows a summary of the requested capital expenditures related to

Technical Obsolescence.
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TABLE JS-36
Technical Obsolescence Capital Summary

GRID | Capital Capital Project Name 2017 2018 TY 2019
WP # | Project Total Total Total
# ($000) ($000) ($000)

831C | T16052 | EBPP Tech Refresh 0 2,000 1,025

8311 T15064 | Smart Meter System Upgrade 3,340 480 480

Sub-Total Technical Obsolescence 3,340 2,480 1,505

1. Electronic Bill Presentment and Payment Technology (EBPP Tech)
Refresh (Project # T16052)

The purpose of the EBPP Tech Refresh project is to re-engineer EBPP resulting in a
single, consolidated My Account Portal encompassing EBPP functionality. Additionally, this
project would also look to replace existing EBPP-related integrations that are the root cause of
performance issues. These integrations are complicated, made up of long running batch jobs that
are prone to failure and constitute a support burden. Rewriting, eliminating, and/or simplifying
these jobs would reduce errors and the support required to maintain the application.
Furthermore, the project will provide improved stability and dependability of EBPP as we
continue to promote and drive increased adoption of our online services. Recurring Payment
adoption rates and cash flow improvements will be realized due to an enhanced Recurring
Payment process since automated payments and payment reminders could adjust automatically
to the billing cycle resulting in fewer mis-scheduled payments and fewer calls to the Call Center.
The forecast for the EBPP Tech Refresh project for 2017, 2018, and 2019 are $0, $2,000,000,
and $1,025,000, respectively.

2. Smart Meter Systems Upgrade (Project # T15064)

The Smart Meter Systems Upgrade project will upgrade the CE and MDMS and
associated database hardware in order to reduce the risk of catastrophic system failure and avoid
significant costs associated with system recovery and lost revenue. Additionally, the project will
select a vendor to redefine the overall Smart Meter testing methodology and develop test
automation for end-to-end Smart Meter testing. This improved Smart Meter testing process will
ensure that these systems are thoroughly tested during this project and will provide the process
and tools required for ongoing software release testing, and Smart Meter configuration and

firmware testing in the future. This project is currently in progress and expected to be completed
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in 2019. The forecast for the Smart Meter Upgrade project for 2017, 2018, and 2019 are
$3,340,000, $480,000, and $480,000, respectively.

B. Improving Customer Experience

Table JS-37 below shows a summary of the requested capital expenditures related to

improving customer experience.

TABLE JS-37
Improving Customer Experience Capital Summary
GRID | Capital | Capital Project Name 2017 2018 TY 2019
WP # | Project Total Total Total
# (3000) (5000) (5000)
834S | T16043 | Advanced Analytics Foundation 384 0 0
831P T19047 | Smart Meter Network Modernization 0 4,866 10,215
811F | T16039 | Bill Redesign Phase 2 1,110 1,226 612
Improving Customer Experience 1,494 6,092 10,827

1. Advanced Analytics Foundation (Project # T16043)

The Advanced Analytics Foundation project would build an analytical test bed with focus
on cognitive and machine learning technology to better meet the growing needs and demands to
create business efficiencies utilizing automation. This project is integral to providing a
foundation on which CCC optimization, Smart Meter/City Analytics and Internet of Things
projects will be implemented, using advanced analytics technology. These tools will provide the
foundation for future projects to come forward based on their operational benefits and/or revenue
generation opportunities. The forecast for the Advanced Analytics Foundation project for 2017,
2018, and 2019 are $384,000, $0, and $0, respectively.

2. FOF - IVR Project (Project # T19031)

The IVR project is required to support the Fueling our Future initiative’s objective to
increase self-service and reduce customer calls handled by CCC representatives. This project
would add fumigation turn-off function to the IVR, streamline IVR flows, credits and outage
functions, and will help reduce repeat calls. Enhancing the self-service in IVR will lead to
greater operational efficiency, customer experience and satisfaction. Implementing this capital

project is essential for achieving the O&M benefits I describe in the CCC Operations Section
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II1.G.3.g, above. This project is currently in progress and scheduled for deployment in Q4 2017
and Q1 2018. The forecast for the FOF-IVR project for 2017, 2018, and 2019 are $652,000, $0,
and $0, respectively.

3. Bill Redesign Phase 2 (Project # T16039)

The Bill Redesign Phase 2 project will improve the customer experience by enhancing
key aspects of the paper bill customers receive each month. The future bill will include color to
make it easier to read and improved/additional charts and infographics to support increased
customer engagement in support of Rate Reform and TOU rate changes. The forecast for the
Bill Redesign Phase 2 project for 2017, 2018, and 2019 are $1,100,000, $1,226,000, and
$612,000, respectively.

C. Mandated

Table JS-38 below shows a summary of the requested capital expenditures related to

mandated projects.

TABLE JS-38
Mandated Capital Project Summary
GRID | Capital | Capital Project Name 2017 2018 TY 2019
WP # | Project Total Total Total
# (5000) (5000) ($000)
831G | T16020 | Net Energy Metering (NEM 2.0) 559 0 0
Sub-Total Mandated 559 0 0

1. Net Energy Metering Successor Tariff (NEM 2.0) (Project # T16020)

In BY 2016, SDG&E implemented the NEM 2.0 successor tariff (D.16-01-044) at the
time it reached its maximum capacity of 617 MW of energy for NEM 1.0 customers. The
successor tariff introduced a few changes to the rate structure for future NEM customers, which
included additional charges and interconnection fees. The implementation for BY 2016 ensured
that SDG&E could bill customers appropriately on the NEM 2.0 rate; however, certain
enhancements and features had to be deferred to allow successful billing of the customers on the
appropriate cutover date in June 2016. As the number of NEM 2.0 customers continues to grow,
SDG&E will need to implement the enhancements and features that were part of the original

design so that the billing system can handle the associated level of growth and complexity, and
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to ensure billing accuracy and timeliness. The forecast for the NEM 2.0 project for 2017, 2018,
and 2019 are $559,000, $0, and $0, respectively.

D.

Business Optimization

Table JS-39 below shows a summary of the requested capital expenditures related to

business optimization.

TABLE JS-39
Business Optimization Capital Summary
GRID | Capital | Capital Project Name 2017 2018 TY 2019
WP# | Project Total Total Total
# ($000) | (3000) | ($000)
03849A | T19031 | FOF - IVR Project 652 0 0
FOF - KANA Enhancement and Online
03849B | T19030 | Training 1,360 0 0
03849C | T19029 | FOF - Propensity to Pay 1,531 0 0
811K | T14038 | DASR System Upgrade 353 0 0
Centralized Calculation Engine Phase
831D | T16047 | 3(CCE PH3) 1,838 0 0
831F | T16025 | IDS Billing Enhancement 361 0 0
Off But Registering (OBR)
831K | T19038 | Enhancement Project 0 559 0
Remote Meter Configuration (RMC)
831L | T19037 | Rebuild 0 505 0
831M | T19036 | Enhanced Network Analytics 0 3,826 4,000
832A | T19001 | Branch Office Kiosk Replacement 150 1,837 0
832B | T16034 | Smart Meter Network Enhancement 2,534 0 0
16871A | T16028 | Smart Meter Network Devices 725 475 0
Business Optimization 9,504 7,202 4,000

1. FOF - KANA Enhancements and Online Training (Project # T19030)

The KANA enhancement and Online Training Project would provide an integrated view
of the customer channels and contacts, provide better service, and a holistic view of the customer
contacts. At present, the CCC uses separate vendors for live chat and e-mail response, creating a
non-integrated view of the three primary customer contact channels (ESS-assisted, live chat, and

e-mail). Furthermore, the integration will help in optimization of resources due to the single
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system for transacting with customers through dynamic routing and prioritization across calls, e-
mail, and chat. The forecast for the FOF-KANA Enhancement and online training project for
2017, 2018 and 2019 are $1,360,000, $0, and $0, respectively.

2. FOF - Propensity to Pay (Project # T19029)

The Propensity to Pay project offers a comprehensive solution that provides better risk
assessment for SDG&E customers by improving the current credit risk scoring model. Based on
various credit related data points, it assesses the customer’s likelihood to make payments on their
SDG&E bill, and categorizes them in low, medium and high risk categories. With enhanced
analytics, SDG&E can better determine how to approach customers i.e., create risk based
treatments for Low/Med/High credit assessments, tie risk assessment/scoring into a deposit
request, trigger additional deposit requests or continue to hold existing deposits based on credit
risk, and ensure consistent treatments are presented with Pay Agreements across all three
channels (IVR, SEAD, My Account).

As a result of the customized approach presented above, this project is expected to
accelerate cash flow, reduce uncollectable expense, eliminate unnecessary mail and field
collection activities, and reduce calls to the CCC related to payment arrangements. The forecast
for the FOF-Propensity to Pay project for 2017, 2018 and 2019 are $1,531,000, $0, and $0,
respectively.

3. DASR System Upgrade (Project # T14038)

The Direct Access Service Request (DASR) System is used to process requests for
enrollment, termination, and account management associated with customers receiving electric
services from an Energy Service Provider (ESP) under the Direct Access Program. The current
system was implemented in the late 1990s, and has reached the end of its useful life.
Additionally, the current system cannot be enhanced for Community Choice Aggregation
(CCA). The DASR system upgrade will meet both electric and gas needs, migrate all user
interfaces that are currently developed in PowerBuilder to a new maintainable platform;
centralizing business logic, which are currently spread across multiple systems into the new
DASR system; developing application integrations, based on new system design, which
consolidates DASR data and business logic into one system; developing EDI integrations to
support all electric and gas data exchanges with Energy Service Providers; and developing

components to generate and track letters and reports for customers and Load Serving Entity’s
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(LSE). This project is currently in progress with an expected implementation in Q4 2017. The
forecast for the DASR System upgrade project for 2017, 2018, and 2019 are $353,000, $0, and
$0, respectively.

4. Centralized Calculation Engine PH3 (CCE PH3) (Project # T16047)

The CCE Phase 3 project would establish CCE as the single system that provides bill
impacts for current and future proposed electric rates. Additionally, CCE would be utilized to
provide Rate Comparison reports, which shows bill impacts for the upcoming Residential pricing
rollout as well as support Batch Rate comparison due to the regulatory mandate that requires
SDG&E to send all residential customers their Rate comparison reports twice a year. CCE is an
internal engine and tool, used for configuration and maintenance of Company’s existing rates
and associated data for rate modelling, comparison or analysis. This tool may also be used for
customer bill impact calculations, analysis and configuration that may occur prior to
Commission filings. This project is currently in progress with multiple releases. The final
release and project completion is expected in December 2017. The forecast for the CCE Phase 3
project for 2017, 2018, and 2019 are $1,838,000, $0, and $0, respectively.

5. IDS Billing Enhancement (Project # T16025)

The current Interval Data System (IDS) Billing system bills complex accounts with non-
standard meter relationships i.e., these accounts have more than just one gas and one electric
meter. At present, the IDS Billing system cannot shadow bill accounts, a feature that would
allow customers to understand how they would perform on their Otherwise Applicable Rate
(OAR) when they are defaulted to a new rate. This project allows SDG&E to enhance its billing
system so that shadow billing can be performed and that customers can understand how they
would perform on their OAR when they are defaulted to a new rate. Providing customers with
this analysis helps them to determine whether they should stay on their defaulted rate or
transition to a different rate that may be better suited for them. The forecast for IDS Billing
Enhancement project for 2017, 2018, and 2019 are $361,000, $0, and $0, respectively.

6. Off But Registering (OBR) Enhancement Project (Project # T19038)

The purpose of the OBR Enhancement project is to automate the process of identifying
and investigating situations where energy consumption is recorded on a company meter but
system records indicate that the premise is inactive or OBR. The existing OBR process involves

many manual tasks such as reviewing reports, making phone calls, and initiating field visits to

JDS-70





O© 0 I O N B~ W N =

[ S e e T
AN »n B~ WD = O

INCJE NS T 'O T NS B S N S R ST S N e o
0 I O W B~ WD = O O oo

W W N
- o O

determine the cause for consumption and who is responsible. The project will allow for
automated monitoring and identification of these scenarios, will enable automated notifications
to be mailed and/or delivered to premises, and will apply decision logic to leverage remote
disconnect when possible. The forecast for the OBR project for 2017, 2018, and 2019 are $0,
$559,000, and $0, respectively.

7. Remote Meter Configuration (RMC) Rebuild (Project # T19037)

The current RMC application cannot be scaled or expanded to keep up with demand.
RMC is used to reconfigure meters in the field to meet energy program requirements such as
TOU, NEM, among others. As customers migrate to more complex programs, meter attributes
must be changed or reconfigured to support such programs. A rebuild of RMC would eliminate
field orders to replace meters to meet customer program needs, eliminate inefficient, manual
workaround practices of meter reconfiguration, relieve stress on the existing Customer
Information Systems application and position SDG&E to better meet customer expectation. The
forecast for the RMC Rebuild project for 2017, 2018, and 2019 are $0, $505,000, and $0,
respectively.

8. RAMP - Enhanced Network Analytics (Project # T19036)

The Enhanced Network Analytics Project would build a Smart Meter Analytics platform
that enables efficient and robust data processing, and enhanced reporting and analytics
capabilities required to maintain a reliable Advanced Metering Infrastructure (AMI) network.
The platform will integrate customer information, meter data and attributes, distribution assets,
weather data, and data from various sources that is required to proactively report, analyze, and
prioritize data quality issues and meter exceptions. This application would also establish the
foundation required to quickly scale and store new data, develop new analytical dashboards, and
provide necessary reporting. As described in the RAMP Report Chapter 13, this is one of several
solutions supporting operational needs relative to Records Management. The forecast for the
Enhanced Network Analytics project for 2017, 2018, and 2019 are $0, $3,826,000, and
$4,000,000 respectively.

9. Branch Office Kiosk Replacement (Project # T19001)

The Branch Office Kiosk Replacement project will purchase 15 new bill payment kiosks
for the Branch Offices and replace 10 existing outdated kiosks. This project will move in-person

payments to self-service and improve the customer payment experience by reducing wait times
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and offering additional payment options. The new equipment will utilize enhanced technology,
providing more convenient and secure payment options for customers such as credit/debit card
payments, check payments through ACH transfers, and account number lookup options.
Additionally, the project would decrease face-to-face transactions over the counter, reduce labor
intensive payment processing and reconciliation, and eliminate time consuming efforts to
troubleshoot and track on-going issues with existing antiquated kiosks. The benefits described
above seek to decrease the cost per transaction and achieve long-term cost savings within the
organization as also described above in the Branch Office and APL Section III.F.3.d. This
project is currently in progress. The phase 1 pilot of replacements should be completed Q4 2017.
The forecast for the Branch Office Kiosk Replacement project for 2017, 2018, and 2019 are
$150,000, $1,837,000, and $0, respectively.

10. Smart Meter Network Enhancement (Project # T16034)

The Smart Meter Network Enhancement project seeks to develop and implement an
improved under-the-glass communication technology to increase communication channels and
communication modes allowing use of the robust SDG&E Smart Meter Network infrastructure
to support gas safety situational awareness in alignment with the (SDG&E) Pipeline Safety
Enhancement program. The project will prove the technology for a network platform capable of
being a multi-tenant network offering opportunity to expand deployment of advanced
communication devices throughout the SDG&E service territory, establishes a technological
foundation for connecting hard to reach meters, and is a precursor for the Smart Meter Network
Modernization Project # T19047. This project is currently in progress and expected to complete
in December 2017. The forecast for the Smart Meter Network Enhancement project for 2017,
2018, and 2019 are $2,534,000, $0, and $0, respectively.

11. Smart Meter Network Devices (Project # T16028)

This project proposes to research, test and deploy new network hardware and advanced
communication devices to effectively resolve network connectivity issues for approximately
25% of the stranded meters currently in the field. Mitigation and infrastructure expansion are a
fundamental part of Smart Meter Operations. Approximately 38% of new meter installations
require additional work to resolve communication issues. This project will provide the funding
to secure Customer Agreement Forms to install devices on private property, and coordinate and

manage the acquisition and installation of network devices that seek to resolve meter
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communication issues. This project is currently in progress. The forecast for the Smart Meter
Network Devices project for 2017, 2018, and 2019 are $725,000, $475,000, and $0, respectively.
12. Smart Meter Network Modernization (Project # T19047)

The SDG&E Smart Meter Network consists of approximately 2,800 operational Itron
OpenWay Radio Frequency Local Area Network (RFLAN) 3G Cell Relays. The Cell Relays
provide routing functions for over 2.2 million existing Company RFLAN electric and gas meters.
Many of the existing Cell Relays are near the end of their useful life. According to Verizon and
AT&T, in Q4 of TY 2019, Verizon will discontinue support of 3G communication devices and
in Q1 of 2018, AT&T will publicly announce their 3G sunset plan. If the Cell Relays are not
replaced with 4G or better communication technology, the network will stop communicating.

This project will systematically replace approximately 2,300, 3G RF Cell Relays with
enhanced 4G RF/IPv6 Cell Relays complimenting the Smart Meter Network Enhancement
Project # T16034, which addresses hard-to-reach, poor performing electric meters and gas
modules. Following phases will strategically replace electric meters and gas modules to
strengthen communications and leverage new functionality. This new infrastructure would
permit the Company to add new capabilities not specifically related to metering, offering
broadened opportunities for greater visibility and control of our electric and gas distribution
systems.

In preparation for full deployment of an Internet Protocol (IPv6) enabled Smart Meter
network in a live Production environment, this project proposes to implement a small
deployment of approximately 5000 gas and electric meters intended to measure performance
conditions in the production network, and the operational impacts to daily data collection.
Additionally, the project proposes to apply edge computing applications available in the IPv6
meters to determine potential benefits supporting power quality and Smart Grid analytics. The
project team will measure efficiencies and document best practices and procedures to minimize
impact on business operations and data collection activities. The meters will be clustered along
specific circuits providing information necessary to support analytic analysis. The project will
leverage and demonstrate edge computing capabilities of the Itron Riva meters and provide
analyzed results to engineering teams for assessment. The forecast for the Smart Meter Network
Modernization project for 2017, 2018, and 2019 are $0, $4,866,000, and $10,215,000

respectively.
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VL. CONCLUSION

My SDG&E Customer Services Office Operations O&M and Capital project
justifications were carefully developed and reviewed, and represent a projection of the level of
funding necessary to support SDG&E’s organizational focus for the TY 2019 GRC cycle. The
focus being on partnering with our customers as a trusted energy advisor by ensuring customers
have choice, convenience and control of how they interact with us and manage their energy use,
while at the same time maintaining safe, efficient, effective and reliable customer service.

This concludes my prepared direct testimony.
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VII. WITNESS QUALIFICATIONS

My name is Jerry Stewart. I am employed by San Diego Gas & Electric Company
(SDG&E) as the Smart Meter Operations Manager. My business address is 9305 Lightwave
Avenue, San Diego, California, 92123. My current responsibilities include overseeing
SDG&E’s Smart Meter applications, Smart Meter Daily Operations Team and the Network
Operations and Engineering Team. I assumed my current position in 2011. I have been
employed by SDG&E since 2003, and have held positions of increasing responsibility in Project
Management, Electric Metering Operations, and Smart Meter Operations. I received a Bachelor
of Science degree in Business Management, and a Master of Business Administration with an
emphasis in Energy Management from the University of Phoenix. I have not previously testified

before the Commission.
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APPENDIX A
GLOSSARY OF TERMS

ADA: Americans with Disabilities Act

AHT: Average Handle Time

AL: Advice Letter

AMI: Advanced Metering Infrastructure

AMO: Advanced Metering Operations

APL: Authorized Payment Location

BBS: Behavior Based Safety

BY: Base Year

C&l: Commercial & Industrial

CARE: California Alternate Rates for Energy
CCA: Community Choice Aggregation

CCC: Customer Contact Center

CCE: Centralized Calculation Engine

CE: Collection Engine

CIS: Customer Information System

COS: Customer Information Support

CPUC: California Public Utilities Commission
CRM: Customer Relationship Management
CSF: Customer Service Field

CSOO: Customer Service Office Operations
CSPMO: Customer Services Program Management Office
D: Decision

DASMMD: Direct Access Standards for Metering and Meter Data
DASR: Direct Access Service Request

DSL: Digital Subscriber Line

EBPP: Electronic Bill Presentment and Payment
EDI: Electronic Data Interchange

EME: Electric Metering Engineering

JDS-A-1





EMO: Electric Metering Operations

ESA: Energy Savings Assistance

ESP: Energy Service Provider

ESS: Energy Services Specialist

FOF: Fueling Our Future

FTE: Full-Time Equivalent

GRC: General Rate Case

IBEW: International Brotherhood of Electrical Workers
IDR: Interval Data Recorders

IDS: Interval Data System

IT: Information Technology

IOU: Investor Owned Utilities

IVR: Interactive Voice Response

LOS: Level of Service

LSE: Load Serving Entity

MDMS: Meter Data Management System
MRP: Meter Revenue Protection

NBER: National Bureau of Economic Research
NEM: Net Energy Metering

NEM-AGG: Net Energy Metering Aggregate
NEM-V: Net Energy Metering Virtual

OAR: Otherwise Applicable Rate

OBR: Off But Registering

O&M: Operations and Maintenance

ORS: Operation Reporting System

PEP: Payment Entry Processing

QA: Quality Assurance

RAMP: Risk Assessment Mitigation Phase
RDMA: Residential Disconnect Memorandum Account
RMC: Remote Meter Configuration

RRMA: Rate Reform Memoranda Account
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SAT: Safety Advisory Team

SDG&E: San Diego Gas & Electric Company
SEAD: Smart Energy Advisor Desktop

SMB: Small and Medium Business

SMDO: Smart Meter Data Operations

SME: Subject Matter Experts

SMOC-EM: Smart Meter Operations Center - Exception Management
SMTS: Smart Meter Technical Support

SoCalGas: Southern California Gas Company

SPP: Smart Pricing Program

SPT: Single Phase Meter Tech

TOU: Time of Use

TY: Test Year

USPS: United States Postal Service

VREP: Voluntary Retirement Enhancement Program
YOY: Year Over Year
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Workbook Name: taxSDGE .xls
Workbook Description: The purpose of this workbook is to calculate federal and state
income taxes, ad valorem taxes, and payroll taxes for the 2019 GRC filing.

Worksheet
# Worksheet Title
1 Output for Access
2 IncomeTaxInputs
3 2019IncomeTaxes-ED
4 2019IncomeTaxes-GAS
5 2018IncomeTaxes-ED
6 2018IncomeTaxes-GAS
7 2017IncomeTaxes-ED
8 2017IncomeTaxes-GAS
9 2016IncomeTaxes-ED
10  2016IncomeTaxes-GAS
11 Fed&StateTaxDepr
12 2019StateDepronAdds
13  2018StateDepronAdds
14 2017StateDepronAdds
15  ADValorem-ED
16  ADValorem-EG
17  ADValorem-SONGS
18  ADValorem-GAS
19  ADValorem Rate Inflation
20  PayrollTaxes-ED
21 PayrollTaxes-GAS
22  Composite Payroll Tax Rate
23  Franchise Fee Factor
24  Franchise Fee Rate Calculation

San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

San Diego Gas & Electric Company

Tax File

Worksheet Description

The Access Database will pick up the payroll tax rate from this tab.

Input sheet for areas that can be changed.

2019 income tax calculation for electric distribution.
2019 income tax calculation for gas.

2018 income tax calculation for electric distribution.
2018 income tax calculation for gas.

2017 income tax calculation for electric distribution.
2017 income tax calculation for gas.

2016 income tax calculation for electric distribution.
2016 income tax calculation for gas.

Summary sheet for forecasted depreciation on adds.
2019 depreciation calculation on forecasted adds.
2018 depreciation calculation on forecasted adds.
2017 depreciation calculation on forecasted adds.
Electric Distribution ad valorem tax projection on adds.
Electric Generation ad valorem tax projection on adds.
SONGS ad valorem tax projection on adds.

Gas ad valorem tax projection on adds.

Ad valorem rate inflation calculation

Electric Distribution payroll tax calculation.

Gas payroll tax calculation.

Composite payroll tax rate

Franchise fee factor

Franchise fee rate calculation

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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Info





San Diego Gas & Electric Company

2019 GRC - APP

2nd Revised Tax Workpapers

Payroll Tax
Company Code Company Fiscal Year Description Revised Payroll Tax Ratio
Co_Code Company Fiscal_Year Ovh_Desc OHLaborAdj
2100 SDGE 2019 Payroll Tax 6.66%

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

ELECTRIC GAS ELECTRIC GAS ELECTRIC GAS ELECTRIC GAS

2019 FEDERAL ADJS: 2018 FEDERAL ADJS: 2017 FEDERAL ADJS: 2016 FEDERAL ADJS:
Deductible Repairs (154,445) (13,678) (118,058) (13,678) (76,708) (13,678) (81,226) (14,403)
Software Dev Costs (28,335) (11,684) (42,699) (17,608) (37,301) (15,382) (60,759) (9,797)
Cost of Removal (5,279) (279) (5,279) (279) (5,279) (279) (6,072) (295)
Section 199 Deduction - - - - (3,484) - - -
Preferred Dividend Deduction - - - - - - - -
Disallowed Transportation Fringe Benefits
Other Deductions and Additions
Federal Credits (253) (6)
Federal Credits Addback 35 6
PY CCFT (40,300) (8,016)
ITC Amortization (795) (209) (1,509) (513) (2,319) (513) (2,086) (513)
ARAM (5,795) (1,508) (4,981) (1,343) (155) - (124) -
Unamortized ITC 10,118 60 10,912 269 12,421 782 14,741 1,294

2019 STATE ADJS: 2018 STATE ADJS: 2017 STATE ADJS: 2016 STATE ADJS:

Deductible Repairs (154,445) (13,678) (118,058) (13,678) (76,708) (13,678) (81,226) (14,403)
Software Dev Costs (28,335) (11,684) (42,699) (17,608) (37,301) (15,382) (60,759) (9,797)
Cost of Removal (40,630) (2,144) (40,630) (2,144) (40,630) (2,144) (44,318) (2,151)
Preferred Dividend Deduction - - - - - - - -
Other Deductions and Additions
State Credits (24) (3) (121) 17) (467) (45)
State Credits Addback 24 3 121 17 278 45
Federal Statutory Rate 21.00% 21.00% 35.00% 35.00%
State Statutory Rate 8.84% 8.84% 8.84% 8.84%
State Rate - Net Of State Benefit 6.98% 6.98% 5.75% 5.75%
AFUDC to Capitalized Interest and Taxes Ratio 66%
Booked to Tax Depr Ratio_Fed_ED and Gas 73% 70% 73% 70% 73% 70% 73% 70%
Booked to Tax Depr Ratio_Fed_Gen 94% 94% 94% 94%
Booked to Tax Depr Ratio_Fed_SONGS 0% 0% 0% 0%
Deductible Repairs Ratio 28.01% GD 66.04% 28.01% GD 66.04% 28.01% GD 66.04%
Payroll Tax Ratio 6.66% 6.66% 6.65% 6.65% 6.77% 6.77% 6.68% 6.68%

Ad Valorem Tax Rate - Electric & Gas

1.6184586%

1.5785218%

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company

2019

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Repairs Deduction
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP

2nd Revised Tax Workpapers

ELECTRIC

5,445,982
7.55%

411,172
5,445,982
2.08%
(113,276)

GROSS TAX

(388,348) (81,553)
(113,276) (23,788)
(154,445) (32,433)
(28,335) (5,950)
(5,279) (1,109)
(10,381) (2,180)
(17,147) (3,601)

(717,211) (150,614)
(348,546) (30,811)
(113,066) (9,995)
(154,445) (13,653)
(28,335) (2,505)
(40,630) (3,592)
(10,381) (918)

(695,403) (61,474)
(795)
(5,795)

(6,589)

192,494
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San Diego Gas & Electric Company

2019

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Repairs Deduction
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP
2nd Revised Tax Workpapers

GAS
1,043,608
7.55%
78,792
1,043,608
2.08%
(21,707)
GROSS TAX
(67,661) (14,209)
(21,707) (4,558)
(13,678) (2,872)
(11,684) (2,454)
(279) (59)
(1,828) (384)
(2,1- 10) (4;43)
(118,948) (24,979)
(74,707) (6,604)
(21,706) (1,919)
(13,678) (1,209)
(11,684) (1,033)
(2,144) (190)
(1,828) (162)
(125,7-48) - (11,116)
(209)
(1,508)
(1,716)
40,981
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San Diego Gas & Electric Company

2018

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP

2nd Revised Tax Workpapers

ELECTRIC
4,602,860
7.55%
347,516
4,602,860
2.08%
(95,739)
GROSS TAX
(308,609) (64,808)
(95,739) (20,105)
(118,058) (24,792)
(42,699) (8,967)
(5.279) (1,109)
(3,740) (785)
(27,763) (5.830)
(601,888) (126,396)
(314,140) (27,770)
(95,513) (8,443)
(118,058) (10,436)
(42,699) (3,775)
(40,630) (3,592)
(3,740) (331)
24 2
(614,756) (54,344)
(1,509)
(4,981)
(24)
(6.513)
160,262
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San Diego Gas & Electric Company

2018

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP
2nd Revised Tax Workpapers

GAS
870,788
7.55%

65,744
870,788
2.08%
(18,112)

GROSS TAX

(52,787) (11,085)
(18,112) (3,804)
(13,678) (2,872)
(17,608) (3,698)
(279) (59)
(982) (206)
(2,5-55) (5-37)

(106,001) (22,260)
(71,135) (6,288)
(18,107) (1,601)
(13,678) (1,209)
(17,608) (1,557)
(2,144) (190)
(982) (87)
3 0

(123,650) (10,931)
(513)
(1,343)
3)

(1,859)

30,694
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San Diego Gas & Electric Company

2017

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP

2nd Revised Tax Workpapers

ELECTRIC
4,262,316
7.79%
332,034
4,262,316
2.26%
(96,328)
GROSS TAX
(285,767) (100,018)
(96,328) (33,715)
(76,708) (26,848)
(37,301) (13,055)
(5,279) (1,848)
(2,048) (717)
(3,484) (1,219)
(18,578) (6,502)
(525,492) (183,922)
(279,815) (24,736)
(96,048) (8,491)
(76,708) (6,781)
(37,301) (3,297)
(40,630) (3,592)
(2,048) (181)
121 11
(532,428) (47,067)
(2,319)
(155)
(121)
(2,595)
98,450
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San Diego Gas & Electric Company

2017

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP
2nd Revised Tax Workpapers

GAS
765,224
7.79%
59,611
765,224
2.26%
(17,294)
GROSS TAX

(45,900) (16,065)
(17,294) (6,053)
(13,678) (4,787)
(15,382) (5,384)
(279) (98)
(488) (171)
(1 ,S;OS) (ées)

(94,928) (33,225)
(65,064) (5,752)
(17,276) (1,527)
(13,678) (1,209)
(15,382) (1,360)
(2,144) (190)
(488) (43)
47 F:

(114,015) (10,079)
(513)
217)

(530)

15,777
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San Diego Gas & Electric Company

2016

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP

2nd Revised Tax Workpapers

ELECTRIC
4,033,906
7.79%
314,241
4,033,906
2.26%
(91,166)
GROSS TAX
(264,964) (92,737)
(91,166) (31,908)
(81,226) (28,429)
(60,759) (21,266)
(6,072) (2,125)
(8,107) (2,837)
35 12
(40,300) (14,105)
(552,560) (193,396)
(252,870) (22,354)
(90,833) (8,030)
(81,226) (7,180)
(60,759) (5,371)
(44,318) (3,918)
(8,107) (717)
278 25
(537,836) (47,545)
(2,086)
(124)
(720)
(2,929)
70,372
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San Diego Gas & Electric Company

2016

RATEBASE

ROR

Net Operating Income (Return)

RATEBASE
WACost of Debt

Interest

FEDERAL ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Section 199 Deduction
Preferred Dividend Deduction
Disallowed Transportation Fringe Benefits
Credit Addback and Other
P/Y CCFT
Total Federal Tax Adj. (Deduction)

STATE ADJUSTMENTS:
Tax Depreciation
Fixed Charges - Operating (Interest Expense)
Deductible Repairs
Software Dev Costs
Cost of Removal
Ad Valorem Tax - Fiscal/Calendar
Preferred Dividend Deduction
Credit Addback and Other
Total State Tax Adj. (Deduction)

ADJUSTMENTS:
ITC Amortization
ARAM
Tax Credits
Other

TOTAL

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

2019 GRC - APP
2nd Revised Tax Workpapers

GAS
657,171
7.79%
51,194
657,171
2.26%
(14,852)
GROSS TAX
(40,473) (14,166)
(14,852) (5,198)
(14,403) (5,041)
(9,797) (3,429)
(295) (103)
(1,315) (460)
_ 6 _ 2
(8,016) (2,805)
(89,144) (31,201)
(57,181) (5,055)
(14,823) (1,310)
(14,403) (1,273)
(9,797) (866)
(2,151) (190)
(1,315) (116)
_45 _ 4
(99,625) (8,807)
(513)
251)
(563)
10,623
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

Flow-Through Regulatory Federal and State Tax Depreciation on 2017-2019 Capital Additions

FEDERAL

Federal Flow-Through Tax Depreciation - ED

2016 2017 2018 2019
Vintages 2016 and Prior Depr 223,276 230,571 226,028 229,464
Depr Adj to 2016 VY Assets in 2019 17,905
2017 Depr. On 2017 Additions 12,139
2018 Depr. On 2017 & 2018 Additions 38,323
2019 Depr. On 2017 - 2019 Additions 77,224
Total Federal Flow-Through Tax Depr - ED 223,276 242,709 264,351 324,593
Federal Flow-Through Tax Depreciation - GAS

2016 2017 2018 2019
Vintages 2016 and Prior Depr 40,473 42,078 41,008 41,194
Depr Adj to 2016 VY Assets in 2019 3,061
2017 Depr. On 2017 Additions 3,822
2018 Depr. On 2017 & 2018 Additions 11,780
2019 Depr. On 2017 - 2019 Additions 23,406
Total Federal Flow-Through Tax Depr - Gas 40,473 45,900 52,787 67,661
Federal Flow-Through Tax Depreciation - GEN

2016 2017 2018 2019
Vintages 2016 and Prior Depr 41,688 42,362 42,121 44,984
Depr Adj to 2016 VY Assets in 2019 4,099
2017 Depr. On 2017 Additions 695
2018 Depr. On 2017 & 2018 Additions 2,137
2019 Depr. On 2017 - 2019 Additions 14,671
Total Federal Flow-Through Tax Depr - GEN 41,688 43,057 44,258 63,755
Federal Flow-Through Tax Depreciation - SONGS

2016 2017 2018 2019
Vintages 2016 and Prior Depr - - - -
Depr Adj to 2016 VY Assets in 2019
2017 Depr. On 2017 Additions -
2018 Depr. On 2017 & 2018 Additions 0

2019 Depr. On 2017 - 2019 Additions

Total Federal Flow-Through Tax Depr - SONG

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

Flow-Through Regulatory Federal and State Tax Depreciation on 2017-2019 Capital Additions

STATE

State Flow-Through Tax Depreciation - ED

2016 2017 2018 2019
Vintages 2016 and Prior Depr 215,316 219,250 201,090 176,658
2017 Additions 22,669 38,597 34,160
2018 Additions 22,216 39,064
2019 Additions 34,804
Total State Flow-Through Tax Depr - ED 215,316 241,919 261,904 284,686
State Flow-Through Tax Depreciation - GAS

2016 2017 2018 2019
Vintages 2016 and Prior Depr 57,181 57,439 52,564 45,874
2017 Additions 7,625 13,109 11,452
2018 Additions 5,462 9,778
2019 Additions 7,603
Total State Flow-Through Tax Depr - GAS 57,181 65,064 71,135 74,707
State Flow-Through Tax Depreciation - GEN

2016 2017 2018 2019
Vintages 2016 and Prior Depr 37,554 36,269 33,948 31,395
2017 Additions 1,627 3,095 2,791
2018 Additions 15,194 28,874
2019 Additions 801
Total State Flow-Through Tax Depr - GEN 37,554 37,896 52,237 63,860
State Flow-Through Tax Depreciation - SONGS

2016 2017 2018 2019

Vintages 2016 and Prior Depr

2017 Additions
2018 Additions
2019 Additions

Total State Flow-Through Tax Depr - SONGS

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company
2019 GRC - APP

2nd Revised Tax Workpapers

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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() (b) (c) (d) = (c) - (b) (e) = (a) x(d)
2016 2019 diff btwn Adjustment to
Business Unit Name Acg.value Book Rate Book Rate 16 & 19 2019 Depreciation
1 Generation 1,561,140 4.05% 4.31% 0.26% 4,099
2 Energy Supply - 0.00% 0.00% 0.00% -
3 Electric Transmission 5,341,271 N/A N/A -
4 Electric Distribution 7,043,541 3.83% 4.08% 0.25% 17,905
5 Gas Transmission 417,526 2.52% 1.87% -0.65% (2,704)
6 Gas Distribution 1,721,775 2.39% 2.72% 0.33% 5,765
7 San Diego Gas & Electric 16,085,254 25,065

Fed&StateTaxDepr





STATE DEPRECIATION CALCULATION

METHOD >>>>>>>>>>>>>>>
LIFE SSSSSSSSSS>>>>>

ADDITIONS
AFUDC

CAP. INT. & TAXES
REPAIRS
SOFTWARE

TAX BASIS

YR 1 RATE
DEPR.

YR 2 RATE
DEPR.

YR 3 RATE
DEPR.

YR 4 RATE
DEPR.

YR 5 RATE
DEPR.

YR 6 RATE
DEPR.

YR 7 RATE
DEPR.

YR 8 RATE

San Diego Gas & Electric Company
2019 GRC - APP

2nd Revised Tax Workpapers

200DB 200DB 200DB 200DB 200DB 200DB S/L 200DB S/L S/L 200DB 200DB
30 Yr 22 Yr 20 Yr 10 Yr 6 Yr 30 Yr 45 Yr 35Yr 3Yr 3Yr 28 Yr 20 Yr
ELECTRIC  GAS Prod. Common Common IT ~ Common Common GAS Gas ED Generation ~ Generation Sub-

Distrib Stor. & Tr SONGS Furniture Hardware Other Structures  DIST & GEN___ Software Software Steam Other Total Other TOTAL
770,869 17,884 0 14,220 11,832 56,879 71,098 164,724 14,300 61,215 4,976 12,492 1,200,490 32,292 1,232,781
(19,047) (923) 0 (497) (464) (1,989) (2,486) (851) (360) (6,425) (32) (71) (33,144) (1,003) (34,147)

12,657 613 0 330 308 1,322 1,652 565 239 4,269 21 47 22,024 666 22,691

(154,445) (4,645) 0 0 0 0 0 (9,033) 0 0 0 0 (168,123) 0 (168,123)

0 0 0 0 0 0 0 0 (12,058) (29,241) 0 0 (41,299) (6,211) (47,510)
610,034 12,929 0 14,053 11,676 56,211 70,264 155,406 2,122 29,819 4,965 12,469 979,947 25,744 1,005,691

3.33% 4.55% 5.00% 10.00% 16.67% 3.33% 1.67% 2.86% 33.33% 33.33% 3.57% 5.00%

20,335 588 0 1,405 1,946 1,874 1,173 4,440 707 9,939 177 623 43,208 2019
6.45% 8.68% 9.50% 18.00% 27.78% 6.45% 3.28% 5.55% 33.33% 33.33% 6.89% 9.50%

39,317 1,122 0 2,530 3,243 3,623 2,305 8,627 707 9,939 342 1,185 72,938 2020
6.02% 7.89% 8.55% 14.40% 18.52% 6.02% 3.17% 5.23% 33.33% 33.33% 6.40% 8.55%

36,700 1,020 0 2,024 2,162 3,382 2,227 8,134 707 9,939 318 1,066 67,678 2021
5.62% 717% 7.70% 11.52% 12.35% 5.62% 3.06% 4.94% 0.00% 0.00% 5.94% 7.70%

34,253 927 0 1,619 1,442 3,156 2,150 7,669 0 0 295 959 52,471 2022
5.24% 6.52% 6.93% 9.22% 9.88% 5.24% 2.96% 4.65% 0.00% 0.00% 5.52% 6.93%

31,972 843 0 1,295 1,153 2,946 2,080 7,231 0 0 274 864 48,658 2023
4.89% 5.93% 6.23% 7.37% 9.88% 4.89% 2.86% 4.39% 0.00% 0.00% 5.12% 6.23%

29,843 766 0 1,036 1,153 2,750 2,010 6,818 0 0 254 777 45,407 2024
4.57% 5.39% 5.61% 6.55% 4.94% 4.57% 2.77% 4.14% 0.00% 0.00% 4.76% 5.61%

27,854 697 0 921 577 2,567 1,946 6,429 0 0 236 699 41,926 2025
4.26% 4.90% 5.05% 6.55% 0.00% 4.26% 2.68% 3.90% 0.00% 0.00% 4.42% 5.05%

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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STATE DEPRECIATION CALCULATION

METHOD >>>>>>>>>>>>>>>
LIFE SSSSSSSSSS>>>>>

ADDITIONS
AFUDC

CAP. INT. & TAXES
REPAIRS
SOFTWARE

TAX BASIS

YR 1 RATE

DEPR.

YR 2 RATE
DEPR.

YR 3 RATE
DEPR.

YR 4 RATE
DEPR.

YR 5 RATE
DEPR.

YR 6 RATE
DEPR.

YR 7 RATE
DEPR.

YR 8 RATE

San Diego Gas & Electric Company
2019 GRC - APP

2nd Revised Tax Workpapers

200DB 200DB 200DB 200DB 200DB 200DB S/L 200DB S/L S/L 200DB 200DB
30 Yr 22 Yr 20 Yr 10 Yr 6 Yr 30 Yr 45 Yr 35Yr 3Yr 3Yr 28 Yr 20 Yr
ELECTRIC  GAS Prod. Common Common IT ~ Common Common GAS Gas ED Generation ~ Generation Sub-

Distrib Stor. & Tr SONGS Furniture Hardware Other Structures  DIST & GEN___ Software Software Steam Other Total Other TOTAL
579,748 14,610 0 8,717 11,881 34,867 43,583 113,512 21,343 58,101 4,490 300,724 1,191,577 44,849 1,236,426
(16,819) (81) 0 (361) (436) (1,443) (1,804) (574) (687) (1,882) (29) (117) (24,232) (1,559) (25,791)

11,176 54 0 240 290 959 1,199 381 456 1,250 19 77 16,102 1,036 17,138

(118,058) (4,645) 0 0 0 0 0 (9,033) 0 0 0 0 (131,736) 0 (131,736)

0 0 0 0 0 0 0 0 (19,119) (46,364) 0 0 (65,484) (9,848) (75,332)
456,047 9,938 0 8,596 11,735 34,383 42,978 104,287 1,993 11,105 4,480 300,685 986,227 34,477 1,020,705
3.33% 4.55% 5.00% 10.00% 16.67% 3.33% 1.67% 2.86% 33.33% 33.33% 3.57% 5.00%
15,202 452 0 860 1,956 1,146 718 2,979 664 3,701 160 15,034 42,872 2018
6.45% 8.68% 9.50% 18.00% 27.78% 6.45% 3.28% 5.55% 33.33% 33.33% 6.89% 9.50%
29,392 862 0 1,547 3,260 2,216 1,410 5,789 664 3,701 309 28,565 77,716 2019
6.02% 7.89% 8.55% 14.40% 18.52% 6.02% 3.17% 5.23% 33.33% 33.33% 6.40% 8.55%
27,436 784 0 1,238 2,173 2,068 1,362 5,458 664 3,701 287 25,709 70,881 2020
5.62% 717% 7.70% 11.52% 12.35% 5.62% 3.06% 4.94% 0.00% 0.00% 5.94% 7.70%
25,607 713 0 990 1,449 1,931 1,315 5,147 0 0 266 23,138 60,555 2021
5.24% 6.52% 6.93% 9.22% 9.88% 5.24% 2.96% 4.65% 0.00% 0.00% 5.52% 6.93%
23,901 648 0 792 1,159 1,802 1,272 4,852 0 0 247 20,825 55,500 2022
4.89% 5.93% 6.23% 7.37% 9.88% 4.89% 2.86% 4.39% 0.00% 0.00% 5.12% 6.23%
22,310 589 0 634 1,159 1,682 1,229 4,575 0 0 229 18,742 51,149 2023
4.57% 5.39% 5.61% 6.55% 4.94% 4.57% 2.77% 4.14% 0.00% 0.00% 4.76% 5.61%
20,823 536 0 563 579 1,570 1,190 4,314 0 0 213 16,868 46,658 2024
4.26% 4.90% 5.05% 6.55% 0.00% 4.26% 2.68% 3.90% 0.00% 0.00% 4.42% 5.05%

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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STATE DEPRECIATION CALCULATION

METHOD >>>>>>>>>>>>>>>
LIFE SSSSSSSSSS>>>>>

ADDITIONS
AFUDC

CAP. INT. & TAXES
REPAIRS
SOFTWARE

TAX BASIS

YR 1 RATE
DEPR.

YR 2 RATE
DEPR.

YR 3 RATE
DEPR.

YR 4 RATE
DEPR.

YR 5 RATE
DEPR.

YR 6 RATE
DEPR.

YR 7 RATE
DEPR.

YR 8 RATE

San Diego Gas & Electric Company
2019 GRC - APP

2nd Revised Tax Workpapers

200DB 200DB 200DB 200DB 200DB 200DB S/L 200DB S/L S/L 200DB 200DB
30 Yr 22 Yr 20 Yr 10 Yr 6 Yr 30 Yr 45 Yr 35Yr 3Yr 3Yr 28 Yr 20 Yr
ELECTRIC  GAS Prod. Common Common IT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures  DIST & GEN___ Software Software Steam Other Total Other TOTAL
424,845 19,172 0 10,755 38,981 43,019 53,774 111,579 27,815 71,567 2,951 31,064 835,523 38,018 873,541
(6,262) (116) 0 (325) (2,025) (1,301) (1,626) (608) (1,069) (2,946) (20) (1,860) (18,158) (1,390) (19,548)
4,161 77 0 216 1,345 864 1,081 404 71 1,958 13 1,236 12,066 923 12,990
(76,708) (4,645) 0 0 0 0 0 (9,033) 0 0 0 0 (90,386) 0 (90,386)
0 0 0 0 0 0 0 0 (23,876) (57,899) 0 0 (81,775) (12,299) (94,073)
346,037 14,488 0 10,646 38,302 42,583 53,229 102,342 3,581 12,679 2,945 30,440 657,271 25,253 682,524
3.33% 4.55% 5.00% 10.00% 16.67% 3.33% 1.67% 2.86% 33.33% 33.33% 3.57% 5.00%
11,535 659 0 1,065 6,384 1,419 889 2,924 1,193 4,226 105 1,522 31,921 2017
6.45% 8.68% 9.50% 18.00% 27.78% 6.45% 3.28% 5.55% 33.33% 33.33% 6.89% 9.50%
22,302 1,257 0 1,916 10,639 2,744 1,746 5,681 1,193 4,226 203 2,892 54,800 2018
6.02% 7.89% 8.55% 14.40% 18.52% 6.02% 3.17% 5.23% 33.33% 33.33% 6.40% 8.55%
20,818 1,143 0 1,533 7,093 2,562 1,687 5,357 1,193 4,226 188 2,603 48,403 2019
5.62% 717% 7.70% 11.52% 12.35% 5.62% 3.06% 4.94% 0.00% 0.00% 5.94% 7.70%
19,430 1,039 0 1,226 4,729 2,391 1,629 5,051 0 0 175 2,342 38,012 2020
5.24% 6.52% 6.93% 9.22% 9.88% 5.24% 2.96% 4.65% 0.00% 0.00% 5.52% 6.93%
18,136 945 0 981 3,783 2,232 1,576 4,762 0 0 162 2,108 34,684 2021
4.89% 5.93% 6.23% 7.37% 9.88% 4.89% 2.87% 4.39% 0.00% 0.00% 5.12% 6.23%
16,928 859 0 785 3,783 2,083 1,528 4,490 0 0 151 1,897 32,503 2022
4.57% 5.39% 5.61% 6.55% 4.94% 4.57% 2.77% 4.14% 0.00% 0.00% 4.76% 5.61%
15,800 781 0 698 1,891 1,944 1,474 4,234 0 0 140 1,708 28,670 2023
4.26% 4.90% 5.05% 6.55% 0.00% 4.26% 2.68% 3.90% 0.00% 0.00% 4.42% 5.05%

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

ELECTRIC DISTRIBUTION AD VALOREM TAX

Tax Year Tax Year Tax Year Tax Year
2016 2017 2018 2019

Plant in Service 6,790,455 7,174,661 7,757,789 8,476,923
Materials & Supplies 41,551 47,946 48,903 50,086
Total Plant in Service per Books 6,832,005 7,222,607 7,806,692 8,527,009
Taxable Percentage (Note 1) 108.26% 108.26% 108.26% 108.26%
Taxable Plant in Service 7,396,329 7,819,195 8,451,524 9,231,340
Reserve for Depreciation per Books 2,764,086 2,928,744 3,100,316 3,273,843
Total Reserve for Depreciation 2,764,086 2,928,744 3,100,316 3,273,843
Taxable Percentage (Note 1) 100.18% 100.18% 100.18% 100.18%
Taxable Reserve for Depreciation 2,769,061 2,934,016 3,105,897 3,279,736
Historical Cost less Depreciation 4,627,268 4,885,179 5,345,627 5,951,604
100% Deferred Tax Reserve 532,348 554,025 584,090 337,561
Taxable Percentage (Note 2) 107.82% 107.82% 107.82% 107.82%
Taxable Deferred Tax Reserve 573,978 597,349 629,766 363,958
HCLD Less 100% of DTR 4,053,291 4,287,830 4,715,861 5,587,646
Adjustment for Income Approach Valuation (Note 3) 96.34% 96.34% 96.34% 96.34%
Assessed Value - Unitary 3,904,940 4,130,895 4,543,261 5,383,139
Non-Unitary Percentage 0.34% 0.34% 0.34% 0.34%
Assessed Value - Non-Unitary 13,277 14,045 15,447 18,303
Total Assessed Value 3,918,217 4,144,940 4,558,708 5,401,441
Average Tax Rate 1.4986% 1.5386% 1.5785% 1.6185%
Total Fiscal Year Ad Valorem Tax Expense 58,720 63,773 71,960 87,420
Misc. Ad Valorem Taxes (Note 5) 34 34 34 34
Total Fiscal Year Ad Valorem Taxes 58,754 63,807 71,994 87,454
Less:
Non-Operating Taxes 267 267 267 267
Other Than Tax Expense 31 31 31 31
Fiscal Year Capitalized Tax on CWIP (Note 6) 2,218 3,105 4,011 4,448
Fiscal Year Ad Valorem Tax Expense - Operating 56,238 60,404 67,685 82,709
2nd Installment of Prior Year Tax Billed (April) 24,663 29,228 31,755 35,848
1st Installment of Current Year Tax Billed (December) 29,228 31,755 35,848 43,578
Less: Calendar Year Capitalized Tax on CWIP (Note 6) 4,064 2,608 3,603 4,420
Total Calendar Year Ad Valorem Tax Exp - Operating 49,827 58,375 64,000 75,006
Income Tax Adjustment (6,411) (2,029) (3,685) (7,702)

Note 1 - Includes adjustments for CWIP, Inventory, Possessory Interests, and Leased Equipment
added to Historical Cost and Depreciation Reserve.
Note 2 - Eliminates deferred taxes on non-taxable items from book deferred taxes.
Note 3 - In 2016 & 2017, SBE used 75% Cost Approach / 25% Income Approach to arrive at SDG&E's assessed value.
Note 4 - Tax rate inflated by 1.75% / year based on average tax rate inflation from 2011 to 2016.
Note 5 - Taxes paid directly to special districts.
Note 6 - Beginning with calendar year 2012, property tax on CWIP will be capitalized. This adjustment removes that tax from
expense.

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

ELECTRIC GENERATION AD VALOREM TAX

Tax Year Tax Year Tax Year Tax Year
2016 2017 2018 2019

Plant in Service 1,008,332 1,027,465 1,061,615 1,366,829
Materials & Supplies 54,882 56,629 58,281 59,867
Total Plant in Service per Books 1,063,214 1,084,095 1,119,896 1,426,696
Taxable Percentage (Note 1) 108.26% 108.26% 108.26% 108.26%
Taxable Plant in Service 1,151,035 1,173,641 1,212,400 1,544,541
Reserve for Depreciation per Books 348,904 387,761 428,418 464,051
Total Reserve for Depreciation 348,904 387,761 428,418 464,051
Taxable Percentage (Note 1) 100.18% 100.18% 100.18% 100.18%
Taxable Reserve for Depreciation 349,532 388,459 429,189 464,887
Historical Cost less Depreciation 801,503 785,182 783,211 1,079,654
100% Deferred Tax Reserve 64,097 69,193 76,048 49,351
Taxable Percentage (Note 2) 107.82% 107.82% 107.82% 107.82%
Taxable Deferred Tax Reserve 69,110 74,604 81,995 53,210
HCLD Less 100% of DTR 732,393 710,578 701,216 1,026,444
Adjustment for Income Approach Valuation (Note 3) 96.34% 96.34% 96.34% 96.34%
Assessed Value - Unitary 705,588 684,571 675,551 988,876
Non-Unitary Percentage 0.34% 0.34% 0.34% 0.34%
Assessed Value - Non-Unitary 2,399 2,328 2,297 3,362
Total Assessed Value 707,987 686,898 677,848 992,239
Average Tax Rate 1.4986% 1.5386% 1.5785% 1.6185%
Fiscal Year Ad Valorem Tax Expense 10,610 10,569 10,700 16,059
Misc. Ad Valorem Taxes (Note 5) 1,743 1,743 1,743 1,743
Total Fiscal Year Ad Valorem Taxes 12,353 12,312 12,443 17,802
Less:
Non-Operating Taxes 56 56 56 56
Other Than Tax Expense 6 6 6 6
Fiscal Year Capitalized Tax on CWIP (Note 6) 158 132 102 113
Fiscal Year Ad Valorem Tax Expense - Operating 12,133 12,118 12,279 17,627
2nd Installment of Prior Year Tax Billed (April) 5,139 6,146 6,125 6,190
1st Installment of Current Year Tax Billed (December) 6,146 6,125 6,190 8,870
Less: Calendar Year Capitalized Tax on CWIP (Note 6) 847 172 92 112
Total Calendar Year Ad Valorem Tax Exp - Operating 10,438 12,099 12,224 14,948
Income Tax Adjustment (1,696) (19) (55) (2,679)

Note 1 - Includes adjustments for CWIP, Inventory, Possessory Interests, and Leased Equipment
added to Historical Cost and Depreciation Reserve.
Note 2 - Eliminates deferred taxes on non-taxable items from book deferred taxes.
Note 3 - In 2016 & 2017, SBE used 75% Cost Approach / 25% Income Approach to arrive at SDG&E's assessed value.
Note 4 - Tax rate inflated by 1.75% / year based on average tax rate inflation from 2011 to 2016.
Note 5 - Taxes paid directly to special districts, including Nevada taxes for Desert Star Energy Center.
Note 6 - Beginning with calendar year 2012, property tax on CWIP will be capitalized. This adjustment removes that tax from
expense.
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SONGS AD VALOREM TAX

Tax Year Tax Year Tax Year Tax Year
2016 2017 2018 2019

Plant in Service 0 0 0 0
Materials & Supplies 0 0 0 0
Nuclear Fuel 0 0 0 0
Total Plant in Service per Books 0 0 0 0
Taxable Percentage (Note 1) 108.26% 108.26% 108.26% 108.26%
Taxable Plant in Service 0 0 0 0
Reserve for Depreciation per Books 0 0 0 0
Accumulated Amort - Nuclear Fuel Assemblies 0 0 0 0
Total Reserve for Depreciation 0 0 0 0
Taxable Percentage (Note 1) 100.18% 100.18% 100.18% 100.18%
Taxable Reserve for Depreciation 0 0 0 0
Historical Cost less Depreciation 0 0 0 0
Taxable Deferred Tax Reserve 0 0 0 0
Taxable Percentage (Note 2) 107.82% 107.82% 107.82% 107.82%
Taxable Deferred Tax Reserve 0 0 0 0
HCLD Less 100% of DTR 0 0 0 0
Adjustment for Income Approach Valuation (Note 3) 96.34% 96.34% 96.34% 96.34%
Assessed Value - Unitary 0 0 0 0
Non-Unitary Percentage 0.34% 0.34% 0.34% 0.34%
Assessed Value - Non-Unitary 0 0 0 0
Total Assessed Value 0 0 0 0
Average Tax Rate 1.4986% 1.5386% 1.5785% 1.6185%
Total Fiscal Year Ad Valorem Tax Expense 0 0 0 0
Misc. Ad Valorem Taxes 0 0 0 0
Total Fiscal Year Ad Valorem Taxes 0 0 0 0
Less:
Non-Operating Taxes 0 0 0 0
Other Than Tax Expense 0 0 0 0
Fiscal Year Capitalized Tax on CWIP (Note 6) 0 0 0 0
Fiscal Year Ad Valorem Tax Expense - Operating 0 0 0 0
2nd Installment of Prior Year Tax Billed (April) 0 0 0 0
1st Installment of Current Year Tax Billed (December) 0 0 0 0
Less: Calendar Year Capitalized Tax on CWIP (Note 6) 0 0 0 0
Total Calendar Year Ad Valorem Tax Exp - Operating 0 0 0 0
Income Tax Adjustment 0 0 0 0

Note 1 - Includes adjustments for CWIP, Inventory, Possessory Interests, and Leased Equipment
added to Historical Cost and Depreciation Reserve.
Note 2 - Eliminates deferred taxes on non-taxable items from book deferred taxes.
Note 3 - In 2016 & 2017, SBE used 75% Cost Approach / 25% Income Approach to arrive at SDG&E's assessed value.
Note 4 - Tax rate inflated by 1.75% / year based on average tax rate inflation from 2011 to 2016.
Note 5 - Taxes paid directly to special districts.
Note 6 - Beginning with calendar year 2012, property tax on CWIP will be capitalized. This adjustment removes that tax from
expense. No tax on CWIP capitalized for SONGS beginning June 2013.
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GAS AD VALOREM TAX

Tax Year Tax Year Tax Year Tax Year
2016 2017 2018 2019

Plant in Service 1,777,306 1,875,150 2,081,653 2,259,736
Materials & Supplies 3,263 3,270 3,389 3,498
Total Plant in Service per Books 1,780,569 1,878,420 2,085,042 2,263,234
Taxable Percentage (Note 1) 108.26% 108.26% 108.26% 108.26%
Taxable Plant in Service 1,927,644 2,033,578 2,257,267 2,450,178
Reserve for Depreciation per Books 976,797 1,014,271 1,052,016 1,090,487
Total Reserve for Depreciation 976,797 1,014,271 1,052,016 1,090,487
Taxable Percentage (Note 1) 100.18% 100.18% 100.18% 100.18%
Taxable Reserve for Depreciation 978,555 1,016,097 1,053,910 1,092,449
Historical Cost less Depreciation 949,089 1,017,481 1,203,357 1,357,729
100% Deferred Tax Reserve 97,547 110,749 127,401 76,827
Taxable Percentage (Note 2) 107.82% 107.82% 107.82% 107.82%
Taxable Deferred Tax Reserve 105,175 119,410 137,364 82,835
HCLD Less 100% of DTR 843,914 898,072 1,065,993 1,274,893
Adjustment for Income Approach Valuation (Note 3) 96.34% 96.34% 96.34% 96.34%
Assessed Value - Unitary 813,027 865,202 1,026,978 1,228,232
Non-Unitary Percentage 0.34% 0.34% 0.34% 0.34%
Assessed Value - Non-Unitary 2,764 2,942 3,492 4,176
Total Assessed Value 815,791 868,144 1,030,470 1,232,408
Average Tax Rate 1.4986% 1.5386% 1.5785% 1.6185%
Total Fiscal Year Ad Valorem Tax Expense 12,226 13,357 16,266 19,946
Misc. Ad Valorem Taxes (Note 5) 6 6 6 6
Total Fiscal Year Ad Valorem Taxes 12,232 13,363 16,272 19,952
Less:
Non-Operating Taxes 54 54 54 54
Other Than Tax Expense 6 6 6 6
Fiscal Year Capitalized Tax on CWIP (Note 6) 668 820 1,370 1,854
Fiscal Year Ad Valorem Tax Expense - Operating 11,504 12,484 14,842 18,038
2nd Installment of Prior Year Tax Billed (April) 4,912 6,086 6,652 8,106
1st Installment of Current Year Tax Billed (December) 6,086 6,652 8,106 9,946
Less: Calendar Year Capitalized Tax on CWIP (Note 6) 809 742 897 1,843
Total Calendar Year Ad Valorem Tax Exp - Operating 10,189 11,996 13,860 16,209
Income Tax Adjustment (1,315) (488) (982) (1,828)

Note 1 - Includes adjustments for CWIP, Inventory, Possessory Interests, and Leased Equipment
added to Historical Cost and Depreciation Reserve.
Note 2 - Eliminates deferred taxes on non-taxable items from book deferred taxes.
Note 3 - In 2016 & 2017, SBE used 75% Cost Approach / 25% Income Approach to arrive at SDG&E's assessed value.
Note 4 - Tax rate inflated by 1.75% / year based on average tax rate inflation from 2011 to 2016.
Note 5 - Taxes paid directly to special districts.
Note 6 - Beginning with calendar year 2012, property tax on CWIP will be capitalized. This adjustment removes that tax from
expense.
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Ad Valorem Tax Rate Inflation

Purpose: To calculate average tax rate in 2019 using
a 5-year trend.

Revised
A 2016/2017 Average Tax Rate 1.4986482%
B 2011/2012 Average Tax Rate 1.2989644%
C 5 Year Increase (A - B) 0.1996839%
D Average Increase (C/5) 0.0399368%
Actual 2016/2017 Average Tax Rate 1.4986482%
Estimated 2017/2018 Average Tax Rate 1.5385850%
Estimated 2018/2019 Average Tax Rate 1.5785218%
Estimated 2019/2020 Average Tax Rate 1.6184586%
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O&M Payroll Taxes (ED and Gen)

2016 Payroll 134,810
2016 Ratio (Payroll tax/Payroll) 6.68%
2016 Payroll Taxes 9,005
2017 Payroll 150,922
2017 Shared Payroll 16,981
2017 Ratio 6.77%
2017 Payroll Taxes 11,367
2018 Payroll 160,095
2018 Shared Payroll 17,637
2018 Ratio 6.65%
2018 Payroll Taxes 11,819
2019 Payroll 169,423
2019 Shared Payroll 18,206
2019 Ratio 6.66%
2019 Payroll Taxes 12,496
Capital Payroll Taxes (ED and Gen) Common (To Capital OH Pool)
Allocated Allocated
ED and Gen to Electric Gas Common Pyrl Taxes
2017 Capital Labor (Excl. Billed Capital) 67,049 15,457 9,723 6,374
2017 Non-Shared Labor O&M Reassigned to Capital 27,196 N/A 10,725 N/A
2017 Shared Labor O&M Reassigned to Capital 1,737 N/A 808 N/A
Total 2017 Capital Labor 95,982 15,457 21,256 6,374
2017 Ratio 6.77% 6.77% 6.77% 6.77%
2017 Capital Payroll Taxes 6,498 1,046 1,439 432 9,415
2018 Capital Labor (Excl. Billed Capital) 87,078 15,979 17,905 6,589
2018 Non-Shared Labor O&M Reassigned to Capital 28,440 N/A 11,221 N/A
2018 Shared Labor O&M Reassigned to Capital 1,852 N/A 866 N/A
Total 2018 Capital Labor 117,370 15,979 29,991 6,589
2018 Ratio 6.65% 6.65% 6.65% 6.65%
2018 Capital Payroll Taxes 7,805 1,063 1,994 438 11,300
2019 Capital Labor (Excl. Billed Capital) 98,741 12,253 29,943 5,053
2019 Non-Shared Labor O&M Reassigned to Capital 30,327 N/A 12,019 N/A
2019 Shared Labor O&M Reassigned to Capital 1,906 N/A 891 N/A
Total 2019 Capital Labor 130,975 12,253 42,853 5,053
2019 Ratio 6.66% 6.66% 6.66% 6.66%
2019 Capital Payroll Taxes 8,723 816 2,854 337 12,730
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O&M Payroll Taxes (Gas)

2016 Payroll
2016 Ratio (Payroll tax/Payroll)
2016 Payroll Taxes

2017 Payroll

2017 Shared Payroll
2017 Ratio

2017 Payroll Taxes

2018 Payroll

2018 Shared Payroll
2018 Ratio

2018 Payroll Taxes

2019 Payroll

2019 Shared Payroll
2019 Ratio

2019 Payroll Taxes

Capital Payroll Taxes

2017 Capital Labor (Excl. Billed Capital)
2017 Non-Shared Labor O&M Reassigned to Cap
2017 Shared Labor O&M Reassigned to Capital

Total 2017 Capital Labor
2017 Ratio

2017 Capital Payroll Taxes

2018 Capital Labor (Excl. Billed Capital)

2018 Non-Shared Labor O&M Reassigned to Cap
2018 Shared Labor O&M Reassigned to Capital
Total 2018 Capital Labor

2018 Ratio

2018 Capital Payroll Taxes

2019 Capital Labor (Excl. Billed Capital)

2019 Non-Shared Labor O&M Reassigned to Cap
2019 Shared Labor O&M Reassigned to Capital
Total 2019 Capital Labor

2019 Ratio

2019 Capital Payroll Taxes
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62,516
6.68%
4,176
71,076
6,590
6.77%
5,258
77,014
6,845
6.65%
5,577
82,156
7,067
6.66%
5,942
Allocated
Gas Common
9,723 6,374
10,725 N/A
808 N/A
21,256 6,374
6.77% 6.77%
1,439 432
17,905 6,589
11,221 N/A
866 N/A
29,991 6,589
6.65% 6.65%
1,994 438
29,943 5,053
12,019 N/A
891 N/A
42,853 5,053
6.66% 6.66%
2,854 337
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Composite Payroll Tax Rate

2016 2017 2018 2019
Social Security Tax
SS Wage Base 118,500 127,200 130,500 135,600
SS Wages 441,485,220 459,577,338 482,830,936 505,414,777
SS Tax Rate 6.20% 6.20% 6.20% 6.20%
SS Taxes 27,372,084 28,493,795 29,935,518 31,335,716
Medicare Wage Base N/A N/A N/A N/A
Medicare Wages 559,374,059 568,455,003 598,370,632 623,700,633
Medicare Tax Rate 1.45% 1.45% 1.45% 1.45%
Medicare Taxes 8,110,924 8,242,598 8,676,374 9,043,659
FUI Wage Base 7,000 7,000 7,000 7,000
FUI Wages 33,336,342 30,517,643 31,188,668 31,559,129
FUI Tax Rate 2.40% 2.70% 0.60% 0.60%
FUI Taxes 800,072 823,976 187,132 189,355
CA-SUI Wage Base 7,000 7,000 7,000 7,000
CA-SUI Wages 33,064,313 30,332,822 30,999,783 31,368,001
CA-SUI Tax Rate 3.10% 3.00% 3.00% 3.00%
CA-SUI Taxes 1,024,994 909,985 929,993 941,040
CA-SUI ETT Tax Rate 0.10% 0.10% 0.10% 0.10%
CA-SUI ETT Taxes 33,064 30,333 31,000 31,368
NV-SUI Wage Base 28,200 29,500 29,500 29,500
NV-SUI Wages 700,860 709,569 717,101 721,024
NV-SUI Tax Rate 0.60% 0.60% 0.60% 0.60%
NV-SUI Taxes 4,205 4,257 4,303 4,326

Total Employer Payroll Tax

Medicare Wages
Composite Rate

37,345,343 38,504,944 39,764,320 41,545,464
559,374,059 568,455,003 598,370,632 623,700,633

6.68% 6.77% 6.65% 6.66%
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Franchise Fee Factor

2016 Recorded 2017 2018 2019
Electric
Franchise Fees (including non-GRC fees) 113,572,468  Note 1 Note 1 Note 1
Total Electric Gross Receipts 3,290,130,433
Electric Franchise Fee Rate 3.4519% 3.4468% 3.4468% 3.4468%

Note 1 -2017, 2018, and 2019 franchise fee rate are based on average of 2012 to 2016.

Gas

Franchise Fees (including non-GRC fees) 9,412,543  Note 2 Note 2 Note 2
Total Gas Gross Receipts 447,288,162

Gas Franchise Fee Rate 2.1044% 2.0799% 2.0799% 2.0799%

Note 1 - 2017, 2018, and 2019 franchise fee rate are based on average of 2012 to 2016.

SDG&E/Tax/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

Page 26 of 78

Franchise Fee Factor





San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

Franchise Fee Rate Calculation

2012 2013 2014 2015 2016 5 Year
Franchise Franchise Franchise Franchise Franchise Average
ELECTRIC
Total Electric Franchise Payments 91,217,836 95,600,037 115,912,999 125,296,877 113,572,468 108,320,043.52

Electric Gross Receipts
Electric Franchise Fee Percentage for Rate Case

(Franchise Payment / Gross Receipts)
Weighted Average Percentage (5 Year Avg)

GAS

Total Gas Franchise Payments

Gas Gross Receipts

Gas Franchise Fee Percentage for Rate Case
(Franchise Payment / Gross Receipts)
Weighted Average Percentage (5 Year Avg)

2,662,480,538 2,789,683,317 3,350,786,490

3,619,899,476

3,290,130,433

3.4260% 3.4269% 3.4593% 3.4613% 3.4519%
7,422,089 9,148,067 8,900,941 8,587,163 9,412,543
360,189,160 441,089,129 428,198,014 413,308,831 447,288,162
2.0606% 2.0740% 2.0787% 2.0777% 2.1044%
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San Diego Gas & Electric Company
Deferred Tax File

**All subsequent data included in this file are Confidential and Protected Materials Pursuant to PUC Section 583, GO 66-C/D, and D.16-08-024**
Workbook Name: taxSDGEDeferred.xIsb
Workbook Description: The purpose of this workbook is to calculate the weighted average deferred taxes
that flow into rate base.

Worksheet
# Worksheet Title
1 TotalSDGEDeferredTaxes
2 2019DEFTAXES
3 2018DEFTAXES
4 2017DEFTAXES
5 2016DEFTAXES
6 RMFEDTAXDepr
7 2019RMFedDeprOnAdds
8 2018RMFedDeprOnAdds
9 2017RMFedDeprOnAdds
10  Caplnterest
11 TaxDeprCaplnterestED
12  TaxDeprCaplnterestGas
13  TaxDeprCaplnterestGEN
14  TaxDeprCaplinterestSONGS
15  TotalSDGEDeferredTaxesShrdSvcs
16 2019DEFTAXESShrdSvcs
17  2018DEFTAXESShrdSvcs
18  2017DEFTAXESShrdSvcs
19  2016DEFTAXESShrdSvcs
20 RMFEDTAXDeprShrdSvcs
21 2019RMFedDeprOnAddsShrdSves
22  2018RMFedDeprOnAddsShrdSvcs
23  2017RMFedDeprOnAddsShrdSvcs
24  2016RMFedDeprOnAddsShrdSvcs
25 CaplnterestShrdSvcs
26 TaxDeprCaplnterestSSFur&Comm
27 TaxDeprCaplnterestSSComp
28 TaxDeprCaplnterestSSStrcts
29 TaxDeprCaplnterestSSSoft
30 TaxDeprCaplnterestSSET
31 TaxDeprCaplnterestSSGT
32 IN SDGE NOL

Worksheet Description
Summary sheet for forecasted weighted average deferred tax balances.

2019 forecasted weighted average deferred tax calculation.

2018 forecasted weighted average deferred tax calculation.

2017 forecasted weighted average deferred tax calculation.

2016 forecasted weighted average deferred tax calculation.

2017 - 2019 Ratemaking Federal Tax Depreciation.

2019 Area 97 depreciation calculation on forecasted adds.

2018 Area 97 depreciation calculation on forecasted adds.

2017 Area 97 depreciation calculation on forecasted adds.

1986 TRA - Capitalized Interest Adjustment on forecasted adds.

Depreciation effect of Capitalized Interest Adjustment for ED

Depreciation effect of Capitalized Interest Adjustment for Gas

Depreciation effect of Capitalized Interest Adjustment for GEN

Depreciation effect of Capitalized Interest Adjustment for SONGS

Summary sheet for forecasted weighted average deferred tax balances.

2019 forecasted weighted average deferred tax calculation for shared services.

2018 forecasted weighted average deferred tax calculation for shared services.

2017 forecasted weighted average deferred tax calculation for shared services.

2016 forecasted weighted average deferred tax calculation for shared services.

2017 - 2019 Ratemaking Federal Tax Depreciation for shared services.

2019 Area 97 depreciation calculation on forecasted adds for shared services.

2018 Area 97 depreciation calculation on forecasted adds for shared services.

2017 Area 97 depreciation calculation on forecasted adds for shared services.

2016 Area 97 depreciation calculation on forecasted adds for shared services.

1986 TRA - Capitalized Interest Adjustment on forecasted shared service adds.

Depreciation effect of Capitalized Interest Adjustment for Shared Furniture and Communication Equipment
Depreciation effect of Capitalized Interest Adjustment for Shared Computer Equipment
Depreciation effect of Capitalized Interest Adjustment for Shared Structures

Depreciation effect of Capitalized Interest Adjustment for Shared Software

Depreciation effect of Capitalized Interest Adjustment for Electric Telecommunication Equipment
Depreciation effect of Capitalized Interest Adjustment for Gas Telecommunication Equipment

Input for NOL calculation
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Total Ratebase Deferred Taxes

Weighted Average Deferred Tax Balance - 2016
Weighted Average Deferred Tax Balance - 2017
Weighted Average Deferred Tax Balance - 2018
Weighted Average Deferred Tax Balance - 2019

Ending Deferred Tax Balance - 2016
Ending Deferred Tax Balance - 2017
Ending Deferred Tax Balance - 2018
Ending Deferred Tax Balance - 2019

San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

ED

(543,186)
(560,964)
(347,478)
(333,111)

(554,025)
(584,090)
(337,561)
(318,228)

GAS

(104,148)
(114,593)
(76,530)
(76,522)

(110,749)
(127,401)
(76,827)
(75,499)
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2019 Deferred Taxes

DEFERRED TAX BALANCE @ 12/31/2018

RM BLM 2019 DEPR ON 1981-2016 VINTAGES
RM FED TAX 2019 DEPR ON 1981-2016 VINTAGES

2019 FORECASTED CAPITAL ADDITIONS

2019 RM BLM DEPRECIATION ON 2017 - 2019 CAPITAL ADDITIONS ©
2019 RM TAX DEPRECIATION ON 2017 - 2019 CAPITAL ADDITIONS @

-0
TAX RATE

DEFERRED TAX ON CAPITAL ADDITIONS - DR./ (CR.)

DEFERRED TAX ON CAPITAL ADDITIONS AND 2016 ADJUSTMENTS

1986 TRA - CAPITALIZED INTEREST

OTHER ADJUSTMENTS

DEFERRED TAX BALANCE @ 12/31/2019

WEIGHTED AVERAGE DEFERRED TAX BALANCE DR/(CR)

* Formula was too long for one cell (C19 & F19)

BOOK DEPRECIATION
BLM BOOK TO TAX RATIO
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ED
(337,561)
247,370
136,877
110,493
21%
23,203
832,084
77,224
106,387
(29,163)
21%
(6,124)
(6,124)
2,254
(318,228)
(333,111)
98,497
78.40%

GAS
(76,827)
44,255
33,029
11,226
21%
2,357
196,909
23,406
30,394
(6,988)
21%
(1,467)
(1,467)
439
(75,499)
(76,522)
26,497
941,141 88.33%
9,742

241,880
1,236

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

Page 30 of 78

GENERATION
(49,351)
49,083
44,411
4,672
21%
981
17,469
14,671
31,098
(16,426)
21%
(3,450)
(3,450)
(5)
(51,824)
(49,920)
14,729
99.61%

SONGS

0.00%

2019DEFTAXES





San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

San Diego Gas & Electric Company
2019 Deferred Taxes

ED GAS
366 366
(337,561) (76,827)
jan 1,611 0.9153 1,475 335 (336,086) 111 0.9153 101 335 (76,726)
feb 1,611 0.8306 1,338 304 (334,748) 111 0.8306 92 304 (76,634)
mar 1,611 0.7541 1,215 276 (333,533) 111 0.7541 83 276  (76,551)
apr 1,611 0.6694 1,078 245 (332,455) 111 0.6694 74 245  (76,476)
may 1,611 0.5874 946 215 (331,508) 111 0.5874 65 215  (76,411)
jun 1,611 0.5027 810 184 (330,698) 111 0.5027 56 184  (76,356)
jul 1,611 0.4208 678 154 (330,020) 111 0.4208 47 154  (76,309)
aug 1,611 0.3361 541 123 (329,479) 111 0.3361 37 123 (76,272)
sep 1,611 0.2514 405 92 (329,074) 111 0.2514 28 92  (76,244)
oct 1,611 0.1694 273 62 (328,801) 111 0.1694 19 62 (76,225)
nov 1,611 0.0847 136 31 (328,665) 111 0.0847 9 31 (76,216)
dec 1,611 0.0027 4 1 (328,660) 111 0.0027 0 1 (76,216)
Prorated Additions 8,901 612
Beginning of year balance (337,561) (76,827)
Prorated end of year balance (328,660) (76,216)
Average (333,111) (76,522)
GENERATION SONGS
366 366
(49,351) -
jan (206) 0.9153 (189) 335 (49,539) - 0.9153 - 335 -
feb (206) 0.8306 (171) 304  (49,711) - 0.8306 - 304 -
mar (206) 0.7541 (155) 276 (49,866) - 0.7541 - 276 -
apr (206) 0.6694 (138) 245  (50,004) - 0.6694 - 245 -
may (206) 0.5874 (121) 215 (50,125) - 0.5874 - 215 -
jun (206) 0.5027 (104) 184  (50,229) - 0.5027 - 184 -
jul (206) 0.4208 (87) 154  (50,315) - 0.4208 - 154 -
aug (206) 0.3361 (69) 123 (50,385) - 0.3361 - 123 -
sep (206) 0.2514 (52) 92  (50,436) - 0.2514 - 92 -
oct (206) 0.1694 (35) 62 (50,471) - 0.1694 - 62 -
nov (206) 0.0847 (17) 31 (50,489) - 0.0847 - 31 -
dec (206) 0.0027 (1) 1 (50,489) - 0.0027 - 1 -
Prorated Additions (1,138) -
Beginning of year balance (49,351) -
Prorated end of year balance (50,489) -
Average (49,920) -
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NET OPERATING LOSS

BOOK INCOME BEFORE TAXES
ADD BACK DEPRECIATION

San Diego Gas & Electric Company

2019 GRC - APP

2nd Revised Tax Workpapers

BOOK INCOME BEFORE TAXES AND DEPRECIATION

FEDERAL ADJUSTMENTS

FED ADJ OTHER THAN INTEREST AND PY CCFT
FIXED CHARGES - OPERATING (INTEREST EXPENSE)
PY CCFT

ADD BACK BLM TAX DEPRECIATION

SUBTRACT TAX DEPRECIATION (BONUS)

TOTAL FEDERAL TAX ADJUSTMENTS

FEDERAL TAXABLE INCOME/(LOSS)
FEDERAL TAX RATE

TAX LIABILITY / (UN-UTILIZED DTL)

UN-UTILIZED DTL CARRIED BACK TO 2017

UN-UTILIZED DTL CARRIED BACK TO 2018

DTL CARRIED FWD FROM PRIOR YRS & UTILIZED THIS YR
UN-UTILIZED DTL CARRIED FWD FROM PRIOR YRS
UN-UTILIZED DTL CARRIED FORWARD TO FUTURE YEARS

FEDERAL TAX DEPRECIATION:
DEPRECIATION ON PRE-2016 VINTAGES
DEPRECIATION ON 2017 ADDITIONS
DEPRECIATION ON 2018 ADDITIONS
DEPRECIATION ON 2019 CAPITAL ADDITIONS
TOTAL TAX DEPRECIATION

2019
ED GAS  GENERATION SONGS Total

385,888 94,549 90,371 0 570,808

409,031 84,968 65,663 - 559,662

794,919 179,517 156,034 0 1,130,470
(520,354)  (95,131) (66,434) - (681,918)
(93,913)  (21,707) (19,363) - (134,983)
(13,040) (2,110) (4,107) - (19,258)

324,593 67,661 63,755 - 456,009
(243,264)  (63,423) (75,509) - (382,195)
(545,978)  (114,710) (101,658) - (762,346)

248,941 64,807 54,376 0 368,124
21% 21% 21% 21% 21%
52,278 13,609 11,419 0 77,306

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0

0 0 0 0 0
(136,877)  (33,029) (44,411) - (214,317)
(25,108) (9,193) (1,400) - (35,701)
(43,310)  (11,894) (28,889) - (84,093)
(37,968) (9,306) (810) - (48,084)
(243,264)  (63,423) (75,509) - (382,195)
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San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

San Diego Gas & Electric Company
2018 Deferred Taxes

DEFERRED TAX BALANCE @ 12/31/2017

DEFERRED TAX BALANCE - 2017 Tax Cuts & Jobs Act Adjustment
RM BLM 2018 DEPR ON 1981-2016 VINTAGES

RM FED TAX 2018 DEPR ON 1981-2016 VINTAGES

2018 FORECASTED CAPITAL ADDITIONS

2018 RM BLM DEPRECIATION ON 2017 - 2018 CAPITAL ADDITIONS O
2018 RM TAX DEPRECIATION ON 2017 - 2018 CAPITAL ADDITIONS ®@

@-0
TAX RATE

DEFERRED TAX ON CAPITAL ADDITIONS - DR./ (CR.)
DEFERRED TAX ON CAPITAL ADDITIONS AND 2016 ADJUSTMENTS
1986 TRA - CAPITALIZED INTEREST

OTHER ADJUSTMENTS

DEFERRED TAX BALANCE @ 12/31/2018

WEIGHTED AVERAGE DEFERRED TAX BALANCE DR/(CR)

* Formula was too long for one cell (C19 & F19)

BOOK DEPRECIATION
BLM BOOK TO TAX RATIO

ED GAS
(584,090) (127,401)
233,636 50,961
226,028 41,008
158,323 38,854
67,705 2,154
21% 21%
14,218 452
__ 637,849 149,466
38,323 11,780
53,065 17,193
(14,742) (5,413)
21% 21%
(3,096) (1,137)
(3,096) (1,137)
1,771 208
(337,561) (76,827)
(347,478) (76,530)
51,274 14,602
0.747419 707,978 81% 178,385
7,165 838

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

Page 33 of 78

GENERATION
(76,048)
30,419
42,121
45,233
(3,112)
21%
(653)
305,214
2,137
16,754
(14,617)
21%
(3,070)
(3,070)
1
(49,351)
(46,488)
2,138
99.97%

SONGS

0.00%
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San Diego Gas & Electric Company
2018 Deferred Taxes

ED GAS
365 365
(350,454) (76,441)
jan 1,074 0.9178 986 335 (349,468) (32) 0.9178 (30) 335 (76,470)
feb 1,074 0.8329 895 304 (348,573) (32) 0.8329 (27) 304 (76,497)
mar 1,074 0.7562 812 276 (347,761) (32) 0.7562 (24) 276  (76,522)
apr 1,074 0.6712 721 245 (347,040) (32) 0.6712 (22) 245  (76,543)
may 1,074 0.5890 633 215 (346,407) (32) 0.5890 (19) 215  (76,562)
jun 1,074 0.5041 542 184 (345,865) (32) 0.5041 (16) 184  (76,578)
jul 1,074 0.4219 453 154 (345,412) (32) 0.4219 (14) 154  (76,592)
aug 1,074 0.3370 362 123 (345,050) (32) 0.3370 (11) 123 (76,603)
sep 1,074 0.2521 271 92 (344,779) (32) 0.2521 (8) 92 (76,611)
oct 1,074 0.1699 183 62 (344,596) (32) 0.1699 (5) 62 (76,616)
nov 1,074 0.0849 91 31 (344,505) (32) 0.0849 (3) 31  (76,619)
dec 1,074 0.0027 3 1 (344,502) (32) 0.0027 (0) 1 (76,619)
Prorated Additions 5,952 (178)
Beginning of year balance (350,454) (76,441)
Prorated end of year balance (344,502) (76,619)
Average (347,478) (76,530)
GENERATION SONGS
365 365
(45,629) -
jan (310) 0.9178 (285) 335 (45,914) - 0.9178 - 335 -
feb (310) 0.8329 (258) 304 (46,172) - 0.8329 - 304 -
mar (310) 0.7562 (235) 276  (46,407) - 0.7562 - 276 -
apr (310) 0.6712 (208) 245  (46,615) - 0.6712 - 245 -
may (310) 0.5890 (183) 215  (46,797) - 0.5890 - 215 -
jun (310) 0.5041 (156) 184  (46,954) - 0.5041 - 184 -
jul (310) 0.4219 (131) 154  (47,085) - 0.4219 - 154 -
aug (310) 0.3370 (105) 123 (47,189) - 0.3370 - 123 -
sep (310) 0.2521 (78) 92  (47,267) - 0.2521 - 92 -
oct (310) 0.1699 (53) 62  (47,320) - 0.1699 - 62 -
nov (310) 0.0849 (26) 31  (47,346) - 0.0849 - 31 -
dec (310) 0.0027 1) 1 (47,347) - 0.0027 - 1 -
Prorated Additions (1,718) -
Beginning of year balance (45,629) -
Prorated end of year balance (47,347) -
Average (46,488) -
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NET OPERATING LOSS

BOOK INCOME BEFORE TAXES
ADD BACK DEPRECIATION
BOOK INCOME BEFORE TAXES AND DEPRECIATION

FEDERAL ADJUSTMENTS

FED ADJ OTHER THAN INTEREST AND PY CCFT
FIXED CHARGES - OPERATING (INTEREST EXPENSE)
PY CCFT

ADD BACK BLM TAX DEPRECIATION

SUBTRACT TAX DEPRECIATION (BONUS)

TOTAL FEDERAL TAX ADJUSTMENTS

FEDERAL TAXABLE INCOME/(LOSS)
FEDERAL TAX RATE

TAXLIABILITY / (UN-UTILIZED DTL)
UN-UTILIZED DTL CARRIED BACK TO 2016
UN-UTILIZED DTL CARRIED BACK TO 2017

DTL CARRIED FWD FROM PRIOR YRS & UTILIZED THIS YR

UN-UTILIZED DTL CARRIED FWD FROM PRIOR YRS

UN-UTILIZED DTL CARRIED FORWARD TO FUTURE YEARS

FEDERAL TAX DEPRECIATION:
DEPRECIATION ON PRE-2016 VINTAGES
DEPRECIATION ON 2017 ADDITIONS
DEPRECIATION ON 2018 ADDITIONS
DEPRECIATION ON 2019 CAPITAL ADDITIONS
TOTAL TAX DEPRECIATION

San Diego Gas & Electric Company

2019 GRC - APP

2nd Revised Tax Workpapers

2018
ED GAS GENERATION SONGS Total
337,847 74,715 63,740 0 476,302
358,476 72,808 48,668 - 479,952
696,323 147,523 112,408 0 956,254
(434,071)  (85,334) (44,314) - (563,719)
(82,088)  (18,112) (13,651) - (113,852)
(21,324)  (2,555) (6,439) - (30,319)
264,351 52,787 44,258 B 361,396
(211,388)  (56,047) (61,987) - (329,423)
(484,521) (109,261) (82,134) - (675,916)
211,802 38,262 30,274 0 280,338
21% 21% 21% 21% 21%
44,478 8,035 6,358 0 58,871
(158,323)  (38,854) (45,233) - (242,410)
(28,460)  (10,553) (1,552) . (40,565)
(24,606)  (6,640) (15,202) - (46,448)
(211,388) _ (56,047) (61,987) B (329,423)
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San Diego Gas & Electric Company
2017 Deferred Taxes

ED GAS GENERATION SONGS
DEFERRED TAX BALANCE @ 12/31/2016 (554,025) (110,749) (69,193) -
RM BLM 2017 DEPR ON 1981-2016 VINTAGES 230,571 42,078 42,362 -
RM FED TAX 2017 DEPR ON 1981-2016 VINTAGES 172,065 42,723 45,837 -
58,506 (645) (3,475) -
35% 35% 35% 35%
20,477 (226) (1,216) -
2017 FORECASTED CAPITAL ADDITIONS 496,412 158,567 34,015 -
2017 RM BLM DEPRECIATION ON 2017 CAPITAL ADDITIONS ©) 12,139 3,822 695 -
2017 RM TAX DEPRECIATION ON 2017 CAPITAL ADDITIONS ) 161,372 51,984 17,508 -
@-O  (149,233) -48162.22 (16,813) -
TAX RATE 35% 35% 35% 35%
DEFERRED TAX ON CAPITAL ADDITIONS - DR./ (CR.) (52,232) (16,857) (5,884.72) -
DEFERRED TAX ON CAPITAL ADDITIONS AND 2016 ADJUSTMENTS (52,232) (16,857) (5,884.72) -
1986 TRA - CAPITALIZED INTEREST 1,689 430 245 -
OTHER ADJUSTMENTS - - - -
DEFERRED TAX BALANCE @ 12/31/2017 (584,090) (127,401) (76,048) -
WEIGHTED AVERAGE DEFERRED TAX BALANCE DR/(CR) (560,964) (114,593) (70,775) -
* Formula was too long for one cell (C19 & F19)
BOOK DEPRECIATION 15,944 4,763 722 -
BLM BOOK TO TAX RATIO 0.76131312 600,159 80.24% 201,349 96.31% 0.00%
4,301 1,108
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San Diego Gas & Electric Company
2017 Deferred Taxes

ED GAS
365 365
(554,025) (110,749)
jan (2,505) 0.9178 (2,300) 335 (556,324) (1,388) 0.9178 -1273.63766 335 (112,023)
feb (2,505) 0.8329 (2,087) 304 (558,411) (1,388) 0.8329 (1,156) 304 (113,179)
mar (2,505) 0.7562 (1,895) 276 (560,305) (1,388) 0.7562 (1,049) 276 (114,228)
apr (2,505) 0.6712 (1,682) 245 (561,987) (1,388) 0.6712 (931) 245 (115,159)
may (2,505) 0.5890 (1,476) 215 (563,463) (1,388) 0.5890 (817) 215 (115,977)
jun (2,505) 0.5041 (1,263) 184 (564,726) (1,388) 0.5041 (700) 184 (116,676)
jul (2,505) 0.4219 (1,057) 154 (565,783) (1,388) 0.4219 (585) 154 (117,262)
aug (2,505) 0.3370 (844) 123 (566,627) (1,388) 0.3370 (468) 123 (117,729)
sep (2,505) 0.2521 (632) 92 (567,259) (1,388) 0.2521 (350) 92 (118,079)
oct (2,505) 0.1699 (426) 62 (567,685) (1,388) 0.1699 (236) 62 (118,315)
nov (2,505) 0.0849 (213) 31 (567,897) (1,388) 0.0849 (118) 31 (118,433)
dec (2,505) 0.0027 (7) 1 _(567,904) (1,388) 0.0027 (4) 1 (118,437)
Prorated Additions (13,880) (7,687)
Beginning of year balance (554,025) (110,749)
Prorated end of year balance (567,904) (118,437)
Average (560,964) (114,593)
GENERATION SONGS
365 365
(69,193) -
jan (571) 0.9178 (524) 335 (69,717) - 0.9178 - 335 -
feb (571) 0.8329 (476) 304 (70,193) - 0.8329 - 304 -
mar (571) 0.7562 (432) 276  (70,625) - 0.7562 - 276 -
apr (571) 0.6712 (383) 245  (71,008) - 0.6712 - 245 -
may (571) 0.5890 (337) 215 (71,345) - 0.5890 - 215 -
jun (571) 0.5041 (288) 184  (71,633) - 0.5041 - 184 -
jul (571) 0.4219 (241) 154 (71,874) - 0.4219 - 154 -
aug (571) 0.3370 (193) 123 (72,067) - 0.3370 - 123 -
sep (571) 0.2521 (144) 92 (72,211) - 0.2521 - 92 -
oct (571) 0.1699 (97) 62 (72,308) - 0.1699 - 62 -
nov (571) 0.0849 (49) 31 (72,356) - 0.0849 - 31 -
dec (571) 0.0027 (2) 1 (72,358) - 0.0027 - 1 -
Prorated Additions (3,165) -
Beginning of year balance (69,193) -
Prorated end of year balance (72,358) -
Average (70,775) -
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NET OPERATING LOSS

BOOK INCOME BEFORE TAXES
ADD BACK DEPRECIATION
BOOK INCOME BEFORE TAXES AND DEPRECIATION

FEDERAL ADJUSTMENTS

FED ADJ OTHER THAN INTEREST AND PY CCFT
FIXED CHARGES - OPERATING (INTEREST EXPENSE)
PY CCFT

ADD BACK BLM TAX DEPRECIATION

SUBTRACT TAX DEPRECIATION (BONUS)

TOTAL FEDERAL TAX ADJUSTMENTS

FEDERAL TAXABLE INCOME/(LOSS)

FEDERAL TAX RATE

TAX LIABILITY / (UN-UTILIZED DTL)

UN-UTILIZED DTL CARRIED BACK TO 2015

UN-UTILIZED DTL CARRIED BACK TO 2016

DTL CARRIED FWD FROM PRIOR YRS & UTILIZED THIS YR
UN-UTILIZED DTL CARRIED FWD FROM PRIOR YRS
UN-UTILIZED DTL CARRIED FORWARD TO FUTURE YEARS

FEDERAL TAX DEPRECIATION:
DEPRECIATION ON PRE-2016 VINTAGES
DEPRECIATION ON 2017 ADDITIONS
DEPRECIATION ON 2018 ADDITIONS
DEPRECIATION ON 2019 CAPITAL ADDITIONS

San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

TOTAL TAX DEPRECIATION

2017
ED GAS  3ENERATIO! SONGS Total
390,163 78,434 79,390 0 547,987
330,648 64,488 46,292 - 441,427
720,810 142,922 125,681 0 989,414
(364,026) (75,726)  (46,560) - (486,312)
(81,407) (17,294)  (14,921) - (113,622)
(15,857) (1,908) (2,721) - (20,486)
242,709 45,900 43,057 - 331,667
(333,437) (94,707)  (63,345) - (491,490)
(552,017)  (143,735)  (84,491) - (780,243)
168,793 (813) 41,191 0 209,171
35% 35% 35% 35% 35%
59,078 (285) 14,417 0 73,210
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
0 0 0 0 0
(172,065) (42,723)  (45,837) - (260,625)
(161,372) (51,984)  (17,508) - (230,865)
(333,437) (94,707)  (63,345) N (491,490)
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San Diego Gas & Electric Company
2016 Deferred taxes

ED GAS GENERATION SONGS
Deferred Tax Balance @ 12/31/2015 (532,348) (97,547) (64,097) -
Deferred Tax Balance @ 12/31/2016 (554,025) (110,749) (69,193) -
Weighted Average Deferred Tax Balance (543,186) (104,148) (66,645) -

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
Page 39 of 78 2016DEFTAXES





BOOK INCOME BEFORE TAXES
ADD BACK DEPRECIATION
BOOK INCOME BEFORE TAXES AND DEPRECIATION

FEDERAL ADJUSTMENTS

FED ADJ OTHER THAN INTEREST AND PY CCFT
FIXED CHARGES - OPERATING (INTEREST EXPENSE)
PY CCFT

ADD BACK BLM TAX DEPRECIATION (Recorded)
SUBTRACT TAX DEPRECIATION (INCL. BONUS)
TOTAL FEDERAL TAX ADJUSTMENTS

FEDERAL TAXABLE INCOME/(LOSS)

FEDERAL TAX RATE

TAXLIABILITY / (UN-UTILIZED DTL)

UN-UTILIZED DTL CARRIED BACK TO 2014

UN-UTILIZED DTL CARRIED BACK TO 2015

DTL CARRIED FWD FROM PRIOR YRS & UTILIZED THIS YR
UN-UTILIZED DTL CARRIED FWD FROM PRIOR YRS
UN-UTILIZED DTL CARRIED FORWARD TO FUTURE YEARS

FEDERAL TAX DEPRECIATION (Recorded):

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves

San Diego Gas & Electric Company

2nd Revised Tax Workpapers

462,051

407,147

869,198

(487,370)

(106,018)
(48,316)
315,196

(490,556)

(817,064)

52,134
35%

18,247

(=] [eNeNeNe]

(490,556)

2019 GRC - APP
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San Diego Gas & Electric Company

2nd Revised Tax Workpapers

RateMaking Federal Deferred Tax Depreciation

2019 GRC - APP

ELECTRIC DISTRIBUTION 2017 2018 2019
Depreciation on 1981 - 2016 Vintages 172,065 158,323 136,877
2017 Additions - Depr 161,372 28,460 25,108
2018 Additions - Depr 24,606 43,310
2019 Additions - Depr 37,968
Total Ratemaking Fed Deferred Depr 333,437 211,388 243,264
GAS 2017 2018 2019
Depreciation on 1981 - 2016 Vintages 42,723 38,854 33,029
2017 Additions - Depr 51,984 10,553 9,193
2018 Additions - Depr 6,640 11,894
2019 Additions - Depr 9,306
Total Ratemaking Fed Deferred Depr 94,707 56,047 63,423
GENERATION 2017 2018 2019
Depreciation on 1981 - 2016 Vintages 45,837 45,233 44,411
2017 Additions - Depr 17,508 1,552 1,400
2018 Additions - Depr 15,202 28,889
2019 Additions - Depr 810
Total Ratemaking Fed Deferred Depr 63,345 61,987 75,509
SONGS 2017 2018 2019

Depreciation on 1981 - 2016 Vintages

2017 Additions - Depr
2018 Additions - Depr
2019 Additions - Depr

Total Ratemaking Fed Deferred Depr

SDG&ETAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
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San Diego Gas & Electric Company

2019 Rate-Making Federal Depr

on Capital

FEDERAL DEPRECIATION CALCULATION

METHOD >>>>>>>>>>>>>>>>>
LIFE  >>>>>>>>>>>>>>>>>

30% BONUS DEPRECIATION

ADDITIONS
AFUDC
CAP. INT. & TAXES
REPAIRS
SOFTWARE
BONUS DEPR
TAX BASIS

YR 1 RATE
DEPR.

YR 2 RATE
DEPR.

YR 3 RATE
DEPR.

YR 4 RATE
DEPR.

YR 5 RATE
DEPR.

YR 6 RATE
DEPR.

YR 7 RATE
DEPR.

YR 8 RATE
DEPR.

San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

150DB 150DB 150DB 200DB 200DB 150DB SL 150DB S/IL S/IL 150DB 150DB
20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL Bonus Depreciation Input: 0%
Common Allocation
770,869 17,616 0 14,220 11,832 56,879 0 164,724 0 0 4,976 12,492 1,053,608 0 1,053,608 Common Furniture 10%
(19,047) (923) 0 (497) (464) (1,989) 0 (851) 0 0 (32) (71) (23,873) 0 (23,873) Common Other 40%
12,657 613 0 330 308 1,322 0 565 0 0 21 47 15,864 0 15,864 Common Structures 50%
(154,445) (4,645) 0 0 0 0 0 (9,033) 0 0 0 0 (168,123) 0 (168,123)
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0
610,034 12,661 0 14,053 11,676 56,211 0 155,406 0 0 4,965 12,469 877,475 0 877,475
3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
22,876 633 0 2,008 2,335 2,108 0 5,828 0 0 186 623 36,598 2019
7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
44,038 1,203 0 3,442 3,736 4,058 0 11,219 0 0 358 1,185 69,239 2020
6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
40,732 1,083 0 2,458 2,242 3,753 0 10,376 0 0 332 1,066 62,041 2021
6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
37,682 975 0 1,755 1,345 3472 0 9,599 0 0 307 960 56,095 2022
5.71% 6.93% 6.93% 8.93% 11.52% 5.71% 2.56% 5.71% 0.00% 0.00% 5.71% 6.93%
34,851 877 0 1,255 1,345 3,211 0 8,878 0 0 284 864 51,566 2023
5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
32,240 789 0 1,254 673 2,971 0 8,213 0 0 262 77 47,178 2024
4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
29,818 747 0 1,255 0 2,748 0 7,596 0 0 243 736 43,143 2025
4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
27,586 747 0 627 0 2,542 0 7,027 0 0 225 736 39,489 2026
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San Diego Gas & Electric Company

2019 Rate-Making Federal Depreciation on Capital
100% BONUS DEPRECIATION
METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB 150DB SL 150DB S/IL S/IL 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15 Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL
ADDITIONS 0 134 0 0 0 0 0 0 0 0 0 0 134 0 134
AFUDC 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
CAP. INT. & TAXES 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
REPAIRS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
BONUS DEPR 0 0 0 0 0 0 0 0 0 0 0
TAX BASIS 0 134 0 0 0 0 0 0 0 0 0 0 134 0 134
YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
DEPR. 0 7 0 0 0 0 0 0 0 0 0 0 7 2019
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
DEPR. 0 13 0 0 0 0 0 0 0 0 0 0 13 2020
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
DEPR. 0 1" 0 0 0 0 0 0 0 0 0 0 1" 2021
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
DEPR. 0 10 0 0 0 0 0 0 0 0 10 2022
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 571% 2.56% 571% 0.00% 0.00% 571% 6.93%
DEPR. 0 9 0 0 0 0 0 0 0 0 9 2023
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
DEPR. 0 8 0 0 0 0 0 0 0 0 8 2024
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
DEPR. 0 8 0 0 0 0 0 0 0 8 2025
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
DEPR. 0 8 0 0 0 0 0 0 0 8 2026
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San Diego Gas & Electric Company

2019 GRC - APP

2nd Revised Tax Workpapers

2019 Rate-Making Federal Depr on Capital
MACRS DEPRECIATION
METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB 150DB SL 150DB S/IL S/IL 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15 Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL
ADDITIONS 0 134 0 0 0 0 71,098 0 14,300 61,215 0 0 146,748 32,292 179,039
AFUDC 0 0 0 0 0 0 (2,486) 0 (360) (6,425) 0 0 (9.271) (1,003) (10,274)
CAP. INT. & TAXES 0 0 0 0 0 0 1,652 0 239 4,269 0 0 6,161 666 6,827
REPAIRS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 (12,058) (29,241) 0 0 (41,299) (6,211) (47,510)
0 0
TAX BASIS 0 134 0 0 0 0 70,264 0 2,122 29,819 0 0 102,338 25,744 128,082
YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
DEPR. 0 7 0 0 0 0 827 0 707 9,939 0 0 11,479 2019
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
DEPR. 0 13 0 0 0 0 1,802 0 707 9,939 0 0 12,460 2020
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
DEPR. 0 1" 0 0 0 0 1,802 0 707 9,939 0 0 12,459 2021
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
DEPR. 0 10 0 0 0 0 1,802 0 0 0 1,812 2022
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 571% 2.56% 571% 0.00% 0.00% 571% 6.93%
DEPR. 0 9 0 0 0 0 1,802 0 0 0 1,811 2023
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
DEPR. 0 8 0 0 0 0 1,802 0 0 0 1,810 2024
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
DEPR. 0 8 0 0 0 1,802 0 0 0 1,809 2025
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
DEPR. 0 8 0 0 0 1,802 0 0 0 1,809 2026
Check: Cap Ads 663,807
1,232,781
(568,974)
AFUDC (26,202)
(34,147)
7,945
Cap Int 10,535
22,691
(12,156)
Software (23,478)
(168,123)
144,645
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San Diego Gas & Electric Company

2018 Rate-Making Federal Depr

on Capital

FEDERAL DEPRECIATION CALCULATION

METHOD >>>>>>>>>>>>>>>>>
LIFE  >>>>>>>>>>>>>>>>>

40% BONUS DEPRECIATION

ADDITIONS
AFUDC
CAP. INT. & TAXES
REPAIRS
SOFTWARE
BONUS DEPR
TAX BASIS

YR 1 RATE
DEPR.

YR 2 RATE
DEPR.

YR 3 RATE
DEPR.

YR 4 RATE
DEPR.

YR 5 RATE
DEPR.

YR 6 RATE
DEPR.

YR 7 RATE
DEPR.

YR 8 RATE
DEPR.

150DB

150DB

San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

150DB 200DB 200DB 150DB SL 150DB S/IL S/IL 150DB 150DB
20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL Bonus Depreciation Input: 0%
Common Allocation
579,748 14,231 0 8,717 11,881 34,867 0 113,512 0 0 4,490 300,724 1,068,170 0 1,068,170 Common Furniture 10%
(16,819) (81) 0 (361) (436) (1,443) 0 (574) 0 0 (29) (117) (19,859) 0 (19,859) Common Other 40%
11,176 54 0 240 290 959 0 381 0 0 19 7 13,196 0 13,196 Common Structures 50%
(118,058) (4,645) 0 0 0 0 0 (9,033) 0 0 0 0 (131,736) 0 (131,736)
0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
0 0 0 0 0 0 0 0 0 0 0
456,047 9,558 0 8,596 11,735 34,383 0 104,287 0 0 4,480 300,685 929,771 0 929,771
3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
17,102 478 0 1,228 2,347 1,289 0 3.911 0 0 168 15,034 41,557 2018
7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
32,922 908 0 2,105 3,755 2,482 0 7.528 0 0 323 28,565 78,589 2019
6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
30,450 817 0 1,503 2,253 2,296 0 6,963 0 0 299 25,709 70,291 2020
6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
28,170 736 0 1,074 1,352 2,124 0 6,442 277 23,153 63,327 2021
5.71% 6.93% 6.93% 8.93% 11.52% 5.71% 2.56% 5.71% 0.00% 0.00% 5.71% 6.93%
26,054 662 0 768 1,352 1,964 0 5,958 256 20,837 57,851 2022
5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
24,102 595 0 767 676 1,817 0 5,512 237 18,733 52,438 2023
4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
22,292 564 0 768 1,681 0 5,098 219 17,740 48,361 2024
4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
20,622 564 0 383 1,555 0 4,716 203 17,740 45,783 2025
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2018 Rate-Making Federal Depreciation on Capital
100% BONUS DEPRECIATION
METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB 150DB SL 150DB S/IL S/IL 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15 Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL
ADDITIONS 0 190 0 0 0 0 0 0 0 0 0 0 190 0 190
AFUDC 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
CAP. INT. & TAXES 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
REPAIRS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
BONUS DEPR 0 0 0 0 0 0 0 0 0 0 0
TAX BASIS 0 190 0 0 0 0 0 0 0 0 0 0 190 0 190
YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
DEPR. 0 9 0 0 0 0 0 0 0 0 0 0 9 2018
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
DEPR. 0 18 0 0 0 0 0 0 0 0 0 0 18 2019
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
DEPR. 0 16 0 0 0 0 0 0 0 0 0 0 16 2020
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
DEPR. 0 15 0 0 0 0 0 0 0 0 15 2021
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 571% 2.56% 571% 0.00% 0.00% 5.71% 6.93%
DEPR. 0 13 0 0 0 0 0 0 0 0 13 2022
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
DEPR. 0 12 0 0 0 0 0 0 0 0 12 2023
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
DEPR. 0 1" 0 0 0 0 0 0 0 1" 2024
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
DEPR. 0 1" 0 0 0 0 0 0 0 1" 2025
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San Diego Gas & Electric Company

2018 Rate-Making Federal Depreciation on Capital
MACRS DEPRECIATION
METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB 150DB SL 150DB S/IL S/IL 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15 Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL
ADDITIONS 0 190 0 0 0 0 43,583 0 21,343 58,101 0 0 123,217 44,849 168,066
AFUDC 0 0 0 0 0 0 (1,804) 0 (687) (1,882) 0 0 (4,373) (1,559) (5,932)
CAP. INT. & TAXES 0 0 0 0 0 0 1,199 0 456 1,250 0 0 2,906 1,036 3,942
REPAIRS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 (19,119) (46,364) 0 0 (65,484) (9,848) (75,332)
0 0
TAX BASIS 0 190 0 0 0 0 42,978 0 1,993 11,105 0 0 56,267 34,477 90,744
YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
DEPR. 0 9 0 0 0 0 506 0 664 3,701 0 0 4,881 2018
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
DEPR. 0 18 0 0 0 0 1,102 0 664 3,701 0 0 5,486 2019
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
DEPR. 0 16 0 0 0 0 1,102 0 664 3,701 0 0 5,484 2020
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
DEPR. 0 15 0 0 0 0 1,102 0 0 0 1,117 2021
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 571% 2.56% 571% 0.00% 0.00% 5.71% 6.93%
DEPR. 0 13 0 0 0 0 1,102 0 0 0 1,115 2022
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
DEPR. 0 12 0 0 0 0 1,102 0 0 0 1,114 2023
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
DEPR. 0 1" 0 0 0 1,102 0 0 0 1,113 2024
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
DEPR. 0 1" 0 0 0 1,102 0 0 0 1,113 2025
Check: Cap Ads 672,212
1,236,426
(564,214)
AFUDC (26,675)
(25,791)
(884)
Cap Int 10,838
17,138
(6,300)
Software: (79,742)
(131,736)
51,994

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
Page 47 of 78 2018RMFedDeprOnAdds





San Diego Gas & Electric Company
2019 GRC - APP
2nd Revised Tax Workpapers

San Diego Gas & Electric Company
2017 Rate-Making Federal Depreciation on Capital

FEDERAL DEPRECIATION CALCULATION

METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB SL SL 150DB 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL Bonus Depreciation Input: 50%

50% BONUS DEPRECIATION

Common Allocation

ADDITIONS 424,845 19,172 0 10,755 38,981 43,019 0 111,579 0 0 2,951 31,064 682,367 0 682,367 Common Furniture 10%
AFUDC (6,262) (116) 0 (325) (2,025) (1,301) 0 (608) 0 0 (20) (1,860) (12,516) 0 (12,516) Common Other 40%
CAP. INT. & TAXES 4,161 77 0 216 1,345 864 0 404 0 0 13 1,236 8,317 0 8,317 Common Structures 50%
REPAIRS (76,708) (4,645) 0 0 0 0 0 (9,033) 0 0 0 0 (90,386) 0 (90,386)
SOFTWARE 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
BONUS DEPR (111,696) (3,736) 0 (5,323) (19,151) (21,291) 0 (28,635) 0 0 (1.472) (15,220) (206,524) (206,524)
TAX BASIS 234,341 10,753 0 5,323 19,151 21,291 0 73,707 0 0 1,472 15,220 381,259 0 381,259

YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%

DEPR. 8,788 538 0 761 3.830 798 0 2,764 0 0 55 761 18,295 2017
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%

DEPR. 16,917 1,021 0 1,304 6,128 1,537 0 5,321 0 0 106 1,446 33,781 2018
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%

DEPR. 15,647 919 0 931 3.677 1,422 0 4,921 0 0 98 1,301 28,917 2019
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%

DEPR. 14,475 828 0 665 2,206 1,315 0 4,553 0 0 91 1,172 25,305 2020
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 5.71% 2.56% 5.71% 0.00% 0.00% 571% 6.93%

DEPR. 13,388 745 0 475 2,206 1,216 0 4,211 0 0 84 1,055 23,381 2021
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%

DEPR. 12,385 670 0 475 1,103 1,125 0 3,895 0 0 78 948 20,679 2022
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%

DEPR. 11,455 634 0 475 0 1,041 0 3,603 0 0 72 898 18,178 2023
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%

DEPR. 10,597 634 0 237 0 963 0 3,333 0 0 67 898 16,729 2024
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2017 Rate-Making Federal Depr on Capital
100% BONUS DEPRECIATION
METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB SL SL 150DB 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15 Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL
ADDITIONS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
AFUDC 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
CAP. INT. & TAXES 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
REPAIRS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
BONUS DEPR 0 0 0 0 0 0 0 0 0 0 0 0 0 0
TAX BASIS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
DEPR. 0 0 0 0 0 0 0 0 0 0 0 0 0 2017
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
DEPR. 0 0 0 0 0 0 0 0 0 0 0 0 0 2018
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
DEPR. 0 0 0 0 0 0 0 0 0 0 0 0 0 2019
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
DEPR. 0 0 0 0 0 0 0 0 0 0 0 2020
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 571% 2.56% 571% 0.00% 0.00% 5.71% 6.93%
DEPR. 0 0 0 0 0 0 0 0 0 0 0 2021
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
DEPR. 0 0 0 0 0 0 0 0 0 0 0 2022
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
DEPR. 0 0 0 0 0 0 0 0 0 0 2023
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
DEPR. 0 0 0 0 0 0 0 0 0 0 2024
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San Diego Gas & Electric Company

2017 Rate-Making Federal Depreciation on Capital
MACRS DEPRECIATION
METHOD  >>>>>>>>>>>>>>>>> 150DB 150DB 150DB 200DB 200DB SL SL 150DB 150DB 150DB
LIFE S>>>>>>>>>>>>>>>> 20 Yr 15 Yr 15 Yr 7Yr 5Yr 20 Yr 39 Yr 20 Yr 3Yr 3Yr 20 Yr 15 Yr
ELECTRIC  GAS Prod. Common  CommonIT ~ Common Common GAS Gas ED Generation ~ Generation Sub-
Distrib Stor. & Tr SONGS Furniture Hardware Other Structures DIST Software Software Steam Other Total Other TOTAL
ADDITIONS 0 0 0 0 0 0 53,774 0 27,815 71,567 0 0 153,156 38,018 191,174
AFUDC 0 0 0 0 0 0 (1,626) 0 (1,069) (2,946) 0 0 (5,642) (1,390) (7,032)
CAP. INT. & TAXES 0 0 0 0 0 0 1,081 0 711 1,958 0 0 3,749 923 4,673
REPAIRS 0 0 0 0 0 0 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 (23,876) (57,899) 0 0 (81,775) (12,299) (94,073)
0 0
TAX BASIS 0 0 0 0 0 0 53,229 0 3,581 12,679 0 0 69,488 25,253 94,741
YR 1 RATE 3.75% 5.00% 5.00% 14.29% 20.00% 3.75% 1.18% 3.75% 33.33% 33.33% 3.75% 5.00%
DEPR. 0 0 0 0 0 0 627 0 1,193 4,226 0 0 6,046 2017
YR 2 RATE 7.22% 9.50% 9.50% 24.49% 32.00% 7.22% 2.56% 7.22% 33.33% 33.33% 7.22% 9.50%
DEPR. 0 0 0 0 0 0 1,365 0 1,193 4,226 0 0 6,784 2018
YR 3 RATE 6.68% 8.55% 8.55% 17.49% 19.20% 6.68% 2.56% 6.68% 33.33% 33.33% 6.68% 8.55%
DEPR. 0 0 0 0 0 0 1,365 0 1,193 4,226 0 0 6,784 2019
YR 4 RATE 6.18% 7.70% 7.70% 12.49% 11.52% 6.18% 2.56% 6.18% 0.00% 0.00% 6.18% 7.70%
DEPR. 0 0 0 0 0 0 1,365 0 0 0 1,365 2020
YR 5 RATE 5.71% 6.93% 6.93% 8.93% 11.52% 571% 2.56% 571% 0.00% 0.00% 5.71% 6.93%
DEPR. 0 0 0 0 0 0 1,365 0 0 0 1,365 2021
YR 6 RATE 5.29% 6.23% 6.23% 8.92% 5.76% 5.29% 2.56% 5.29% 0.00% 0.00% 5.29% 6.23%
DEPR. 0 0 0 0 0 0 1,365 0 0 0 1,365 2022
YR 7 RATE 4.89% 5.90% 5.90% 8.93% 0.00% 4.89% 2.56% 4.89% 0.00% 0.00% 4.89% 5.90%
DEPR. 0 0 0 0 0 1,365 0 0 0 1,365 2023
YR 8 RATE 4.52% 5.90% 5.90% 4.46% 0.00% 4.52% 2.56% 4.52% 0.00% 0.00% 4.52% 5.90%
DEPR. 0 0 0 0 0 1,365 0 0 0 1,365 2024
Check: Cap Ads 653,966
873,541
(219,575)
AFUDC (19,727)
(19,548)
(179)
Cap Int 6,390
12,990
(6,600)
Software: (42,297)
(90,386)
48,089
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2017 - 2019 Capitalized Interest Adjt at
DR/(CR)
2017 2018 2019
Capitalized Interest Addback ED GAS GENERATION SONGS ED GAS GENERATION SONGS ED GAS GENERATION SONGS
1 Excluded from Ratemaking BLM 4,301 1,108 625 0 7,165 838 48 0 9,742 1,236 34 0
35% 35% 35% 35% 21% 35% 35% 35% 21% 35% 35% 35%
1,505 388 219 0 1,505 293 17 0 2,046 433 12 0
2 Excluded from Ratemaking State 4,301 1,108 625 0 7,165 838 48 0 9,742 1,236 34 0
5.746% 5.746% 5.746% 5.746% 6.984% 6.984% 6.984% 6.984% 6.984% 6.984% 6.984% 6.984%
247 64 36 0 500 59 3 0 680 86 2 0
3 Federal Depreciation (161) (55) (23) 0 (579) (137) (47) 0 (1,170) (202) (46) 0
35% 35% 35% 35% 35% 35% 35% 35% 35% 35% 35% 35%
(56) (19) (8) 0 (203) (48) (16) 0 (409) (71) (16) 0
4 State Depreciation (123) (32) (18) 0 (444) (85) (36) 0 (901) (140) (36) 0
5.746% 5.746% 5.746% 5.746% 6.984% 6.984% 6.984% 6.984% 6.984% 6.984% 6.984% 6.984%
@) 2 (1) 0 (31) (6) ) 0 (63) (10) ) 0
Total 86 TRA - Capitalized Interest Adjustment 1,689 | 430 | 245 | 0] 1,771 | 298 | 1] 0] 2,254 | 439 | 5)] 0]
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San Diego Gas & Electric Company
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Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 161 310 287 266 246 227 210
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 123 239 225 212 200 189 178
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2018 7,165
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 269 517 478 443 409 379 350
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 205 398 375 354 333 315 297
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2019 9,742
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 365 703 650 602 557 515 476
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 279 541 510 481 453 428 403
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
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San Diego Gas & Electric Company
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Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 55 105 95 85 77 69 65
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07695 0.06926 0.06233 0.05900
STATE Return 32 61 58 55 52 49 46
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2018 838
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 31 60 56 52 48 44 1
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 24 47 44 4 39 37 35
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2019
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 46 89 83 76 71 65 60
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 35 69 65 61 57 54 51
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
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2017

San Diego Gas & Electric Company
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Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 23 45 42 39 36 33 31
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 18 35 33 31 29 27 26
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2018
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 2 3 3 3 3 3 2
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 1 3 3 2 2 2 2
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2019
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 1 2 2 2 2 2 2
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 1 2 2 2 2 1 1
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
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SONGS
2017
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 0 0 0 0 0 0 0
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2018 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 0 0 0 0 0 0 0
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
2019 I
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[20Yr DDB/SL] Factor >>> 0.03750 0.07219 0.06677 0.06177 0.05713 0.05285 0.04888
STATE Return 0 0 0 0 0 0 0
[35Yr 200DDB/SL] Factor >>> 0.02860 0.05550 0.05230 0.04940 0.04650 0.04390 0.04140
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San Diego Gas & Electric Company
Total Deferred Taxes on Shared Services

SHARED SERVICES SHARED SERVICES SHARED SERVICES SHARED SERVICES SHARED SERVICES SHARED SERVICES
COMMON FUR & COMM COMMON COMPUTERS COMMON STRCTRS COMMON SOFTWARE ELECTRIC TELECOM GAS TELECOM
Weighted Average Deferred Tax Balance - 2016 (407) 109 12,615 (76) (63) -
Weighted Average Deferred Tax Balance - 2017 (427) 7 13,040 (89) (64) -
Weighted Average Deferred Tax Balance - 2018 (409) (348) 13,644 (147) (60) -
Weighted Average Deferred Tax Balance - 2019 (396) (446) 13,903 (179) (59) -
Ending Deferred Tax Balance - 2016 (432) 107 12,878 (75) (65) -
Ending Deferred Tax Balance - 2017 (411) (324) 13,582 (138) (61) -
Ending Deferred Tax Balance - 2018 (401) (425) 13,852 177) (59) -
Ending Deferred Tax Balance - 2019 (380) (516) 14,075 (185) (57) -
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2019 Deferred Taxes on Shared Services

DEFERRED TAX BALANCE @ 12/31/2018

RM BLM 2019 DEPR ON 1981-2016 VINTAGES
RM FED TAX 2019 DEPR ON 1981-2016 VINTAGES

2019 FORECASTED CAPITAL ADDITIONS

2019 RM BLM DEPRECIATION ON 2017 - 2019 CAPITAL ADDITIONS
2019 RM TAX DEPRECIATION ON 2017 - 2019 CAPITAL ADDITIONS

TAX RATE

DEFERRED TAX ON CAPITAL ADDITIONS - DR./ (CR.)

DEFERRED TAX ON CAPITAL ADDITIONS AND 2016 ADJUSTMENTS

1986 TRA - CAPITALIZED INTEREST

OTHER ADJUSTMENTS

DEFERRED TAX BALANCE @ 12/31/2019

WEIGHTED AVERAGE DEFERRED TAX BALANCE DR/(CR)

SHARED SERVICES
COMMON FUR &

San Diego Gas & Electric Company

2019 GRC - APP

2nd Revised Tax Workpapers

SHARED SERVICES
COMMON COMPUTERS

SHARED SERVICES
COMMON STRCTRS

SHARED SERVICES
COMMON SOFTWARE

SHARED SERVICES
ELECTRIC TELECOM

comm
(401) (425) 13,852 177) (59)
168 (109) 4,602 139 18
129 (18) 4,889 174 13
39 (91) (287) (35) 5
21% 21% 21% 21% 21%
8 (19) (60) (7) 1
153 4,610 26,354 - 8
(16) 1,413 1,912 - (@]
(75) 1,825 1065 0 “)
59 (412) 848 - 3
21% 21% 21% 21% 21%
12 (86) 178 - 1
12 (86) 178 - 1
- 15 105 - -
380 516 14,075 185, (57)
(396) (446) 13,903 (179) (59)
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San Diego Gas & Electric Company
2019 Deferred Taxes on Shared Services

BOOK DEPRECIATION (16) 1,441 1,960 - (W] -
BLM BOOK TO TAX RATIO 100.00% 98.01% 97.55% 0.00% 100.00% 0.00%
SHARED SERVICESCOMMON FUR & COMM SHARED SERVICESCOMMON COMPUTERS SHARED SERVICESCOMMON STRCTRS
366 366 366
(401) (425) 13,852
jan 2 0.9153 2 335 (399) 8) 0.9153 7) 335 (432) 19 0.9153 17 335 13,869
feb 2 0.8306 1 304 (398) 8) 0.8306 (6) 304 (438) 19 0.8306 15 304 13,884
mar 2 0.7541 1 276 (396) 8) 0.7541 (6) 276 (444) 19 0.7541 14 276 13,898
apr 2 0.6694 1 245 (395) 8) 0.6694 (5) 245 (449) 19 0.6694 12 245 13,911
may 2 0.5874 1 215 (394) 8) 0.5874 4) 215 (453) 19 0.5874 11 215 13,922
jun 2 0.5027 1 184 (393) 8) 0.5027 4) 184 (457) 19 0.5027 9 184 13,931
jul 2 0.4208 1 154 (393) 8) 0.4208 3) 154 (460) 19 0.4208 8 154 13,939
aug 2 0.3361 1 123 (392) 8) 0.3361 3) 123 (463) 19 0.3361 6 123 13,945
sep 2 0.2514 0 92 (392) (8) 0.2514 (2) 92 (465) 19 0.2514 5 92 13,950
oct 2 0.1694 0 62 (391) (8) 0.1694 (1) 62 (466) 19 0.1694 3 62 13,953
nov 2 0.0847 0 31 (391) (8) 0.0847 (1) 31 (467) 19 0.0847 2 31 13,954
dec 2 0.0027 0 1 (391) (8) 0.0027 (0) 1 (467) 19 0.0027 0 1 13,954
Prorated Additions 9 (42) 103
Beginning of year balance (401) (425) 13,852
Prorated end of year balance (391) (467) 13,954
Average 396 446 13,903
SHARED SERVICESCOMMON SOFTWARE SHARED SERVICESELECTRIC TELECOM SHARED SERVICESGAS TELECOM
366 366 366
77) (59) R
(1) 09153 1) 335 (178) 0 0.9153 0 335 (59) - 0.9153 - 335 -
(1)  0.8306 1) 304 (178) 0 0.8306 0 304 (59) - 0.8306 - 304 -
(1) 0.7541 (0) 276 (179) 0 0.7541 0 276 (59) - 0.7541 - 276 -
(1) 0.6694 (0) 245 (179) 0 0.6694 0 245 (59) - 0.6694 - 245 -
(1) 05874 (0) 215 (180) 0 0.5874 0 215 (59) - 0.5874 - 215 -
(1) 05027 (0) 184 (180) 0 0.5027 0 184 (59) - 0.5027 - 184 -
(1)  0.4208 (0) 154 (180) 0 0.4208 0 154 (58) - 0.4208 - 154 -
(1) 0.3361 (0) 123 (180) 0 0.3361 0 123 (58) - 0.3361 - 123 -
(1) 0.2514 (0) 92 (181) 0 0.2514 0 92 (58) - 0.2514 - 92 -
(1) 0.1694 (0) 62 (181) 0 0.1694 0 62 (58) - 0.1694 - 62 -
(1) 0.0847 (0) 31 (181) 0 0.0847 0 31 (58) - 0.0847 - 31 -
(1) 0.0027 (0) 1 (181) 0 0.0027 0 1 (58) - 0.0027 - 1 -
Prorated Additions (3) 1 -
Beginning of year balance (177) (59) -
Prorated end of year balance (181) (58) -
Average 179 59 -
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SHARED SERVICES SHARED SERVICES SHARED SERVICES SHARED SERVICES SHARED SERVICES SHARED SERVICES
COMMON FUR & COMM COMMON COMPUTERS COMMON STRCTRS COMMON SOFTWARE ELECTRIC TELECOM GAS TELECOM
DEFERRED TAX BALANCE @ 12/31/2017 @11) (324) 13,582 (138) (61) -
RM BLM 2018 DEPR ON 1981-2016 VINTAGES 192 (124) 5,260 159 20 -
RM FED TAX 2018 DEPR ON 1981-2016 VINTAGES 174 34 4,890 348 14 -
18 (90) 370 (189) 6 -
21% 21% 21% 21% 21% 21%
4 (19) 78 (40) 1 -
2018 FORECASTED CAPITAL ADDITIONS 159 2,138 7,850 - (8) -
2018 RM BLM DEPRECIATION ON 2017 - 2018 CAPITAL ADDITIONS (12) 388 1,611 - ™) -
2018 RM TAX DEPRECIATION ON 2017 - 2018 CAPITAL ADDITIONS (43) 816 958 0 @) 0
31 (427) 653 - 2 -
TAX RATE 21% 21% 21% 21% 21% 21%
DEFERRED TAX ON CAPITAL ADDITIONS - DR./ (CR.) 6 (90) 137 - 0 -
DEFERRED TAX ON CAPITAL ADDITIONS AND 2016 ADJUSTMENTS 6 (90) 137 - 0 -
1986 TRA - CAPITALIZED INTEREST - 8 55 - - -
OTHER ADJUSTMENTS - - . B
DEFERRED TAX BALANCE @ 12/31/2018 401 425 13,852 177 (59) -
WEIGHTED AVERAGE DEFERRED TAX BALANCE DR/(CR) (409) (348) 13,644 (147) (60) -
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San Diego Gas & Electric Company
2018 Deferred Taxes on Shared Services

BOOK DEPRECIATION (12) 398 1,681 - (1) -
BLM BOOK TO TAX RATIO 100.00% 97.51% 95.85% 0.00% 100.00% 0.00%
SHARED SERVICESCOMMON FUR & COMM SHARED SERVICESCOMMON COMPUTERS SHARED SERVICESCOMMON STRCTRS
365 365 365
(411) (324) 13,582
jan 1 0.9178 1 335 (410) (8) 0.9178 (8) 335 (332) 23 0.9178 21 335 13,602
feb 1 0.8329 1 304 (409) (8)  0.8329 7 304 (339) 23 0.8329 19 304 13,621
mar 1 0.7562 1 276 (409) (8) 0.7562 (6) 276 (345) 23 0.7562 17 276 13,638
apr 1 0.6712 1 245 (408) (8) 06712 (6) 245 (351) 23 0.6712 15 245 13,653
may 1 0.5890 1 215 (408) (8) 0.5890 (5) 215 (356) 23 0.5890 13 215 13,666
jun 1 0.5041 0 184 (407) (8)  0.5041 (4) 184 (360) 23 0.5041 11 184 13,678
jul 1 0.4219 0 154 (407) (8) 0.4219 (4) 154 (364) 23 0.4219 9 154 13,687
aug 1 0.3370 0 123 (407) (8)  0.3370 (3) 123 (366) 23 0.3370 8 123 13,695
sep 1 0.2521 0 92 (406) (8) 0.2521 (2) 92 (369) 23 0.2521 6 92 13,700
oct 1 0.1699 0 62 (406) (8) 0.1699 (1) 62 (370) 23 0.1699 4 62 13,704
nov 1 0.0849 0 31 (406) (8) 0.0849 (1) 31 (371) 23 0.0849 2 31 13,706
dec 1 0.0027 0 1 (406) (8) 0.0027 0) 1 (371) 23 0.0027 0 1 13,706
Prorated Additions 5 (46) 125
Beginning of year balance 411 324 13,582
Prorated end of year balance (406) (371) 13,706
Average 409 348 13,644
SHARED SERVICESCOMMON SOFTWARE SHARED SERVICESELECTRIC TELECOM SHARED SERVICESGAS TELECOM
365 365 365
(138) (61) -
3) 0.9178 (3) 335 (141) 0 0.9178 0 335 (61) - 0.9178 - 335 -
(3) 0.8329 (3) 304 (143) 0 0.8329 0 304 (60) - 0.8329 - 304 -
3) 0.7562 (3) 276 (146) 0 0.7562 0 276 (60) - 0.7562 - 276 -
(3) 0.6712 (2) 245 (148) 0 0.6712 0 245 (60) - 0.6712 - 245 -
3) 0.5890 (2) 215 (150) 0 0.5890 0 215 (60) - 0.5890 - 215 -
(3) 0.5041 (2) 184 (152) 0 0.5041 0 184 (60) - 0.5041 - 184 -
3) 0.4219 1) 154 (153) 0 0.4219 0 154 (60) - 0.4219 - 154 -
(3) 0.3370 (1) 123 (154) 0 0.3370 0 123 (60) - 0.3370 - 123 -
3) 0.2521 (1) 92 (155) 0 0.2521 0 92 (60) - 0.2521 - 92 -
(3) 0.1699 (1) 62 (156) 0 0.1699 0 62 (60) - 0.1699 - 62 -
3) 0.0849 (0) 31 (156) 0 0.0849 0 31 (60) - 0.0849 - 31 -
3) 0.0027 (0) 1 (156) 0 0.0027 0 1 (60) - 0.0027 - 1 -
Prorated Additions (18) 1 -
Beginning of year balance 138 61) -
Prorated end of year balance (156) (60) -
Average 147 60) -
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SHARED SERVICES
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SHARED SERVICES

SHARED SERVICES

SHARED SERVICES

SHARED SERVICES

SHARED SERVICES

COMMON FUR & COMM COMMON COMPUTERS COMMON STRCTRS COMMON SOFTWARE ELECTRIC TELECOM GAS TELECOM
DEFERRED TAX BALANCE @ 12/31/2016 (432) 107 12,878 (75) (65) -
ACCUMULATED RM BLM 2017 DEPR ON 1981-2016 VINTAGES 217 (140) 5,917 179 23 -
ACCUMULATED RM FED TAX 2017 DEPR ON 1981-2016 VINTAGES 247 (55) 4,930 358 15 -
(30) (85) 987 (179) 8 B
35% 35% 35% 35% 35% 35%
(11) (30) 345 (63) 3 -
2017 FORECASTED CAPITAL ADDITIONS 165 2,482 34,135 - (8) -
2017 RM BLM DEPRECIATION ON 2017 CAPITAL ADDITIONS (4) 299 1,059 - o) -
2017 RM TAX DEPRECIATION ON 2017 CAPITAL ADDITIONS (94) 1,475 398 0 (4) 0
90 (1,176) 661 - 4 .
TAX RATE 35% 35% 35% 35% 35% 35%
DEFERRED TAX ON CAPITAL ADDITIONS - DR/ (CR.) 32 (412) 231 - 2 -
DEFERRED TAX ON CAPITAL ADDITIONS AND 2016 ADJUSTMENTS 32 (412) 231 - 2 -
1986 TRA - CAPITALIZED INTEREST - 10 127 - - -
OTHER ADJUSTMENTS - - - - - -
DEFERRED TAX BALANCE @ 12/31/2017 411 324 13,582 138 (61) -
WEIGHTED AVERAGE DEFERRED TAX BALANCE DR/(CR) (427) 7 13,040 (89) (64) -
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San Diego Gas & Electric Company
2017 Deferred Taxes on Shared Services

BOOK DEPRECIATION (4) 304 1,078 - 0) -
BLM BOOK TO TAX RATIO 100.00% 98.10% 98.26% 0.00% 100.00% 0.00%
SHARED SERVICESCOMMON FUR & COMM SHARED SERVICESCOMMON COMPUTERS SHARED SERVICESCOMMON STRCTRS
365 365 365
(432) 107 12,878
jan 2 0.9178 2 335 (430) (36) 0.9178 (33) 335 74 59 0.9178 54 335 12,932
feb 2 0.8329 1 304 (429) (36) 0.8329 (30) 304 44 59 0.8329 49 304 12,981
mar 2 0.7562 1 276 (428) (36) 0.7562 (27) 276 17 59 0.7562 44 276 13,025
apr 2 0.6712 1 245 (426) (36) 0.6712 (24) 245 (7) 59 0.6712 39 245 13,064
may 2 0.5890 1 215 (425) (36) 0.5890 (21) 215 (28) 59 0.5890 35 215 13,099
jun 2 0.5041 1 184 (425) (36) 0.5041 (18) 184 (47) 59 0.5041 30 184 13,128
jul 2 0.4219 1 154 (424) (36) 0.4219 (15) 154 (62) 59 0.4219 25 154 13,153
aug 2 0.3370 1 123 (423) (36) 0.3370 (12) 123 (74) 59 0.3370 20 123 13,173
sep 2 0.2521 0 92 (423) (36) 0.2521 9) 92 (83) 59 0.2521 15 92 13,188
oct 2 0.1699 0 62 (422) (36) 0.1699 (6) 62 (89) 59 0.1699 10 62 13,198
nov 2 0.0849 0 31 (422) (36) 0.0849 (3) 31 (92) 59 0.0849 5 31 13,203
dec 2 0.0027 0 1 (422) (36)  0.0027 (0) 1 (92) 59 0.0027 0 1 13,203
Prorated Additions 10 (199) 325
Beginning of year balance 432 107 12,878
Prorated end of year balance (422) (92) 13,203
Average 427 7 13,040
SHARED SERVICESCOMMON SOFTWARE SHARED SERVICESELECTRIC TELECOM SHARED SERVICESGAS TELECOM
365 365 365
(75) (65) N
(5) 09178 (5) 335 (80) 0 0.9178 0 335 (65) - 0.9178 - 335 -
(5)  0.8329 (4) 304 (84) 0 0.8329 0 304 (64) - 0.8329 - 304 -
(5)  0.7562 (4) 276 (88) 0 0.7562 0 276 (64) - 0.7562 - 276 -
(5) 06712 (4) 245 (92) 0 0.6712 0 245 (64) - 0.6712 - 245 -
(5)  0.5890 (3) 215 (95) 0 0.5890 0 215 (64) - 0.5890 - 215 -
(5) 05041 (3) 184 (97) 0 0.5041 0 184 (63) - 0.5041 - 184 -
(5) 04219 2) 154 (100) 0 0.4219 0 154 (63) - 0.4219 - 154 -
(5)  0.3370 2) 123 (101) 0 0.3370 0 123 (63) - 0.3370 - 123 -
(5)  0.2521 (1) 92 (103) 0 0.2521 0 92 (63) - 0.2521 - 92 -
(5)  0.1699 (1) 62 (103) 0 0.1699 0 62 (63) - 0.1699 - 62 -
(5)  0.0849 (0) 31 (104) 0 0.0849 0 31 (63) - 0.0849 - 31 -
(5) _ 0.0027 (0) 1 (104) 0 0.0027 0 1 (63) - 0.0027 - 1 -
Prorated Additions (29) 2 -
Beginning of year balance 75 65, -
Prorated end of year balance (104) (63) -
Average (89) 64) -
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San Diego Gas & Electric Company
2016 Deferred Taxes on Shared Services

Deferred Tax Balance @ 12/31/2015

Deferred Tax Balance @ 12/31/2016

Weighted Average Deferred Tax Balance

SHARED SERVICES
COMMON FUR & COMM

(382)

(432)

(407)

San Diego Gas & Electric Company

2019 GRC - APP

2nd Revised Tax Workpapers

SHARED SERVICES
COMMON COMPUTERS

111

107

109

SHARED SERVICES
COMMON STRCTRS

12,351

12,878

12,615
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(60)
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San Diego Gas & Electric Company
RateMaking Federal Deferred Tax Depreciation on Shared Services

SHARED SERVICES
COMMON FUR & COMM 2017 2018 2019
Jepreciation on 1981 - 2016 Vintages 247 174 129
2017 Additions - Depr (94) (20) (14)
2018 Additions - Depr (23) (39)
2019 Additions - Depr (22)
Total Ratemaking Fed Deferred Depr 153 131 54
SHARED SERVICES
COMMON COMPUTERS 2017 2018 2019
Jepreciation on 1981 - 2016 Vintages (55) (34) (18)
2017 Additions - Depr 1,475 393 236
2018 Additions - Depr 422 676
2019 Additions - Depr 913
Total Ratemaking Fed Deferred Depr 1,420 782 1,807
SHARED SERVICES
COMMON STRCTRS 2017 2018 2019
Jepreciation on 1981 - 2016 Vintages 4,930 4,890 4,889
2017 Additions - Depr 398 868 868
2018 Additions - Depr 90 197

2019 Additions - Depr -

Total Ratemaking Fed Deferred Depr 5,328 5,848 5,954
SHARED SERVICES
COMMON SOFTWARE 2017 2018 2019
Jepreciation on 1981 - 2016 Vintages 358 348 174
2017 Additions - Depr - 0 0
2018 Additions - Depr - 0

2019 Additions - Depr -

Total Ratemaking Fed Deferred Depr 358 348 174
SHARED SERVICES
ELECTRIC TELECOM 2017 2018 2019
Jepreciation on 1981 - 2016 Vintages 15 14 13
2017 Additions - Depr (4) (1) (1)
2018 Additions - Depr (1) (2)
2019 Additions - Depr (1)
Total Ratemaking Fed Deferred Depr 11 12 9

SHARED SERVICES
GAS TELECOM 2017 2018 2019

Jepreciation on 1981 - 2016 Vintages - - -

2017 Additions - Depr - 0 0
2018 Additions - Depr - 0
2019 Additions - Depr -

Total Ratemaking Fed Deferred Depr - - -
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San Diego Gas & Electric Company
2019 Rate-Making Federal Depreciation on Shared Services Capital Additions

FEDERAL DEPRECIATION CALCULATION

METHOD >>>> 200DB 200DB 150DB SL 150DB 150DB
LIFE >>>> 7Yr 5Yr 39 Yr 3Yr 7Yr 7Yr
COMMON COMMON COMMON COMMON ELECTRIC GAS Sub-
FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELCOM Total Other TOTAL Bonus Depreciation Input: 0%
(312 & 313) (301) (311) (271) (171) (261) (291)
ADDITIONS (153) 4,610 26,354 0 (8) 0 30,804 4,632 35,436
AFUDC 0 (137) (967) 0 0 0 (1,104) (166) (1,270)
CAP. INT. & TAXES 0 91 642 0 0 0 733 110 844
REPARIS 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0
BONUS DEPR 0 0 0 0 0 0 0
TAX BASIS (153) 4,564 26,030 0 (8) 0 30,433 4,577 0 35,010
YR 1 RATE 14.29% 20.00% 1.18% 33.33% 14.29% 14.29%
DEPR. (22) 913 0 0 1) 0 890 2019
YR 2 RATE 24.49% 32.00% 2.56% 33.33% 24.49% 24.49%
DEPR. (38) 1,461 0 0 (2) 0 1,421 2020
YR 3 RATE 17.49% 19.20% 2.56% 33.33% 17.49% 17.49%
DEPR. (27) 876 0 0 1) 0 848 2021
YR 4 RATE 12.49% 11.52% 2.56% 0.00% 12.49% 12.49%
DEPR. (19) 526 0 0 (1) 0 506 2022
YR 5 RATE 8.93% 11.52% 2.56% 0.00% 8.93% 8.93%
DEPR. (14) 526 0 0 1) 0 511 2023
YR 6 RATE 8.92% 5.76% 2.56% 0.00% 8.92% 8.92%
DEPR. (14) 263 0 0 1) 0 249 2024
YR 7 RATE 8.93% 0.00% 2.56% 0.00% 8.93% 8.93%
DEPR. (14) 0 0 0 1) 0 (14) 2025
YR 8 RATE 4.46% 0.00% 2.56% 0.00% 4.46% 4.46%
DEPR. 7) 0 0 0 (0) 0 (7) 2026
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San Diego Gas & Electric Company
2018 Rate-Making Federal Depreciation on Shared Services Capital Additions

FEDERAL DEPRECIATION CALCULATION

METHOD >>>> 200DB 200DB 150DB SL 150DB 150DB
LIFE >>>> 7Yr 5Yr 39 Yr 3Yr 7Yr 7Yr
COMMON COMMON COMMON COMMON ELECTRIC GAS Sub-
FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELCOM Total Other TOTAL Bonus Depreciation Input: 0%
(312 & 313) (301) (311) (271) 171) (261) (291)
ADDITIONS (159) 2,138 7,850 0 (8) 0 9,822 1,477 11,298
AFUDC 0 (80) (488) 0 0 0 (568) (85) (654)
CAP. INT. & TAXES 0 53 325 0 0 0 378 57 434
REPAIRS 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0
BONUS DEPR 0 0 0 0 0 0 0
TAX BASIS (159) 2,112 7,686 0 (8) 0 9,631 1,448 11,079

YR 1 RATE 14.29% 20.00% 1.18% 33.33% 14.29% 14.29%

DEPR. (23) 422 90 0 (1) 0 489 2018
YR 2 RATE 24.49% 32.00% 2.56% 33.33% 24.49% 24.49%

DEPR. (39) 676 197 0 (2) 0 832 2019
YR 3 RATE 17.49% 19.20% 2.56% 33.33% 17.49% 17.49%

DEPR. (28) 405 197 0 (1) 0 573 2020
YR 4 RATE 12.49% 11.52% 2.56% 0.00% 12.49% 12.49%

DEPR. (20) 243 197 0 (1) 0 419 2021
YR 5 RATE 8.93% 11.52% 2.56% 0.00% 8.93% 8.93%

DEPR. (14) 243 197 0 (1) 0 425 2022
YR 6 RATE 8.92% 5.76% 2.56% 0.00% 8.92% 8.92%

DEPR. (14) 122 197 0 (1) 0 304 2023
YR 7 RATE 8.93% 0.00% 2.56% 0.00% 8.93% 8.93%

DEPR. (14) 0 197 0 (1) 0 182 2024
YR 8 RATE 4.46% 0.00% 2.56% 0.00% 4.46% 4.46%

DEPR. 7) 0 197 0 (0) 0 190 2025
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San Diego Gas & Electric Company
2017 Rate-Making Federal Depreciation on Shared Services Capital Additions

FEDERAL DEPRECIATION CALCULATION

METHOD >>>> 200DB 200DB 150DB SL 150DB 150DB
LIFE >>>> 7Yr 5Yr 39 Yr 3Yr 7Yr 7Yr
COMMON COMMON COMMON COMMON ELECTRIC GAS Sub- Non-
FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELCOM Total Other Depr TOTAL Bonus Depreciation Input: 50%
(312 & 313) (301) (311) (271) (171) (261) (291)
Federal
ADDITIONS (165) 2,482 34,135 0 (8) 0 36,444 5,480 41,924
AFUDC 0 (71) (892) 0 0 0 (962) (145) (1,107)
CAP. INT. & TAXES 0 47 593 0 0 0 639 96 736
REPAIRS 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0
BONUS DEPR 83 (1,229) 0 0 4 0 (1,143) 0 (1,143)
TAX BASIS (83) 1,229 33,835 0 4) 0 34,978 5,432 40,410
YR 1 RATE 14.29% 20.00% 1.18% 33.33% 14.29% 14.29%
DEPR. (12) 246 398 0 (1) 0 632 2017
YR 2 RATE 24.49% 32.00% 2.56% 33.33% 24.49% 24.49%
DEPR. (20) 393 868 0 (1) 0 1,240 2018
YR 3 RATE 17.49% 19.20% 2.56% 33.33% 17.49% 17.49%
DEPR. . (14) 236 868 0 (1) 0 1,088 2019
YR 4 RATE 12.49% 11.52% 2.56% 0.00% 12.49% 12.49%
DEPR. (10) 142 868 0 (0) 0 998 2020
YR 5 RATE 8.93% 11.52% 2.56% 0.00% 8.93% 8.93%
DEPR. 7) 142 868 0 (0) 0 1,001 2021
YR 6 RATE 8.92% 5.76% 2.56% 0.00% 8.92% 8.92%
DEPR. 7) 71 868 0 (0) 0 931 2022
YR 7 RATE 8.93% 0.00% 2.56% 0.00% 8.93% 8.93%
DEPR. 7) 0 868 0 (0) 0 860 2023
YR 8 RATE 4.46% 0.00% 2.56% 0.00% 4.46% 4.46%
DEPR. (4) 0 868 0 (0) 0 864 2024

SDG&E/TAX/Exh No:SDG&E-35-WP-2R/Witness: R. Reeves
Page 67 of 78 2017RMFedDeprOnAddsShrdSvcs
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San Diego Gas & Electric Company
2016 Rate-Making Federal Depreciation on Shared Services Capital Additions

FEDERAL DEPRECIATION CALCULATION

METHOD >>>> 200DB 200DB 150DB SL 150DB 150DB
LIFE >>>> 7Yr 5Yr 15 Yr 3Yr 7Yr 7Yr
COMMON COMMON COMMON COMMON ELECTRIC GAS Sub-
FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELCOM Total Other TOTAL
(312 & 313) (301) (311) 271) (171) (261) (291)
Federal
ADDITIONS 0 0 0 0 0 0 0 0 0
AFUDC 0 0 0 0 0 0 0 0 0
CAP. INT. & TAXES 0 0 0 0 0 0 0 0 0
REPAIRS 0 0 0 0 0 0 0 0 0
SOFTWARE 0 0 0 0 0 0 0 0 0
TAX BASIS 0 0 0 0 0 0 0 0 0
YR 1 RATE 14.29% 20.00% 1.18% 33.33% 14.29% 14.29%
DEPR. 0 0 0 0 0 0 0 2016
YR 2 RATE 24.49% 32.00% 2.56% 33.33% 24.49% 24.49%
DEPR. 0 0 0 0 0 0 0 2017
YR 3 RATE 17.49% 19.20% 2.56% 33.33% 17.49% 17.49%
DEPR. 0 0 0 0 0 0 0 2018
YR 4 RATE 12.49% 11.52% 2.56% 0.00% 12.49% 12.49%
DEPR. 0 0 0 0 0 0 0 2019
YR 5 RATE 8.93% 11.52% 2.56% 0.00% 8.93% 8.93%
DEPR. 0 0 0 0 0 0 0 2020
YR 6 RATE 8.92% 5.76% 2.56% 0.00% 8.92% 8.92%
DEPR. 0 0 0 0 0 0 0 2021
YR 7 RATE 8.93% 0.00% 2.56% 0.00% 8.93% 8.93%
DEPR. 0 0 0 0 0 0 0 2022
YR 8 RATE 4.46% 0.00% 2.56% 0.00% 4.46% 4.46%
DEPR. 0 0 0 0 0 0 0 2023
Common Furnature BLM Ratio 0.00%
Common Computers BLM Ratio 0.00%
Common Structures BLM Ratio 0.00%
Common Software 0.00%
Electric Telecom BLM Ratio 0.00%
Gas Telecom BLM Ratio 0.00%
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DR/(CR)

San Diego Gas & Electric Company
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2017
COMMON COMMON COMMON COMMON ELECTRIC GAS
Capitalized Interest Addback FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELECOM
1 Excluded from Ratemaking BLM (Area 99) 0 23 296 0 0 0
35% 35% 35% 35% 35% 35%
0 8 104 0 0 0
2 Excluded from Ratemaking State (Area 98) 0 23 296 0 0 0
5.746% 5.746% 5.746% 5.746% 5.746% 5.746%
0 1 17 0 0 0
3 Federal Depreciation 0 1 15 0 0 0
35% 35% 35% 35% 35% 35%
0 0 5 0 0 0
State Depreciation 0 1 13 0 0 0
5.746% 5.746% 5.746% 5.746% 5.746% 5.746%
0 0 1 0 0 0
Total 86 TRA - Capitalized Interest Adjustment 0] 10 | 127 | 0] 0] 0]
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2018
COMMON COMMON COMMON COMMON ELECTRIC GAS
Capitalized Interest Addback FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELECOM

1 Excluded from Ratemaking BLM (Area 99) 0 26 162 0 0 0
21% 21% 21% 21% 21% 21%

0 6 34 0 0 0

2 Excluded from Ratemaking State (Area 98) 0 26 162 0 0 0
6.984% 6.984% 6.984% 6.984% 6.984% 6.984%

0 2 11 0 0 0

3 Federal Depreciation 0 4 36 0 0 0
21% 21% 21% 21% 21% 21%

0 1 8 0 0 0

State Depreciation 0 3 33 0 0 0
6.984% 6.984% 6.984% 6.984% 6.984% 6.984%

0 0 2 0 0 0

Total 86 TRA - Capitalized Interest Adjustment 0] 8 | 55 | 0] 0] 0]
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2019
COMMON COMMON COMMON COMMON ELECTRIC GAS
Capitalized Interest Addback FUR & COMM COMPUTERS STRCTRS SOFTWARE TELECOM TELECOM

1 Excluded from Ratemaking BLM (Area 99) 0 46 321 0 0 0
21% 21% 21% 21% 21% 21%

0 10 67 0 0 0

2 Excluded from Ratemaking State (Area 98) 0 46 321 0 0 0
6.984% 6.984% 6.984% 6.984% 6.984% 6.984%

0 3 22 0 0 0

3 Federal Depreciation 0 7 57 0 0 0
21% 21% 21% 21% 21% 21%

0 1 12 0 0 0

State Depreciation 0 6 52 0 0 0
6.984% 6.984% 6.984% 6.984% 6.984% 6.984%

0 0 4 0 0 0

Total 86 TRA - Capitalized Interest Adjustment 0] 15 | 105 | 0] 0] 0]
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San Diego Gas & Electric Company
Computation of Depreciation on 50% of Capitalized Interest on Shared Services

COMMON FURNITURE AND COMMUNICATION EQUIPMENT

2017 [ o]

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2018 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2019 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
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Computation of Depreciation on 50% of Capitalized Interest on Shared Services

COMMON COMPUTER EQUIPMENT

2017

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 1 2 2 2 1 1 1
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 1 2 2 2 2 1 1
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2018
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 1 3 2 2 2 2 2
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 1 2 2 2 2 2 1
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2019
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 2 4 4 4 3 3 3
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 2 4 4 4 3 3 2
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
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Computation of Depreciation on 50% of Capitalized Interest on Shared Services

COMMON STRUCTURES

2017 296
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 15 28 25 23 18 17 17
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 13 26 23 23 19 18 16
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2018 162
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 8 15 14 12 10 10 10
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 7 14 13 12 11 10 9
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2019 321
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 16 31 27 25 20 19 19
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 15 28 25 25 21 19 17
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
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San Diego Gas & Electric Company

Computation of Depreciation on 50% of Capitalized Interest on Shared Services
COMMON SOFTWARE

2017 [ o

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2018 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2019 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
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San Diego Gas & Electric Company

Computation of Depreciation on 50% of Capitalized Interest on Shared Services
ELECTRIC TELECOMMUNICATION EQUIPMENT

2017 [ o

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2018 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2019 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
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San Diego Gas & Electric Company

Computation of Depreciation on 50% of Capitalized Interest on Shared Services
GAS TELECOMMUNICATION EQUIPMENT

2017 [ o

Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2018 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
2019 [ o]
Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7
ANNUAL DEPRECIATION:
FEDERAL Return 0 0 0 0 0 0 0
[15Yr DDB/SL] Factor >>> 0.05000 0.09500 0.08550 0.07700 0.06230 0.05900 0.05900
STATE Return 0 0 0 0 0 0 0
[22Yr 200DDB/SL] Factor >>> 0.04550 0.08680 0.07890 0.07700 0.06520 0.05930 0.05390
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San Diego Gas & Electric Company
Data for Net Operating Loss

San Diego Gas & Electric Company

2nd Revised Tax Workpapers

2019 GRC - APP

Calculated Values from SUM File
. . . A 2016 Calc.
Received From File Received From Workseet Type Line Iltem N R 2017 2018 2019
N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A N/A N/A
N/A N/A N/A N/A N/A N/A N/A N/A
Sum.xisb OuT NOI ED Book Income Before Tax N/A 390.163 | 337.847 | 385.888
Sum.xisb OuT NOI ED Depreciation & Amortization N/A 330.648 | 358.476 | 409.031
Sum.xisb OuT NOI ED Fed Tax Adi. (Other Than Interest & PY CCFT) N/A (364.026) (434.071)| (520.354)
Sum.xisb OuT NOI ED Interest Adiustment N/A (81.407)| (82.088)( (93.913)
Sum.xisb OUT NOI ED P/Y CCFT N/A (15.857)| (21.324)| (13.040)
Sum.xisb OuT NOI Generation |Book Income Before Tax N/A 79.390 63.740 90.371
Sum.xisb OUT NOI Generation |Depreciation & Amortization N/A 46.292 48.668 65.663
Sum.xisb OuT NOI Generation |Fed Tax Adi. (Other Than Interest & PY CCFT) N/A (46.560)| (44.314)( (66.434)
Sum.xisb OuT NOI Generation |Interest Adiustment N/A (14.921)| (13.651)( (19.363)
Sum.xisb OuT NOI Generation |P/Y CCFT N/A (2721 (6.439)|  (4.107)
Sum.xisb OuT NOI SONGS Book Income Before Tax N/A 0 0 0
Sum.xisb OuT NOI SONGS Depreciation & Amortization N/A - - -
Sum.xisb OuT NOI SONGS Fed Tax Adi. (Other Than Interest & PY CCFT) N/A - - -
Sum.xisb OUT NOI SONGS Interest Adiustment N/A - - -
Sum.xisb OuT NOI SONGS P/Y CCFT N/A - - -
Sum.xisb OUT NOI Gas Book Income Before Tax N/A 78.434 74.715 94.549
Sum.xisb OuT NOI Gas Depreciation & Amortization N/A 64.488 72.808 84.968
Sum.xisb OuT NOI Gas Fed Tax Adi. (Other Than Interest & PY CCFT) N/A (75.726)| (85.334)( (95.131)
Sum.xisb OUT NOI Gas Interest Adiustment N/A (17.294)| (18.112) (21.707)
Sum.xisb OUT NOI Gas P/Y CCFT N/A (1.908) (2.555) (2.110)
Sum.xisb ouT NoI Combined |Book Income Before Tax 462,051 N/A N/A N/A
Sum.xisb ouT NoI Combined |Depreciation & Amortization 407.147 N/A N/A N/A
Sum.xisb OUT NOI Combined |Fed Tax Adi. (Other Than Interest & PY CCFT) (487.370) N/A N/A N/A
Sum.xisb ouT NoI Combined |Interest Adiustment (106.018) N/A N/A N/A
Sum.xisb ouT NoI Combined |P/Y CCFT (48.316) N/A N/A N/A

Original Values - Superseded if NOL (From Col. G - Col. J)
cle. 2017 2018 2019
Not Recorded
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A 390.163 337.847 385.888
N/A 330.648 358.476 409.031
N/A (364.026) (434.071) (520.354)
N/A (81.407) (82.088) (93.913)
N/A (15.857) (21.324) (13.040)
N/A 79.390 63.740 90.371
N/A 46.292 48.668 65.663
N/A (46.560) (44.314) (66.434)
N/A (14.921) (13.651) (19.363)
N/A 2721 (6.439) (4.107)
N/A 0 0 0
N/A - - -
N/A - - -
N/A - - -
N/A - - -
N/A 78.434 74.715 94.549
N/A 64.488 72.808 84.968
N/A (75.726) (85.334) (95.131)
N/A (17.294) (18.112) (21.707)
N/A (1.908) (2.555) (2.110)
462,051 N/A N/A N/A
407.147 N/A N/A N/A
(487.370) N/A N/A N/A
(106.018) N/A N/A N/A
(48.316) N/A N/A N/A

arget Location For Pasted Values
2016 Calc.

Not Recorded 2017 2018 2019
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A N/A N/A N/A
N/A 390.163 337.847 385.888
N/A 330.648 358.476 409.031
N/A (364.026) (434.071) (520.354)
N/A (81.407) (82.088) (93.913)
N/A (15.857) (21.324) (13.040)
N/A 79.390 63.740 90.371
N/A 46.292 48.668 65.663
N/A (46.560) (44.314) (66.434)
N/A (14.921) (13.651) (19.363)
N/A (2.721) (6.439) (4.107)
N/A 0 0 0
N/A - - -
N/A - - -
N/A - - -
N/A - - -
N/A 78.434 74.715 94.549
N/A 64.488 72.808 84.968
N/A (75.726) (85.334) (95.131)
N/A (17.294) (18.112) (21.707)
N/A (1.908) (2.555) (2.110)
462,051 N/A N/A N/A
407,147 N/A N/A N/A
(487.370) N/A N/A N/A
(106.018) N/A N/A N/A

(48.316) N/A N/A N/A
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SUMMARY

My testimony presents San Diego Gas & Electric Company’s (SDG&E) estimated tax
expense for Test Year (TY) 2019, and explains how those estimates were derived. The
tax expenses discussed in my testimony include income taxes, payroll taxes, ad valorem
taxes, and franchise fees.

My testimony estimates a Test Year 2019 income tax expense of $80.8 million, payroll
tax expense of $18.4 million, ad valorem tax expense of $106.2 million, and franchise
fees of $69.3 million.

The Protecting Americans from Tax Hikes Act of 2015 (the PATH Act) was enacted on
December 18, 2015 (Pub. L. No. 114-113). The PATH Act extended bonus depreciation
through 2019. The bonus depreciation rate is 50% through 2017 but is reduced to 40%
for 2018 and to 30% for 2019.

The Tax Cuts and Jobs Act (TCJA) was enacted on December 22, 2017 (Pub. L. No. 115-
97). The TCJA made comprehensive changes to federal tax law. The changes affecting
SDG&E include: (1) a reduction of the federal corporate tax rate from 35% to 21%,
effective beginning in 2018; (2) the elimination of the bonus depreciation deduction for
regulated utilities; (3) the elimination of the Internal Revenue Code (IRC) Section 199
deduction beginning in 2018; and (4) a requirement to return plant-related excess
deferred taxes created by the reduction in the corporate tax rate to ratepayers ratably

using the Adjusted Rate Assumption Method (ARAM) as described in the TCJA.
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SECOND REVISED SDG&E DIRECT TESTIMONY OF RAGAN G. REEVES
(TAXES)
L. INTRODUCTION

A. Summary of Proposals

My testimony presents San Diego Gas & Electric Company’s (SDG&E’s) estimated tax
expense for Test Year (TY) 2019, and explains how those estimates were derived. My testimony
also presents the 2016 results of the Tax Memorandum Account (TMA).!

B. Organization of Testimony

SDG&E incurs three categories of taxes: (1) payroll taxes, (2) ad valorem (i.e., property)
taxes, and (3) income taxes. In addition, SDG&E incurs franchise fees, which it includes in its
tax expense estimates. I will discuss each of these tax expense categories in turn.> A summary
table for each category of tax expense is presented at the end of each section.

To the extent that the California Public Utilities Commission (CPUC or Commission)
adopts levels of operations and maintenance (O&M) expense or capital that are different from
what has been proposed by SDG&E in this Application, taxes would be re-calculated to reflect
the impact of those changes.

C. Impact of the Tax Cuts and Jobs Act

Pursuant to the Assigned Commissioner’s Scoping Memorandum and Ruling issued on
January 29, 2018 (Scoping Memo), this exhibit has been revised to reflect the impact of the Tax
Cuts and Jobs Act (TCJA) on the SDG&E TY 2019 General Rate Case (GRC). The TCJA was
enacted on December 22, 2017.> The TCJA was the most comprehensive tax reform legislation
to be enacted into law in more than thirty years. The changes to federal tax law under the TCJA
affected both individuals and corporations. The TCJA also included provisions specific to
regulated utilities such as SDG&E. Most of the changes to federal tax law under the TCJA
became effective beginning on January 1, 2018, although certain changes related to bonus
depreciation became effective on September 28, 2017. The most significant change under the

TCIJA for corporations generally, and for regulated utility corporations specifically, was the

"'The 2017 results of the TMA will not be known until the incurred amounts are final, which will occur
when SDG&E files its federal and California 2017 income tax returns. SDG&E expects to file those tax
returns in October 2018.

2 The TMA discussion is included within the income taxes section of my testimony.

3 Pub. L. No. 115-97, 131 Stat. 2054 (2017).
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lowering of the federal corporate tax rate from 35% to 21% beginning in 2018. The lower
corporate rate results in a significant decrease in SDG&E’s tax expense.

On January 5, 2018, SDG&E filed a Prehearing Conference Statement in which SDG&E
notified the Commission that it would serve supplemental testimony in the 2019 GRC
proceeding to reflect the impact of the TCJA soon after SDG&E had completed its analysis of
the impact.* The comprehensive changes to the federal tax law under the TCJA and the
uncertainties in some portions of the new law required considerable time for SDG&E to analyze
and calculate the TCJA’s impact. During the Prehearing Conference held on January 10, 2018,
the Commission directed SDG&E to serve supplemental testimony on tax issues by April 6,
2018, as reflected in the Scoping Memo.

On March 2, 2018, CPUC Energy Division Director Edward Randolph issued a letter (the
ED Letter) to several California utilities, including SDG&E, regarding the implementation of the
TCJA. The ED Letter instructed the utilities to “carry out the actions described in . . . this letter,
thus providing expeditious rate relief with a maximum of procedural efficiency.” The ED Letter
addressed the Sempra Utilities — SDG&E and Southern California Gas Company (SoCalGas) —
as follows:

Sempra’s consolidated TY 2019 GRC is currently in progress (A.17-10-
007/A.17-10-008). Rates for attrition year 2018 were adopted in D.16-06-
054, which also directed SoCalGas and SDG&E to each establish a Tax
Memorandum Account to capture the revenue requirement impact of
future tax law changes, such as the TCJA.

TCJA Implementation: Since Sempra’s TY 2019 GRC is currently open,
Sempra should follow the rulings of the presiding officer in that
proceeding and submit additional TCJA testimony and a revised TY 2019
Results of Operations (RO) model incorporating impact of the TCJA as
directed. This will allow the Commission to determine the most effective
way to return the TCJA benefits to customers.

Sempra should also follow instructions of the presiding officer regarding
the need for any filings in that same GRC regarding the TCJA-related
balance in the Tax Memorandum Account accumulated through 2018.

Consistent with the instructions in the Scoping Memo and the ED Letter, SDG&E is

providing this revised Tax testimony to discuss and reflect the impact of the TCJA for SDG&E’s

* Application (A.) 17-10-007 et. al, Prehearing Conference Statement of San Diego Gas & Electric
Company and Southern California Gas Company, January 5, 2018, at 7.
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2019 TY. SDG&E also made the following updates to the 2019 Results of Operations Model
(RO Model) to reflect the impact of the TCJA on SDG&E’s 2019 TY:®

Changed the federal corporate tax rate from 35% to 21% for the 2018 and 2019
tax years. This change is discussed in more detail in Section IV.B.1 below.°

Re-measured the accumulated federal deferred income tax (AFDIT) balance as of
January 1, 2018 to reflect the new federal corporate tax rate of 21%. The excess
deferred taxes, which represents the difference between the AFDIT balance at the
prior 35% rate and the AFDIT balance at the new 21% rate, will be refunded to
ratepayers in the manner prescribed by the TCJA. The reduction to AFDIT
related to the TCJA is offset in the RO Model by a corresponding regulatory
liability that reduces rate base, so there is no net impact to rate base from the re-
measurement of deferred taxes on January 1, 2018. This change is discussed in
more detail in Section IV.C.3 below.

Increased the ARAM adjustment for 2018 and 2019 to reflect the TCJA’s
requirement to return plant-related excess deferred taxes to ratepayers ratably
using the ARAM calculation as described in the TCJA. This change is discussed
in more detail in Section IV.C.3 below.

Changed the calculation of bonus depreciation to reflect the elimination of the
bonus depreciation deduction for regulated utilities. This change is discussed in
more detail in Section IV.C.1 below.

Eliminated the IRC Section 199 deduction beginning in 2018. This change is
discussed in more detail in Section IV.B.2 below.

> While 2018 is an attrition year of SDG&E’s last GRC cycle (TY 2016) and out of scope of the instant
proceeding, the updates to the 2019 RO Model include changes to the 2018 forecasted year to reflect the

TCJA.

® To fully incorporate the impact of the TCJA as instructed by the ED Letter, SDG&E updated the Energy
Division’s computation of the repairs deduction rate base adjustment, set forth in SDG&E’s 2016 GRC
Decision (D.16-06-054 at Appendix B), by changing the federal corporate tax rate for 2018 through 2042.
The repairs deduction rate base adjustment was calculated based on “future tax expense” to ratepayers for
the 2016 — 2042 tax years (D.16-06-054 at 192). Therefore, if the tax rates used in the schedule for 2018
and subsequent years are not updated to reflect the TCJA, the calculated future tax expense to ratepayers
will reflect an incorrect corporate tax rate for the 2018 — 2042 tax years. The details of SDG&E’s revised
computation are provided in my supplemental workpapers (Exhibit SCG-37-WP/SDG&E-35-WP-S). In
addition, the RO Model has been updated to reflect the re-calculated repairs deduction rate base
adjustment, which reflects the corporate tax rate change under the TCJA and the most current cost of
capital percentages authorized by in Commission in D.17-07-005, effective beginning in 2018.
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In addition, as directed in the ED Letter, SDG&E will track the impact of the TCJA
through 2018 in its TMA’ and will follow the instructions of the presiding officer in this
proceeding regarding the need for any filings in this GRC regarding the prior rate cycle. In the
meantime, as discussed in the Supplemental Testimony of Norma Jasso (Exhibit SDG&E-41-S),
SDG&E is requesting a sub-account in the TMA to specifically track the impacts of the TCJA
and to provide a discrete disposition for the balance that is being tracked in the TMA related to
the TCJA through 2018. SDG&E will provide a forecast of impacts of the TCJA through 2018
and proposes to provide such forecast in its Update Testimony filing in this proceeding if the
sub-account has been established by that time.® SDG&E looks forward to working with the
Commission, Administrative Law Judge Lirag, and parties to determine the best method for
returning to its customers the benefits of the reduced tax expense through 2018 related to the
TCJA.

II. PAYROLL TAXES

A. Introduction

The purpose of this section is to provide an estimate of SDG&E’s 2019 payroll tax
expenses, and to describe the methodology used to develop SDG&E’s estimate.

B. Discussion

Payroll taxes were estimated by applying a tax rate on TY 2019 O&M and capital labor
covered under this filing up to a maximum wage base. Payroll taxes are paid by both the
employee and the employer. The following discussion relates to the employer’s payroll tax

liability.

" Similar to the TMA results for 2017, the 2018 results of the TMA will not be known until the incurred
amounts are final, which will occur when SDG&E files its federal and California 2018 income tax
returns. SDG&E expects to file those tax returns in October 2019.

¥ As of the date of this Second Revised Testimony, SDG&E has not finalized its forecast of the TCJA’s
impacts through 2018. This is primarily due to SDG&E’s need to prioritize its available tax resources to
focus on preparing its revised 2019 GRC testimony to reflect the impacts of TCJA to 2019 and
subsequent years to meet the April 6, 2018 deadline set forth in the Scoping Memo. Additionally, 2018 is
an attrition year for SDG&E’s 2016 GRC, which creates some unique challenges in updating the 2016
RO Model to reflect the impact of the TCJA for 2018. SDG&E continues to diligently work through and
resolve those challenges related to the 2016 RO Model.
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1. Federal Insurance Contributions Act
Federal Insurance Contributions Act (FICA) taxes, also referred to as social security
taxes, are composed of two pieces: (1) the Old-Age, Survivors, and Disability Insurance
(OASDI), and (2) the Hospital Insurance (HI or Medicare). For 2016, the OASDI tax rate was
6.2% of wages up to a maximum wage base of $118,500. The Medicare tax rate was 1.45% of
wages with no maximum wage base. Based on rate schedules contained in the 2017 Annual
Report published by the Social Security Administration (2017 Annual Report), the employer’s
portion of the OASDI and Medicare tax rates have been at current levels since 1990 and are not
expected to change through 2019 based on currently enacted law.” The OASDI wage base is
$127,200 for 2017 and is projected to increase to $130,500 for 2018 and $135,600 for 2019
based on data reported in the 2017 Annual Report.'°
2. Federal Unemployment Tax Act
The Federal Unemployment Tax Act (FUTA) tax rate was 2.4% for 2016 and 2.7% for
2017 on wages up to $7,000. Based on currently enacted law, the FUTA tax rate is expected to
decrease to 0.6% for 2018 and 2019. The FUTA wage base is not expected to change through
2019.
3. California State Unemployment Insurance
The California State Unemployment Insurance (SUI) is composed of two pieces: (1) the
Unemployment Insurance (UI), and (2) the California Employment Training Tax (CET). The
2016 UI tax rate was 3.1% on wages up to $7,000. The CET tax rate was an additional 0.1% on
wages up to $7,000. The Ul rate decreased to 3% for 2017. Based on currently enacted law, the
UI tax rate is expected to remain at 3.0% for 2018 and 2019. The CET tax rate and wage bases
for SDG&E are not expected to change through 2019.
4. Methodology Used to Estimate Tax Expense
Payroll taxes are a function of taxable wages and applicable tax rates. The computation

of the estimated payroll taxes begins with the 2016 taxable wages stratified into salary

? See Table VI.G1, Payroll Tax Contribution Rates for the OASDI and HI Programs, 2017 Annual Report
of the Board of Trustees of the Federal Old-Age and Survivors Insurance and Federal Disability Insurance
Trust Funds.

10 See Table V.C1, 2017 Annual Report. If the projected OASDI wage bases change in the 2018 Annual
Report when that report is issued, and if such changes would cause a material change to forecasted payroll
taxes for 2019, SDG&E will update its 2019 payroll tax forecast in its Update Testimony filing
(consistent with SDG&E’s approach in prior GRCs).
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increments. The annual wage base in effect for the year for each type of payroll tax was applied
to total wages to ensure that wages up to, but not exceeding, the wage base cap were subject to
the tax. Thus, wages up to the salary increment where the annual wage is closest to the wage
base cap are subject to the tax. Wages above the wage base cap for any particular type of payroll
tax were derived from multiplying the number of employees in each stratum above the cap by the
wage base cap. The resulting taxable wages for each tax type were totaled and the applicable
statutory tax rate was then applied to the total taxable wages. The Medicare portion of the FICA
tax is computed without respect to a wage base since all wages are subject to that tax. A
companywide composite tax rate was computed based on total forecasted payroll taxes using the
above methodology divided by total forecasted wages. The composite payroll tax rate for each
year was applied to labor dollars applicable to this filing to determine the employer’s payroll tax
expense.

C. Summary of Estimated Payroll Taxes

Table SDG&E-RGR-1 below summarizes the amount of payroll taxes on all non-
capitalized wages applicable to this filing.

Table SDG&E-RGR-1
Summary of Estimated Payroll Taxes

($ in Thousands)

Line 2016 2017 2018 2019

No. Recorded Estimated Estimated Test Year
Electric
Distribution 1 9,005 10,409 10,857 11,518
Gas
Distribution 2 4,176 5,258 5,577 5,942
Electric
Generation 3 0 958 963 978

D. Results

The increase in payroll taxes from 2016 to 2019 reflects the impacts of staffing level
changes presented by other witnesses in their direct testimonies, the impact of labor cost
escalation on those changes, and the increase in the composite payroll tax rate resulting from the

OASDI wage base increase as discussed above.
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III. AD VALOREM TAXES

A. Introduction

The purpose of this section is to provide an estimate of SDG&E’s ad valorem taxes that
will be incurred during TY 2019, and to describe the methodology used to develop the estimate.

B. Discussion

Ad valorem taxes are a function of the assessed value of property and a tax rate applied to
that value. Property owned and used by public utilities as of January 1 (the lien date) each year
is re-assessed to its full market value by the California State Board of Equalization (SBE). By
definition, ad valorem taxes are based on the value of the property being taxed. Appraisers have
developed various generally accepted indicators of value that are correlated to yield an
estimation of the market value of the property being assessed. The primary indicator of value for
regulated public utility property is the Historical Cost Less Depreciation (HCLD) indicator, and a
secondary indicator is the Capitalized Earnings Ability (CEA).

HCLD is the primary indicator of value for closely rate-regulated property because it
approximates rate base. HCLD is equal to the estimated cost of property, which is subject to
assessment by the SBE, less the accumulated depreciation taken on the property. Historical cost
consists of the original cost of plant balances on the January 1 lien date, plus construction work-
in-progress and materials and supplies on hand to operate the plant. Adjustments are made to
add the value of possessory interests held by the utility on government-owned property and to
deduct non-taxable licensed motor vehicles, software, leasehold improvements, business
inventories, and other property not subject to ad valorem taxes. Finally, the HCLD indicator is
adjusted by deducting the accumulated deferred federal income taxes on taxable property.

The CEA, or the income approach to value, is designed to recognize the concept that the
value of business property is closely related to its ability to generate income. The CEA indicator
is used when the property being appraised is purchased in anticipation of receiving income (i.e.,
rental property), and the actual future income stream can be reliably forecast, or a hypothetical
income stream can be estimated by comparison to other similar properties. The CEA is the
preferred approach for the appraisal of properties when reliable sales data are not available or the
cost approach does not yield reliable results. The CEA is a secondary indicator of value for
public utility property because the income of public utility property is limited by regulation, and

comparison to the income stream from similar properties is limited.
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SDG&E has filed its property statements with the SBE for the 2016 and 2017 lien dates.
The property statements form the basis of the appraisals to set the value of SDG&E’s property
for the 2016-2017 and 2017-2018 fiscal years. The SBE reports the value of property subject to
ad valorem tax annually on the “Notice of Unitary Appraised Value,” which SDG&E has
received for the 2016 and 2017 lien dates. In correlating the value indicators calculated by the
SBE from information contained in the property statement, the SBE applied a weighting of 75%
to the HCLD indicator and 25% to the CEA indicator to derive the total appraised value of
SDG&E’s unitary property.'! Added to the value of SDG&E’s unitary property is the value of
SDG&E’s non-unitary property.'? In estimating ad valorem taxes for ratemaking purposes,
adjustments were made to exclude taxes resulting from: (a) the assessment of non-utility
property since it is not included as an operating expense, and (b) Construction Work in Progress
(CWIP), which is capitalized rather than directly charged to ad valorem tax expense. Also
excluded is the value of electric transmission property, since such property is excluded from this
proceeding.

The SBE has followed the same assessment methodology for several years; consequently,
SDG&E followed this methodology to estimate the assessed value for unitary property and the
resulting ad valorem tax expense estimate for TY 2019.

The tax rate used to estimate California ad valorem taxes is the basic statewide tax rate of
1% established under Proposition 13, plus an additional rate component of 0.4986%, which is a
composite rate derived from dividing taxes paid to local jurisdictions by the total assessed value
of property in all voter approved local assessment districts as allowed under Proposition 13. The
escalation in the rates from 2016 to 2019 represents the average historical rate of increase in
local tax rates over the most recent five-year period.

The estimated ad valorem taxes for SDG&E’s Desert Star Energy Center, which is
located in Nevada, are added to California ad valorem taxes as an “Other Adjustment” on the

Electric Generation summary table, Table SDG&E-RGR-2-3 below.

! Unitary property is property owned or used by the utility that the SBE has determined is used in the
utility’s operating business. The weight given to the CEA and HCLD indicators by the SBE can be
derived mathematically by correlating the value indicators to the final value.

12 Non-unitary property is property owned by the utility that the SBE has determined is not used in the
utility’s operating business.
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The estimated ad valorem tax expense for TY 2019 is comprised of the second
installment payment from fiscal year 2018-2019 plus the first installment payment for fiscal year
2019-2020.

C. Summary of Estimated Ad Valorem Tax Expenses

The following tables, Table SDG&E-RGR-2-1, Table SDG&E-RGR-2-2, and Table
SDG&E-RGR-2-3, summarize SDG&E’s estimated ad valorem tax expenses for Electric
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Distribution, Gas Distribution, and Electric Generation, respectively.

Table SDG&E-RGR-2-1

San Diego Gas & Electric Company
Summary of Estimated Ad Valorem Tax Expenses

Electric Distribution
($ in Thousands)

Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
1 Taxable Plant in Service 7,396,329 7,819,195 8,451,524 9,231,340
2 Taxable Reserve for Depreciation (2,769,061)  (2,934,016) (3,105,897)  (3,279,736)
3 Taxable Net Plant 4,627,268 4,885,179 5,345,627 5,951,604
4 Taxable Reserve for Def. Inc. Tax (573,978) (597,349) (629,766) (363,958)
5 Adjustment for Income Approach (148,350) (156,935) (172,601) (204,508)
6 Assessed Value - Non-Unitary 13,277 14,045 15,447 18,303
7 Net Assessable Value 3,918,217 4,144,940 4,558,708 5,401,441
8 Ad Valorem Tax Rate 1.4986482% 1.5385850% 1.5785218% 1.6184586%
Ad Valorem Tax - Fiscal Year 58,720 63,773 71,960 87,420
10 Other Adjustments 34 34 34 34
Fiscal Year
11 Total Operating Ad Valorem Tax 58,754 63,807 71,994 87,454
12 Capitalized Ad Valorem Tax (2,516) (3,403) (4,309) (4,746)
13 Net Operating Ad Valorem Tax 56,238 60,404 67,685 82,709
Calendar Year (Note 1)
14 Total Operating Ad Valorem Tax 53,891 60,983 67,603 79,426
15 Capitalized Ad Valorem Tax (4,064) (2,608) (3,603) (4,420)
16 Net Operating Ad Valorem Tax 49,827 58,375 64,000 75,006

(Note 1) - Calendar year total operating ad valorem tax = % of the current fiscal year total ad valorem
tax plus Y2 of the prior fiscal year total ad valorem tax.
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Table SDG&E-RGR-2-2

San Diego Gas & Electric Company
Summary of Estimated Ad Valorem Tax Expenses

Gas Distribution
($ in Thousands)

Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
1 Taxable Plant in Service 1,927,644 2,033,578 2,257,267 2,450,178
2 Taxable Reserve for Depreciation (978,555)  (1,016,097)  (1,053,910)  (1,092,449)
3 Taxable Net Plant 949,089 1,017,481 1,203,357 1,357,729
4 Taxable Reserve for Def. Inc. Tax (105,175) (119,410) (137,364) (82,835)
5 Adjustment for Income Approach (30,887) (32,869) (39,015) (46,661)
6 Assessed Value - Non-Unitary 2,764 2,942 3,492 4,176
7 Net Assessable Value 815,791 868,144 1,030,470 1,232,408
8 Ad Valorem Tax Rate 1.4986482% 1.5385850% 1.5785218% 1.6184586%
Ad Valorem Tax - Fiscal Year 12,226 13,357 16,266 19,946
10 Other Adjustments 6 6 6 6
Fiscal Year
11 Total Operating Ad Valorem Tax 12,232 13,363 16,272 19,952
12 Capitalized Ad Valorem Tax (728) (880) (1,430) (1,914)
13 Net Operating Ad Valorem Tax 11,504 12,484 14,842 18,038
Calendar Year (Note 1)
14 Total Operating Ad Valorem Tax 10,998 12,737 14,758 18,052
15 Capitalized Ad Valorem Tax (809) (742) (897) (1,843)
16 Net Operating Ad Valorem Tax 10,189 11,996 13,860 16,209

(Note 1) - Calendar year total operating ad valorem tax = /2 of the current fiscal year total ad valorem
tax plus Y2 of the prior fiscal year total ad valorem tax.
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Table SDG&E-RGR-2-3

San Diego Gas & Electric Company
Summary of Estimated Ad Valorem Tax Expenses

Electric Generation
($ in Thousands)

Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
1 Taxable Plant in Service 1,151,035 1,173,641 1,212,400 1,544,541
2 Taxable Reserve for Depreciation (349,532) (388,459) (429,189) (464,887)
3 Taxable Net Plant 801,503 785,182 783,211 1,079,654
4 Taxable Reserve for Def. Inc. Tax (69,110) (74,604) (81,995) (53,210)
5 Adjustment for Income Approach (26,806) (26,007) (25,664) (37,568)
6 Assessed Value - Non-Unitary 2,399 2,328 2,297 3,362
7 Net Assessable Value 707,987 686,898 677,848 992,238
8 Ad Valorem Tax Rate 1.4986482% 1.5385850% 1.5785218% 1.6184586%
Ad Valorem Tax - Fiscal Year 10,610 10,569 10,700 16,059
10 Other Adjustments 1,743 1,743 1,743 1,743
Fiscal Year
11 Total Operating Ad Valorem Tax 12,353 12,312 12,443 17,802
12 Capitalized Ad Valorem Tax (220) (194) (164) (175)
13 Net Operating Ad Valorem Tax 12,133 12,118 12,279 17,627
Calendar Year (Note 1)
14 Total Operating Ad Valorem Tax 11,285 12,270 12,315 15,060
15 Capitalized Ad Valorem Tax (847) (172) 92) (112)
16 Net Operating Ad Valorem Tax 10,438 12,099 12,224 14,948

(Note 1) - Calendar year total operating ad valorem tax = /2 of the current fiscal year total ad valorem
tax plus Y2 of the prior fiscal year total ad valorem tax.
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D. Results

The changes from 2016 to 2019 are the result of changes in plant and depreciation
balances presented by other witnesses in their direct testimonies, and the expected escalation in
the tax rate for local assessments as discussed above.

IV. INCOME TAXES

A. Introduction

The purpose of this section is to provide an estimate of SDG&E’s income tax expense for
TY 2019, and to describe the assumptions and methodology used to calculate income tax
expense. This section also presents the 2016 results of the TMA.

B. Discussion of Income Tax Expense

1. Methodology

SDG&E’s operating income is subject to federal income tax and the California
Corporation Franchise Tax (CCFT). Income tax expense is a function of cost-of-service amounts
and capital expenditures adopted by the CPUC, as adjusted to comply with income tax rules.
Accordingly, the calculation of ratemaking income taxes is dependent upon federal and state tax
laws, prior CPUC decisions with general applicability to all utilities, and decisions with specific
reference to SDG&E.

Consistent with CPUC Decision (D.) 84-05-036 issued in Order Instituting Investigation
(OII) 24, the income tax estimates contained in this section are based on SDG&E’s stand-alone
taxes, not on an allocation of tax expense from Sempra Energy, the parent company of
SDG&E.!"

Another issue considered by the CPUC in OII 24 was whether expenses not borne by
customers should be included as income tax deductions in computing estimated TY income tax
expense. The CPUC stated that it had consistently calculated income taxes for ratemaking
purposes based on the cost of service developed from authorized expenses.!* The CPUC also
found that if they were to include expenses not subject to rate recovery as a deduction in
calculating taxable income, stockholders would be penalized by a reduction in their net income

equal to the full amount of the expenditures, because they would have no offsetting tax

131984 Cal. PUC LEXIS 1325 at *57-58 (Finding of Fact 12); 15 CPUC 2d 42.
" 1d. at *15.
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deduction." The Commission concluded that their method of excluding expenses not borne by
customers in the calculation of TY income tax expense is reasonable and should continue.'® As
such, SDG&E follows this conclusion of law from OII 24 in this GRC proceeding.

The estimates contained in this section were calculated using current federal and state tax
laws enacted through the date of this testimony. SDG&E has not attempted to forecast any
future changes in tax law in the income tax calculation. For 2016 and 2017, SDG&E has utilized
the federal and state statutory tax rates of 35% and 8.84%, respectively, in developing its
estimate of federal and state income tax expense for those years. Pursuant to the change in the
federal corporate tax rate beginning in 2018 under the TCJA, SDG&E has utilized the current
federal and state statutory tax rate of 21% and 8.84%, respectively, in developing its estimate of
federal and state income tax expense for 2018 and 2019.

State income tax expense has been computed by reducing operating income by operating
expenses, including property taxes, payroll taxes, and making certain permanent and flow
through tax adjustments for differences in the book and state tax return treatment of items of
income and expense (Schedule M adjustments) as explained in more detail later in this section.
Consistent with the CPUC policy discussed in D.93848,!7 a flow through accounting
methodology was utilized in estimating state tax expense.'®

Federal income tax expense has been computed by reducing operating income by
operating expenses, including property taxes, payroll taxes, prior year state taxes, and making tax
adjustments for differences in the book and federal tax treatment of certain items of income and
expense (Schedule M adjustments), also explained in more detail later in this section.

Where required, SDG&E has followed the normalization rules contained in Internal
Revenue Code Section (IRC) § 168, and Treasury Regulations Section (Treas. Reg.) § 1.167(1)-1
in computing federal income tax expense.!® Accordingly, federal tax depreciation on post-1980
vintage year assets has been “normalized” by using a book life and method to calculate tax

depreciation. Consistent with CPUC policy, where normalization is not required by the IRC,

" Id. at *16-18.

16 1d. at *62 (Conclusion of Law 2).

171981 Cal. PUC LEXIS 1240; 7 CPUC 2d 332.

'8 Flow-through accounting treats temporary differences between recognition of expenses for book
purposes and their tax return treatment as current adjustments to the revenue requirement.

19 Normalized tax accounting follows the financial accounting treatment for items of income and expense
in the revenue requirement calculation.
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SDG&E generally has employed flow-through accounting. For example, tax depreciation on
pre-1981 vintage assets has been flowed through as an adjustment to federal tax expense as
required by D.93848.%

Tax expense based on income has been reduced by the amortization of deferred
Investment Tax Credits (ITC) generated in prior years in accordance with SDG&E’s prior
election under applicable law?! to ratably flow through the ITC benefit as a reduction to
ratemaking tax expense at a rate not to exceed the book life of the property that generated the
ITC. This application conforms to the treatment of deferred ITC amortization mandated by
D.88-01-0612? and is the same treatment employed by SDG&E in prior rate cases.

SDG&E’s federal income tax expense has been reduced by the amortization of remaining
excess deferred federal income taxes resulting from a reduction in the federal income tax rate
from a high of 41% prior to the Tax Reform Act of 1986 (TRA 86) to the current 21% under the
TCJA beginning in 2018, utilizing the Average Rate Assumption Method (ARAM) as required
by Internal Revenue Service (IRS) normalization rules and mandated by D.88-01-061.%
Additionally, ARAM is the required method for amortizing plant-related excess AFDIT resulting
from the tax rate reduction under the TCJA.?* Only a small amount of excess AFDIT remains
from the decrease in tax rate under TRA 86. The ARAM amount increases significantly
beginning in 2018, due to the reduction in the federal corporate income tax rate from 35% to
21% under the TCJA. The ARAM rules and methodology required under the TCJA are
discussed in more detail in Section IV.C.3 below.

TRA 86 adopted rules regarding capitalization of construction period interest for long-
lived assets that have an extended construction period. These rules were codified in IRC § 263A.
For book and ratemaking purposes, construction period interest is capitalized through an
allowance for funds used during construction (AFUDC). While similar in concept, there are
specific differences between the book and tax treatment of construction period interest. As in
prior rate cases, for tax purposes SDG&E follows the rules in IRC § 263A in this filing with

respect to the treatment of construction period interest.

201981 Cal. PUC LEXIS 1240; 7 CPUC 2d 332.
2 SDG&E’s election under former IRC § 46(f)(2).
22 1988 Cal. PUC LEXIS 102; 27 CPUC 2d 310.
2 Id. at ¥95-96.

2 TCJA Section 13001(d)(3)(B).
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As prescribed by the CPUC in D.84-05-036, SDG&E used the statutory federal tax rate
of 35% for 2016-2017 and 21% for 2018-2019, and the statutory state tax rate of 8.84%, in its
development of the net-to-gross multiplier used to gross-up tax expense to a revenue
requirement.?

2. Schedule M Items and Other Specific Tax Deductions

SDG&E makes several adjustments to book income in the form of Schedule M
adjustments to arrive at taxable income. In addition, there are other types of deductions
permitted under the IRC that have been incorporated into the computation of SDG&E’s tax

expense, as discussed below.

Fixed Charges — Operating. This adjustment represents the interest expense accrued on

debt used to finance rate base. The deduction is computed using rate base and the authorized
weighted-average cost of long-term debt. The CCFT interest deduction is based on rate base net
of deferred ITC (as ITC is not available for CCFT purposes).

Fiscal Year/Calendar Year Property Tax Adjustment. An adjustment is made to add back

book calendar-year property tax expense and deduct fiscal-year property tax expense as allowed
by federal and state tax law. Consistent with CPUC policy, this deduction is flowed through in
the calculation of income tax expense.

Prior Year CCFT. Federal law allows a deduction for state income taxes paid. In

California, this is the CCFT deduction. For ratemaking purposes, D.89-11-058% specifies that
the allowable deduction is the prior years’ CPUC-adopted CCFT, not the current year CCFT.
Since there is, as yet, no CPUC-adopted CCFT, SDG&E has used the prior year’s CCFT
estimate in calculating federal tax expense for TY 2019.

Internally-Developed Software. For financial accounting purposes, software

expenditures are capitalized and amortized to expense over various lives. For tax purposes, a
current-year deduction is allowed under IRC § 174 for internally developed software

expenditures.’” SDG&E has deducted internally developed software expenditures as a flow-

231984 Cal. PUC LEXIS 1325 at *62-63 (Conclusion of Law 9).

261989 Cal. PUC LEXIS 815 at *34 (Conclusion of Law 1); 33 CPUC 2d 495.

" The 2019 tax deduction for internally-developed software is a function of the forecasted spend on
internally-developed software in TY 2019. Spend data is forecasted by capital witnesses in the rate base
module and the tax module pulls in the forecasted spend data from the rate base module.
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through deduction pursuant to D.84-05-036.2% IRC § 167(f)* requires capitalization of un-
modified, or “canned” software. SDG&E applies normalized tax accounting treatment to
expenditures for canned software pursuant to D.84-05-036.

Federal Tax Depreciation. Federal tax depreciation on post-1980 vintage property is

governed by the normalization rules described earlier. Differences between book and tax
depreciation resulting from the different lives and methods used to compute book and tax
depreciation are normalized. Federal tax return depreciation on pre-1981 vintage property is
flowed through as a deduction in the computation of federal taxable income, as is depreciation
attributable to differences in the basis used to depreciate property for book and tax purposes.

State Tax Depreciation. California did not adopt the federal accelerated depreciation

lives and methods or the normalization requirements enacted by the Economic Recovery Tax Act
of 1981 (ERTA) and the TRA 86. Accordingly, there is no requirement to normalize state tax
depreciation; therefore, SDG&E flows through state tax depreciation in excess of the amount
deducted for book purposes. SDG&E’s state tax depreciation is calculated using the Asset
Depreciation Range Method (ADR) prescribed by the IRS prior to 1981, which utilizes double
declining balance depreciation switching to a straight-line method when book depreciation
exceeds the double declining balance method.

Federal Cost of Removal. SDG&E follows the guidance in IRS Revenue Ruling 2000-

7,3 which provides a current tax deduction for actual costs to remove assets retired from service
in the year that those costs are incurred. For book purposes, estimates of such costs are
capitalized and depreciated over the life of the assets. Thus, there is a timing difference between
tax and book. To be consistent with the treatment of property that is being depreciated under the
Accelerated Cost Recovery System (ACRS) or the Modified Accelerated Cost Recovery System
(MACRS) as described above, SDG&E normalizes the costs to remove those assets for federal
tax purposes and flows through the federal removal costs only on pre-1981 vintage assets retired
from service. This treatment is consistent with prior GRCs.

State Cost of Removal. California did not adopt the federal ACRS or MACRS

depreciation systems, choosing instead to remain on the ADR system. Accordingly, SDG&E

*$1984 Cal. PUC LEXIS 1325.
¥ IRC § 167(f) required capitalization of un-modified software purchased after August 10, 1993.
392000-1 C.B. 712.
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flows through removal costs for CCFT purposes irrespective of the vintage of the underlying

assets per D.84-05-036.3' This treatment is consistent with prior GRCs.

Repairs Deduction. The Schedule M adjustment for the repairs deduction represents the
difference between expenditures that are permitted to be deducted as repairs for tax purposes and
those same expenditures that are required to be capitalized for financial reporting purposes.
SDG&E has flowed through the tax benefits associated with its projected repairs deduction to
ratepayers for TY 2019 for both federal and California purposes in accordance with D.93848.

Section 199 Deduction. The American Jobs Creation Act of 2004 added Section 199 to

the IRC. Under IRC § 199, manufacturers may deduct the lower of: (1) a fixed percentage of
their qualified production activities income, or (2) 50% of the wages of employees involved in
the qualified production activity. The fixed percentage is 9% of qualified income for tax years
after 2009. For public utilities, income derived from the generation of electricity qualifies for
deduction under Section 199. The TCJA eliminated the Section 199 deduction beginning with
the 2018 tax year.*> Accordingly, SDG&E has calculated a Section 199 deduction for its
qualified production of electricity in its calculation of income tax expense for 2016 and 2017
only. The deduction for those years is limited to the lesser of 9% of income from the production
of electricity or 50% of wages paid to employees engaged in the production of electricity. If the
company has no taxable income in a particular year, the Section 199 deduction is unavailable for
that year.

Tax Credits. SDG&E has reflected an offset to tax expense for allowable federal and
state tax credits allowed under current law. SDG&E has also reflected a “credit addback” where
required in computing taxable income. As a general rule, a taxpayer cannot claim both a
deduction and a credit for the same item of expense. Therefore, SDG&E has added the amount
of credits claimed back to taxable income to reverse the corresponding tax deductions.

C. Discussion of Deferred Taxes

The accumulated deferred federal income tax (ADFIT) resulting from the difference
between normalized tax depreciation computed using a book life and book method and the
comparable tax depreciation computed using ACRS or MACRS has been included as an

adjustment to rate base in this GRC (see the testimony of R. Craig Gentes, Exhibit SDG&E-33-

311984 Cal. PUC LEXIS 1325 at *59 (Finding of Fact 23).
32 TCJA Section 13305(a).
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2R, for a discussion of rate base). SDG&E’s treatment of deferred taxes is in accordance with
IRC § 168(1)(9), Treas. Reg. § 1.167(1)-1, and numerous related IRS rulings that taken together
constitute the “tax normalization” requirements.

All current law has been followed in the development of deferred federal income taxes.
Accumulated deferred taxes for TY 2019 were developed on a monthly basis and prorated in
accordance with the normalization requirements in Treas. Reg. § 1.167(1)-1(h)(6)(ii).>*

1. Bonus Depreciation
a. Extension under the PATH Act

On December 18, 2015, President Obama signed into law The Protecting Americans from
Tax Hikes Act of 2015 (the PATH Act).>* One of the provisions of the PATH Act was an
extension of the bonus depreciation rules, which has deferred tax implications for SDG&E’s TY
2019 forecasts.

The bonus depreciation rules allow taxpayers to immediately expense a specified
percentage of qualifying property placed into service in a particular year, rather than requiring
the taxpayer to depreciate the full amount of the property over multiple years. Unlike previous
extensions that generally extended bonus depreciation for only one year, the PATH Act extended
bonus depreciation to eligible property placed into service between January 1, 2015 and
December 31, 2019, and for costs incurred before January 1, 2020 attributable to eligible long
production period property (LPPP)?® that is placed into service before January 1, 2021.3” The
bonus depreciation rules expire generally on December 31, 2019 (and expire on December 31,

2020 for eligible LPPP).

33 The method prescribed by Treas. Reg. § 1.167(1)-1(h)(6)(ii) is to be used when rates are set on a
projected future period. Tax expense must be computed using a rate and method consistent with the rate
and method used for book depreciation. The deferred tax reserve that reduces rate base must be computed
using the average of the beginning-of-year balance plus a prorated end-of-year balance. The prorated
end-of-year balance was computed assuming that additions to the deferred tax balances are credited
ratably at the end of each month throughout the year.

**Pub. L. No. 114-113, H.R. 2029.

3 IRC § 168(k).

3¢ LPPP is defined as property with a MACRS tax depreciation life of at least 10 years, a cost exceeding
$1 million, and a construction period of one year or more. IRC § 168(k)(2)(B)(i).

3TIRC § 168(k)(2)(B).
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The bonus depreciation percentage for eligible property placed in service in 2015-2017 is
50%.%® The percentage decreases to 40% for 2018 and decreases further to 30% for 2019.%°
Special rules allow qualifying LPPP to receive a one-year extension on the bonus depreciation
phase-out rates. Therefore, for qualifying LPPP, the 50% bonus depreciation rate applies to
property placed in service in 2018, the 40% rate applies to property placed in service in 2019,
and the 30% rate applies to property placed in service in 2020.%

The bonus depreciation rules contained in the PATH Act apply to the same types of
property eligible for bonus depreciation under prior law. Property eligible for bonus depreciation
is generally limited to business property with a tax recovery period of 20 years or less and only if
the original use of the property commences with the taxpayer.

For ratemaking purposes, bonus depreciation allowed by the PATH Act is subject to the
tax normalization rules contained in IRC § 168 and Treasury Regulations under former IRC §
167. The ratemaking effect of the PATH Act is to increase federal tax return depreciation for
2015 through 2019 above the regular tax depreciation provided by the federal MACRS
depreciation system. The extra bonus tax depreciation allowed by the PATH Act creates
additional deferred taxes equal to the extra bonus depreciation multiplied by the federal income
tax rate. The impact of the PATH Act’s extension of bonus depreciation on SDG&E’s 2015 and
2016 tax years was reflected in D.16-06-054 (SDG&E’s 2016 GRC Decision);*! therefore, the
additional deferred taxes created by the PATH Act’s extension of bonus depreciation are
reflected in the accumulated deferred tax balances for purposes of calculating rate base.

Except in the case of certain qualified self-constructed assets placed in service in 2005,
bonus depreciation has not been calculated on property placed in service between January 1,
2005 and December 31, 2007, when bonus depreciation was not allowed. The residual impact of
bonus depreciation taken on qualified property placed in service in prior periods is reflected in
the accumulated deferred income tax balances for 2016-2019.

b.  Changes to the Bonus Depreciation Rules under the TCJA

The bonus depreciation rules under the TCJA supersede the bonus depreciation rules

under the PATH Act for qualified property acquired pursuant to a written binding contract and

BIRC § 168(k)(1)(A).

¥ IRC § 168(k)(6).

O

41 See D.16-06-054 at 213.
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placed in service after September 27, 2017.*> For such property, the TCJA generally increases
the bonus depreciation allowance to 100 percent through the end of 2022.* However, the TCJA
also specifies that bonus depreciation is not available for assets acquired in the trade or business
of the furnishing or sale of:

(D) electric energy, water, or sewage disposal services, (II) gas or steam
though a local distribution system, or (III) transportation of gas or steam
by pipeline, if the rates for such furnishing or sale, as the case may be,
have been established or approved by a State or political subdivision
thereof, by any agency or instrumentality of the United States, by a public
service or public utility commission or other similar body of any State or
political subdivision thereof, or by the governing or ratemaking body of an
electric cooperative.”*
Accordingly, the TCJA eliminates the bonus depreciation deduction for regulated utilities, such
as SDG&E.

The TCJA includes a transition rule applicable to property acquired pursuant to a written
binding contract on or before September 27, 2017, but placed in service after such date. Under
the transition rule, the bonus depreciation rates and rules under the PATH Act still apply.*®
Thus, for property subject to the transition rule, qualified property placed in service in 2017 is
eligible for 50% bonus depreciation, property placed in service in 2018 is eligible for 40% bonus
depreciation, and property placed in service in 2019 is eligible for 30% bonus depreciation.*®

While it is clear that the TCJA eliminates the bonus depreciation deduction for regulated
utilities on a going forward basis, the precise manner in which the transition rule should be
applied remains unclear, in particular the application of the “acquisition” requirement. The IRS
and the United States Treasury Department (Treasury) recognized that additional guidance is
needed for the TCJA’s new bonus depreciation rules by adding “Guidance on new § 168(k)” as a
priority project in the most recent update to the IRS and Treasury’s 2017-2018 Priority Guidance
Plan (Guidance Plan).*” The updated Guidance Plan “reflects 29 additional projects, including

those that have become near term priorities as a result of the Tax Cuts and Jobs Act

42 TCJA Section 13201(h)(1).

 TCJA Section 13201(a)(2).

* TCJA Sections 13201(d)(9)(A) and 13301(a).

4 TCJA Section 13201(a)(3).

% Jd; 1.R.C. § 168(k)(8)(A) and (B).

47 Department of the Treasury 2017-2018 Priority Guidance Plan, 2™ quarter update (Feb. 7, 2018).
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legislation.”*® The Guidance Plan lists the priority guidance projects that the IRS and Treasury
“hope to complete during the twelve-month period from July 1, 2017 through June 30, 2018.”%
Thus, it is possible that the IRS and Treasury will release additional guidance for the new bonus
depreciation rules under the TCJA by June 30, 2018, although there is no requirement for the
IRS and Treasury to meet this target date. Accordingly, it is uncertain if or when additional
guidance under the TCJA’s bonus depreciation rules will be released.

There is no consensus as yet among utilities or accounting firms on the application of the
transition rules. SDG&E has reviewed the statutory language of the new bonus depreciation
rules under the TCJA, discussed the issue with its outside advisors, and participated in industry
group discussions regarding the bonus depreciation rules. After its analysis and its discussions
with outside experts and its utility peers, SDG&E has concluded that the best interpretation of
the new rules is to follow the statutory language as written, and not to assume that any
forthcoming guidance from the IRS or Treasury will narrow, expand, or otherwise change the
application of the transition rules, or any other bonus depreciation rules under the TCJA. Such
assumption is consistent with SDG&E’s overall methodology on income taxes, which is to apply
the current tax law without attempting to predict potential future changes in tax law.
Accordingly, consistent with the language of the TCJA, SDG&E has not taken bonus
depreciation on any property that was placed in service after September 27, 2017 and was not
acquired pursuant to a written binding contract on or before such date.>

2. Contributions-in-Aid-of-Construction

Contributions-in-aid-of-construction (CIAC) are non-refundable contributions collected
from utility customers in the form of money — or its equivalent — toward the construction of
plant, such as customer-requested relocations. CIAC became taxable under the TRA 86. The
CPUC proposed the Maryland Method or Method 5 as acceptable alternatives for the ratemaking
treatment of CIAC in D.87-09-026.%! SDG&E elected the Maryland Method to account for the

®1d.

¥ 1d.

% If the IRS or Treasury issue guidance clarifying the application of the bonus depreciation rules under
the TCJA, and such guidance differs from SDG&E’s interpretation of the rules, SDG&E will revise its
calculation of bonus depreciation to be consistent with such guidance. SDG&E proposes to reflect any
such revised calculation in its Update Testimony, or, alternatively, to track the impact of the revised
calculation in its TMA, depending on the timing of when such IRS or Treasury guidance is issued.
>11987 Cal. PUC LEXIS 195; 25 CPUC 2d 299.
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tax impacts of CIAC and the related income tax component of CIAC (ITCC) as required by the
TRA 86. Under the Maryland Method, the utility shareholders bear the impact of any shortfall
between the tax liability and the tax gross-up ITCC collected from the contributor. The
shareholders recover the shortfall through the tax depreciation benefits on the constructed
property. Accordingly, there is no impact on rate base under the Maryland Method. In
accordance with D.87-09-026, SDG&E has not reflected any impact on rate base for the tax paid
on CIAC income and the related ITCC received subsequent to February 10, 1987, the date that
CIAC became taxable under the TRA 86.

3. Excess Deferred Taxes Related to the TCJA

SDG&E has recomputed its AFDIT balances as of January 1, 2018 to reflect the
reduction in the federal corporate income tax rate from 35% to 21% under the TCJA. The
difference in the AFDIT balance under the old tax rate versus under the new tax rate represents
the excess deferred tax reserve created by the TCJA. The TCJA defines the “excess tax reserve”
as “(i) the reserve for deferred taxes (as described in section 168(i)(9)(A)(ii) of the Internal
Revenue Code of 1986) as of the day before the corporate rate reductions . . . made by this
section take effect, over (ii) the amount which would be the balance in such reserve if the amount
of such reserve were determined by assuming that the corporate rate reductions provided in this
Act were in effect for all prior periods.”>?

These excess deferred tax reserves belong to SDG&E’s customers, and SDG&E will
return the excess deferred taxes to its customers in full. But in doing so, SDG&E must adhere to
the timing rules and other requirements under the TCJA. Failure to follow these rules and
procedures will result in a normalization violation.>> The TCJA specifies that utilities may not
return the excess AFDIT associated with utility plant assets (excess plant-based AFDIT) more
rapidly than ratably over the life of the underlying assets.>* Specifically, utilities are generally
not permitted, in computing costs of service for ratemaking purposes, to refund excess plant-
based AFDIT more rapidly or greater than the reductions permitted by the ARAM approach,

which requires amortization of the excess tax reserve over the remaining regulatory lives of the

32 TCJA Section 13001(d)(3). The TCJA’s reference to IRC Section 168(i)(9)(A)(ii) is to the IRS
normalization rules discussed earlier in my testimony.

3 TCJA Section 13001(d)(4).

3 TCJA Section 13001(d)(1).
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property that gave rise to the AFDIT.> If a utility’s books and records do not contain the vintage
data necessary to apply ARAM, the TCJA allows the utility to use an alternative method that
amortizes the excess plant-based AFDIT ratably over the remaining average life or composite
rate used to compute depreciation for regulatory purposes.>®

The TCJA defines ARAM as follows:

The average rate assumption method is the method under which the excess
in the reserve for deferred taxes is reduced over the remaining lives of the
property as used in its regulated books of account which gave rise to the
reserve for deferred taxes. Under such method, during the time period in
which the timing differences for the property reverse, the amount of the
adjustment to the reserve for the deferred taxes is calculated by
multiplying — (i) the ratio of the aggregate deferred taxes for the property
to the aggregate timing differences for the property as of the beginning of
the period in question, by (ii) the amount of the timing differences which
reverse during such period.>’
ARAM is computed on an asset-by-asset basis. Thus, due to the large number of SDG&E’s
plant-related assets, the computation is too complex and detailed to incorporate within the RO
Model. SDG&E instead relies on its tax accounting and depreciation software to compute the
ARAM amount for each year.

The requirement to use ARAM applies only to excess deferred taxes on plant-based
assets that are subject to the IRS normalization rules (also known as “protected” assets). In
SDG&E’s prior rate case proceedings, certain other timing differences related to plant-based
assets have been and continue to be treated as normalized differences, even though they fall
outside of the IRS definition of normalization. Since these “unprotected” plant-based timing
differences have been afforded normalization treatment in prior rate case decisions, SDG&E
proposes that an ARAM methodology should also be used to return these benefits to its
customers.

The ARAM rules under the TCJA do not discuss the individual components of plant-

based deferred taxes. Thus, there is uncertainty within the utility industry regarding how to treat

removal costs for purposes of the ARAM computation. SDG&E has discussed the issue with its

> TCJA Section 13001(d)(3)(B).

¢ TCJA Section 13001(d)(3)(C). SDG&E has the vintage data needed to compute ARAM and thus does
not fall within this exception.

> TCJA Section 13001(d)(3)(A).
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outside advisors and participated in industry group discussions regarding the proper treatment of
removal costs in the ARAM calculation. After its analysis and its discussions with outside
experts and its utility peers, SDG&E has concluded that the best interpretation of the ARAM
rules under the TCJA is to exclude new removal costs accrued for book purposes after December
31, 2017 from its ARAM calculation.® Since ARAM addresses historical excess tax reserves
(i.e., pre-2018), SDG&E’s position is that only the depreciation that relates to the recovery of the
original cost of those capital expenditures should be included. The depreciation related to
recovering new cost of removal is a new timing difference arising after 2017; thus, by definition,
it is not a recovery of the original cost basis that gave rise to the historical excess tax reserves
from tax accelerated depreciation.

SDG&E is aware of at least one other utility that is seeking a private letter ruling from
the IRS on the issue of whether future removal costs should be excluded from the ARAM
calculation. If the IRS issues a private letter ruling on this issue, or if the IRS or Treasury release
other guidance on this issue, and such ruling or guidance differs from SDG&E’s position,
SDG&E will recalculate the ARAM adjustment to conform to such guidance. Alternatively, if
the Commission believes it is necessary, SDG&E could request its own private letter ruling from
the IRS on this issue. SDG&E proposes to reflect any such revised calculation of the ARAM
adjustment in its Update Testimony, or, alternatively, to track the impact of the revised
calculation in its TMA, depending on the timing of when such IRS or Treasury guidance is
issued.

D. Summary Tables

The following summary tables reflect the federal and state income taxes applicable to this
filing. The “Electric Distribution” tables, Table SDG&E-RGR-3-1 and Table SDG&E-RGR-4-

1, include electric distribution and electric generation for 2016.

¥ SDG&E’s position is consistent with the positions taken on this same issue by both Southern California
Edison Company (SCE) and Pacific Gas and Electric Company in their recent submissions to the
Commission to address the impact of the TCJA. See A.16-09-001, Exhibit SCE-60: Tax Update
Testimony; A.13-12-012/Investigation (I.) 14-06-016, Petition for Modification of D.16-06-056 of PG&E
to Reflect Tax Changes; A.15-09-001, Petition for Modification of D.16-06-056 of PG&E to Reflect Tax
Changes; A.17-11-009, Update Testimony (March 30, 2018).
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Table SDG&E-RGR-3-1
Electric Distribution
Calculation of Federal & State Income Taxes

($ in Thousands)

Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
1 Total Operating Revenue 1,313,189 1,284,807 1,284,513 1,489,537
2 O&M Expenses (495,926) (495,212) (513,333) (608,093)
3 Taxes Other than Income Taxes (69,270) (68,784) (74,857) (86,525)
4 Book Income Before Depr. & Income Taxes 747,993 720,810 696,323 794,919
5 State Tax Adjustments (537,836) (479,591) (548,813) (609,500)
6 Taxable Income 210,157 241,219 147,510 185,419
7 CCFT Rate 8.84% 8.84% 8.84% 8.84%
8 California Corporate Franchise Tax 18,578 21,324 13,040 16,391

Book Income Before Depr. & Income Taxes
9 (Line 4, above) 747,993 720,810 696,323 794,919
10 Federal Tax Adjustments (552,560) (461,290) (537,483) (627,308)
11 Taxable Income 195,433 259,521 158,840 167,612
12 Federal Income Tax Rate 35% 35% 21% 21%
13 Federal Income Tax Before Credits 68,402 90,832 33,356 35,198
14 Investment Tax Credit Amortization (2,086) (2,319) (1,509) (795)
15 Average Rate Assumption Method (ARAM) (124) (155) (4,981) (5,795)
16 Other (720) (121) (24) -
17 Total Federal Income Tax 65,473 88,237 26,843 28,609
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Table SDG&E-RGR-3-2
Gas Distribution

Calculation of Federal & State Income Taxes

($ in Thousands)

Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year

1 Total Operating Revenue 292,361 348,949 364,814 435,236
2 O&M Expenses (156,791) (188,773) (197,854) (233,568)
3 Taxes Other than Income Taxes (14,365) (17,254) (19,437) (22,151)
4 Book Income Before Depr. & Income Taxes 121,205 142,922 147,523 179,517
5 State Tax Adjustments (99,625) (114,015) (123,650) (125,748)
6 Taxable Income 21,581 28,907 23,873 53,768
7 CCFT Rate 8.84% 8.84% 8.84% 8.84%
8 California Corporate Franchise Tax 1,908 2,555 2,110 4,753

Book Income Before Depr. & Income Taxes

9 (Line 4, above) 121,205 142,922 147,523 179,517
10 Federal Tax Adjustments (89,144) (94,928) (106,001) (118,948)
11 Taxable Income 32,061 47,994 41,521 60,569
12 Federal Income Tax Rate 35% 35% 21% 21%
13 Federal Income Tax Before Credits 11,221 16,798 8,720 12,719
14 Investment Tax Credit Amortization (513) (513) (513) (209)
15 Average Rate Assumption Method (ARAM) - - (1,343) (1,508)
16 Other (51) 17) 3 -
17 Total Federal Income Tax 10,658 16,268 6,860 11,003
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Table SDG&E-RGR-3-3
Electric Generation
Calculation of Federal & State Income Taxes

($ in Thousands)

Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year

1 Total Operating Revenue - 209,537 195,750 273,945
2 O&M Expenses - (70,799) (70,156) (101,985)
3 Taxes Other than Income Taxes - (13,057) (13,186) (15,926)
4 Book Income Before Depr. & Income Taxes - 125,681 112,408 156,034
5 State Tax Adjustments - (52,837) (65,944) (85,902)
6 Taxable Income - 72,845 46,464 70,132
7 CCFT Rate 8.84% 8.84% 8.84% 8.84%
8 California Corporate Franchise Tax - 6,439 4,107 6,200

Book Income Before Depr. & Income Taxes

9 (Line 4, above) - 125,681 112,408 156,034
10 Federal Tax Adjustments - (64,203) (64,405) (89,904)
11 Taxable Income - 61,479 48,003 66,130
12 Federal Income Tax Rate 35% 35% 21% 21%
13 Federal Income Tax Before Credits - 21,518 10,081 13,887
14 Investment Tax Credit Amortization - - - -
15 Average Rate Assumption Method (ARAM) - - - -
16 Other - - - -
17 Total Federal Income Tax - 21,518 10,081 13,887
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Table SDG&E-RGR-4-1

Electric Distribution

Summary of Income Tax Adjustments

($ in Thousands)
Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
Federal Tax Adjustments:
1 Tax Depreciation *° (264,964) (242,709) (264,351) (324,594)
2 Fixed Charges — Operating (91,166) (81,407) (82,088) (93,913)
3 Repairs (81,226) (76,708) (118,058) (154,445)
4 Software Development (60,759) (37,301) (42,699) (28,335)
5 Cost of Removal (6,072) (5,279) (5,279) (5,279)
6 Ad Valorem Tax - Fiscal/Calendar (8,107) (2,029) (3,685) (7,702)
7 Section 199 Deduction - - - -
8 Credit Addback & Other 35 - - -
9 Prior Year Calif. Corp. Franchise Tax (40,300) (15,857) (21,324) (13,040)
10 Total Federal Tax Adj. (Deduction) (552,560) (461,290) (537,483) (627,308)
State Tax Adjustments:

11 Tax Depreciation (252,870) (241,919) (261,904) (284,686)
12 Fixed Charges — Operating (90,833) (81,126) (81,861) (93,703)
13 Repairs (81,226) (76,708) (118,058) (154,445)
14 Software Development (60,759) (37,301) (42,699) (28,335)
15 Cost of Removal (44,318) (40,630) (40,630) (40,630)
16 Ad Valorem Tax - Fiscal/Calendar (8,107) (2,029) (3,685) (7,702)
17 Credit Addback & Other 278 121 24 -
18 Total State Tax Adj. (Deduction) (537,836) (479,591) (548,813) (609,500)

59 As discussed in SDG&E’s Revised Tax Testimony served on December 20, 2017, SDG&E discovered
an error in the electric distribution “Tax Depreciation” amounts for 2016 — 2019 shown in Table SDG&E-
RGR-4-1 of the Revised Tax Testimony, which caused the Tax Depreciation amount for TY 2019 to be

overstated. This revised Table SDG&E RGR-4-1 reflects the correction of that error.
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Table SDG&E-RGR-4-2

Gas Distribution

Summary of Income Tax Adjustments

($ in Thousands)
Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
Federal Tax Adjustments:
1 Tax Depreciation (40,473) (45,900) (52,787) (67,661)
2 Fixed Charges — Operating (14,852) (17,294) (18,112) (21,707)
3 Repairs (14,403) (13,678) (13,678) (13,678)
4 Software Development (9,797) (15,382) (17,608) (11,684)
5 Cost of Removal (295) (279) (279) (279)
6 Ad Valorem Tax - Fiscal/Calendar (1,314) (488) (982) (1,828)
7 Section 199 Deduction - - - -
8 Credit Addback & Other 6 - - -
9 Prior Year Calif. Corp. Franchise Tax (8,016) (1,908) (2,555) (2,110)
10 Total Federal Tax Adj. (Deduction) (89,144) (94,928) (106,001) (118,948)
State Tax Adjustments:

11 Tax Depreciation (57,181) (65,064) (71,135) (74,707)
12 Fixed Charges — Operating (14,823) (17,276) (18,107) (21,706)
13 Repairs (14,403) (13,678) (13,678) (13,678)
14 Software Development (9,797) (15,382) (17,608) (11,684)
15 Cost of Removal (2,151) (2,144) (2,144) (2,144)
16 Ad Valorem Tax - Fiscal/Calendar (1,315) (488) (982) (1,828)
17 Credit Addback & Other 45 17 3 -
18 Total State Tax Adj. (Deduction) (99,625) (114,015) (123,650) (125,748)
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Table SDG&E-RGR-4-3
Electric Generation
Summary of Income Tax Adjustments

($ in Thousands)
Line 2016 2017 2018 2019
No. | Description Recorded Estimated Estimated Test Year
Federal Tax Adjustments:

1 Tax Depreciation - (43,057) (44,258) (63,755)
2 Fixed Charges — Operating - (14,921) (13,651) (19,363)
3 Repairs - - - -
4 Software Development - - - -
5 Cost of Removal - - - -
6 Ad Valorem Tax - Fiscal/Calendar - (19) (55) (2,679)
7 Section 199 Deduction - (3,484) - -

8 Credit Addback & Other - - - -
9 Prior Year Calif. Corp. Franchise Tax - (2,721) (6,439) (4,107)
10 Total Federal Tax Adj. (Deduction) - (64,203) (64,405) (89,904)

State Tax Adjustments:

11 Tax Depreciation - (37,896) (52,237) (63,860)
12 Fixed Charges — Operating - (14,921) (13,651) (19,363)
13 Repairs - - - -
14 Software Development - - - -
15 Cost of Removal - - - -
16 Ad Valorem Tax - Fiscal/Calendar - (19) (55) (2,679)
17 Credit Addback & Other - - - -
18 Total State Tax Adj. (Deduction) - (52,837) (65,944) (85,902)

E. Results

The overall decrease in federal and state income tax expense from 2016 to TY 2019 is

primarily a function of the federal corporate income tax rate reduction under the TCJA, which is

partially offset by increasing book income before taxes resulting from the return on a growing

rate base (see the testimony of R. Craig Gentes, Exhibit SDG&E-33-2R, for a discussion of rate

base). Federal and state tax adjustments are also growing annually which, in turn, partially

offsets the growth in book income before taxes from 2016 to TY 2019.
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F. Tax Memorandum Account
1. Background

In SDG&E’s 2016 GRC Decision,*® the Commission instructed SDG&E to establish a
TMA for the 2016 GRC cycle (January 1, 2016 — December 31, 2018).5' As stated by the
Commission, the purpose of the TMA “is to increase the transparency of the utilities” incurred
and forecasted income tax expenses to the Commission, so that the Commission can more
closely examine the revenue impacts caused by the utilities’ implementation of various tax laws,
tax policies, tax accounting changes, or tax procedure changes.”®> The TMA “shall remain open
and the balance in the account shall be reviewed in every subsequent GRC proceeding until a
Commission decision closes the account.”

Pursuant to the Commission’s directives, SDG&E filed Advice Letter No. 2928-E-
A/2496-G-A on September 16, 2016 to establish the TMA. As further discussed in the testimony
of SDG&E witness Norma Jasso (Exhibit SDG&E-41), the TMA is a two-way tracking account
that separately tracks the revenue requirement impact of the differences between tax expenses
forecasted and tax expenses incurred resulting from: (1) net revenue changes resulting from
differences between forecasted federal and state tax adjustments and tax credits to incurred
federal and state tax adjustments and tax credits; (2) mandatory tax law changes, tax accounting
changes, tax procedural changes, and tax policy changes; (3) elective tax law changes, tax
accounting changes, tax procedural changes, and tax policy changes; (4) the completion of audits
by federal and state taxing authorities; and (5) the implementation of any IRS private letter ruling
regarding compliance with IRS normalization regulations.

The Commission approved Advice Letter No. 2928-E-A/2496-G-A on December 5,
2016. Consistent with D.16-06-054, SDG&E is tracking and will continue to track the items in
the TMA in accordance with the provisions of Advice Letter No. 2928-E-A/2496-G-A until such

time that the Commission closes the account.

D.16-06-054.

8 Id. at Ordering Paragraph 4.
82 1d. at 196.

$1d.

RGR-31





O 0 9 N N bW N

I S S S U = =
N N L A WD = O

NN ——
NN B W= OO

NN
Nelie]

2. Clarification of the Scope and Intent of the TMA from PG&E’s 2017
GRC Decision

In its final decision in Pacific Gas and Electric Company’s (PG&E’s) 2017 GRC, the
CPUC instructed PG&E to establish a TMA “consistent with our identical orders in the SDG&E
and SoCalGas Test Year 2016 proceeding.”®* The stated purpose, terms, and requirements of
PG&E’s TMA were identical to what the CPUC had ordered in SDG&E’s 2016 GRC Decision.®®

In comments to its proposed decision, PG&E raised several policy and practical concerns
regarding the TMA, including the concern that, to the extent the TMA requires PG&E to true-up
forecasted tax expenses for ratemaking purposes to the actual tax expenses incurred, the TMA is
inconsistent with the CPUC’s longstanding policy as stated in OII 24. The CPUC’s policy as set
forth in OII 24 is discussed below.

a. CPUC’s Policy on True Up of Income Taxes

The CPUC held in OII 24 that the impact of tax adjustments in excess of or below what
was forecasted in the GRC generally should not be trued up.%® In its decision, the CPUC
explained the view expressed by both CPUC staff and Industry representatives that seeking a
change from this general ratemaking policy for a particular, isolated tax item would not be
appropriate:

Staff and Industry agree . . . that differences in income taxes between
estimated and actual cannot be isolated from other factors in determining
whether an adjustment should be made to the test-year estimate. Any
review of differences would have to include the effects of differences of
all estimates for revenues, operating expenses, income taxes and return on
investment. Any prospective adjustment based on past over- or
underestimates would have to take into consideration the overall effect of
the differences for all components of the test-year. Under these
circumstances parties recommend no change in the present ratemaking
procedure.®’

The CPUC in OII 24 agreed with the recommendation of the parties that it generally was

not appropriate and not good policy to true up forecasted income taxes to actual amounts:

% D.17-05-013 at 116.

% Id. at 116-117.

6 See 1984 Cal. PUC LEXIS 1325 at *33-34 (“such differences are inherent in the use of future test
periods for ratemaking . . . Since income taxes are derived residually, we agree that individual factors
should not be isolated for purposes of comparing estimated and recorded results.”).

7 Id. at *33.
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Since income taxes are derived residually, we agree that individual factors
should not be isolated for purposes of comparing estimated and recorded
results. Obviously, if the utility earnings are substantially less than
authorized, then a comparison of estimated and actual income taxes is
misleading. Moreover, an across-the-board comparison of estimated and
recorded results is not useful for any purpose other than informational,
because it is consistent with test-year ratemaking.®®

b. CPUC’s Response to PG&E’s Comments

The CPUC addressed PG&E’s comments and clarified that the intent of the TMA is not

to adopt a true-up mechanism for taxes, and that the CPUC has not changed its longstanding

policy on this issue:

PG&E’s arguments rely on an incomplete reading of D.84-05-036 to
oppose an outcome that is not, in fact, part of the APD. The Commission
begins D.84-05-036 with an explanation that “[i]n the order that instituted
this investigation we stated “the determination of reasonable allowable
ratemaking expenses for federal and state income taxes is a matter of
continuing concern to this Commission in its effort to establish reasonable
utility rates.” The Commission then addresses a number of specific
questions with respect to taxes and appropriate ratemaking policies.
PG&E cites D.84-05-036 and asserts that “[t]he Commission
acknowledged that differences between estimated and recorded tax
deductions and correspondingly estimated and recorded tax expense will
occur in the ratemaking process and concluded that a true-up mechanism
for taxes is not good policy.” While the Commission does decline to
“require utilities to submit adjustments reflecting reductions in taxes”, it
qualifies this result by stating “[w]e agree that changes in tax laws may be
taken into account in ratemaking”. The APD does not adopt any sort of
“true-up mechanism”—rather, it adopts a mechanism that will provide the
Commission with the information that it needs so that “changes in tax laws
may be taken into account in ratemaking.” PG&E appears concerned that
the APD adopts what PG&E terms an “actual taxes” standard, stating “[i]n
light of the widely recognized problems inherent in an actual taxes
standard, it would be expected that a change in policy be preceded by a
well-articulated explanation; however, the APD makes no reference to OII
24, let alone an attempt to rationalize the APD’s outcome against the
instruction in OII 24.” Again, the APD makes no such change in policy.®

% Id. at *34.

% 1D.17-05-013 at 226-227 (citations omitted).
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Accordingly, the CPUC clearly articulated in its decision in the PG&E 2017 GRC that
the purpose and intent of the TMA is not to true up forecasted taxes to actual taxes, but rather to
gain a better understanding of and visibility into “the revenue impacts caused by the utilities’
implementation of various tax laws, tax policies, tax accounting changes, or tax procedure

changes.”””

3. 2016 TMA Balances

Based on the foregoing and in accordance with D.16-06-054, SDG&E presents the 2016
TMA balance. A schedule that shows the TMA balances for 2016 (TMA Schedule) is attached
as Appendix B. In order to provide additional transparency to the CPUC, and consistent with the
CPUC’s clarifications regarding the purpose and scope of the TMA as articulated in PG&E’s
2017 GRC decision, the TMA Schedule separates the amount for each line item between: (a) the
impact of differences between forecasted and incurred amounts related to changes in tax law, tax
accounting, tax procedure, or tax policy, holding all other forecast items constant; and (b) the
impact of differences not related to changes in tax law, tax accounting, tax procedure, or tax
policy (i.e., differences caused by differences in revenue, capital expenditures, the timing of
when an asset is placed in service, etc.), holding all other forecast items constant. If the change
in tax expense would decrease revenue, the amount is shown as a credit. If the change in tax
expense would increase revenue, the amount is shown as a debit. Each line item in the TMA
Schedule is discussed in turn, below.

a. Net Revenue Changes

The definition and scope of the “Net Revenue Changes” tracking item ordered by the
Commission is unclear to SDG&E. SDG&E has interpreted “Net Revenue Changes” to mean
the revenue impact of differences between incurred and authorized 2016 amounts for all income
tax adjustments and credits.”! As shown in the TMA Schedule, none of these differences for

2016 were caused by changes in tax law, tax accounting, tax procedure, or tax policy. Rather,

D.16-06-054 at 196; see also D.17-05-013 at 116-117.

"I During a telephone call on August 1, 2017, the Commission’s Energy Division provided clarifying
guidance to SDG&E that the Energy Division would also like to see the differences between incurred and
authorized net operating loss carryforwards as a separately stated item in the TMA. Pursuant to the
Energy Division’s guidance, the TMA Schedule also includes the net operating loss carryforward
amounts for 2016.
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the differences between the incurred and authorized amounts were derived from residual factors
outside of tax and thus represent the type of tax “true-up” discussed and rejected in OII 24.
b. Completion of Audits
There was no revenue impact for 2016 from completed federal or state audits.
c. IRS Rulings on Normalization Issues
There was no revenue impact from IRS Private Letter Rulings on normalization issues in
2016.

d. Mandatory Changes in Tax Law, Tax Accounting, Tax
Procedures, or Tax Policy

There was no revenue impact from mandatory changes in tax law, tax accounting, tax
procedures, or tax policy in 2016.

e. Elective Changes in Tax Law, Tax Accounting, Tax
Procedures, or Tax Policy

There was no revenue impact from elective changes in tax law, tax procedures or tax
policy in 2016.7

SDG&E has not made any tax accounting method changes for 2016 as of the date of this
Application;”® however, during 2016, SDG&E adopted Accounting Standard Update (ASU)
2016-09 — Improvements to Employee Share-based Payment Accounting, issued by Financial
Accounting Standards Board (FASB) in March 2016. The FASB issued this ASU to simplify
several aspects of the accounting for employee share-based payment transactions. Under ASU
2016-09, excess tax benefits and tax deficiencies, which represent the difference between the tax
return deduction amounts and the compensation cost recognized for financial reporting purposes,
are required to be recognized as income tax expense or benefit in the income statement instead of
in additional paid-in-capital (APIC) on the balance sheet. This book accounting change does not
impact or change the deduction or loss companies take on their tax returns relating to the share-

based payments.

72 The impact of the bonus depreciation extension under the PATH Act was incorporated in SDG&E’s
2016 GRC Decision; therefore, there is no 2016 impact to track for the PATH Act legislation since
SDG&E’s 2016 GRC Decision reflects the 2016 50% bonus depreciation rate for the GRC period (i.e.,
through 2018).

73 Subsequent to filing its Application, SDG&E made a tax accounting method change for its 2016 tax
return to change the timing of when certain deductions could be claimed. There is no revenue impact to
SDG&E’s ratepayers related to this tax accounting method change. SDG&E notified the Commission of
this tax accounting method change by letter to the Executive Director on December 19, 2017.
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ASU 2016-09 does not require any filing with or permission from the IRS or other taxing
authority to implement; rather, it is purely a book accounting change under Generally Accepted
Accounting Principles (GAAP). Therefore, the adoption of ASU 2016-09 is likely outside the
definition of the items that the CPUC ordered SDG&E to track in its TMA. SDG&E believes,
however, that including the revenue impact of this book accounting change is consistent with the
CPUC’s desire to increase transparency and visibility of accounting elections that potentially
impact revenues; therefore, SDG&E has tracked the 2016 revenue impact of the book accounting
change, as reflected in the TMA Schedule.

The book expense relating to the share-based payments, also called the Long Term
Incentive Plan (LTIP), has not been included in the GRC revenue requirement approved by the
CPUC since 2008, and thus the entire costs of the LTIP has been borne by the shareholders since
2008. Accordingly, the majority of tax benefit recognized as tax expense on the income
statement in 2016 from SDG&E’s adoption of ASU 2016-09 was funded by shareholders. There
was, however, a portion of the tax benefit recognized in 2016 related to stock options issued
prior to 2008. Specifically, in its 2004 GRC, SDG&E was granted 50% recovery of the LTIP
costs through rates, and the remaining 50% of the LTIP costs were determined to be shareholder-
funded.”* The revenue requirement impact of the ratepayer-funded portion of the tax benefit
from the LTIP costs in SDG&E’s 2004 GRC is reflected in the TMA Schedule.”

4. Proposal for 2019 GRC Cycle

During SDG&E’s 2019 GRC cycle, SDG&E will continue to notify the Commission of
any tax-related law changes, accounting changes, policy changes, or procedural changes that
materially affect (or may materially affect) revenues,’® and will continue to report the revenue
impact of any such changes to the Commission. SDG&E believes that continuing to notify the
Commission of such changes and the corresponding revenue impact during the 2019 GRC cycle
is consistent with the CPUC’s policy goals of gaining better visibility into the utilities’ elections
of various tax options, as stated by the Commission in SDG&E’s 2016 GRC Decision and as
reiterated and clarified in PG&E’s 2017 GRC Decision. Accordingly, SDG&E believes a TMA

™ See D.04-12-015.

> As discussed earlier, SDG&E follows the CPUC’s policy of excluding expenses not borne by
customers in the calculation of income tax expense, as articulated by the CPUC in OII 24.

76 Consistent with SDG&E’s 2016 GRC Decision, “materially affect” for this purpose means a potential
increase or decrease of $3 million or more.
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is no longer necessary and requests that the Commission eliminate the TMA for SDG&E’s 2019
GRC cycle.

If the Commission disagrees with SDG&E and believes that a TMA is necessary for the
2019 GRC cycle, SDG&E proposes that the Commission reaffirm that the TMA is not intended
to be a true-up mechanism for taxes (and thus is not intended to track the differences between
forecasted and actual tax deductions that are caused by factors outside of tax and are unrelated to
changes in tax law, tax accounting methods, tax procedures, or tax policy), but is intended to
track the revenue impact of changes in tax law, tax accounting methods, tax procedures, and tax
policy. Such a reaffirmation would be consistent with the Commission’s long-standing policy of
not truing-up differences between forecasted and actual tax deductions, as articulated by the
Commission in OII 24 and in D.17-05-013. Accordingly, the differences, positive or negative,
between forecasted and actual tax expenses caused by derivative factors outside of tax and
unrelated to changes in tax law, tax accounting methods, tax procedures, or tax policy would
continue to flow to SDG&E’s bottom line for each taxable year, consistent with the
Commission’s long-standing policy.”” If the Commission is considering changing its long-
standing policy on taxes and adopting an actual taxes standard, SDG&E believes that the
Commission should first initiate an Order Instituting Rulemaking (OIR) or other regulatory
proceeding with all the utilities under the Commission’s jurisdiction to evaluate the potential
impact of such a policy change.
V. FRANCHISE FEES

A. Introduction

The purpose of this section is to provide background and analysis for SDG&E’s
Franchise Fees as estimated for TY 2019.

B. Discussion

Franchise fees are payments made to counties and incorporated cities pursuant to local
ordinances granting a franchise to the company to place utility property in the public rights of
way. These facilities include poles, wires, conduits, and appurtenances for transmitting and
distributing electricity, and pipes and appurtenances for transmitting and distributing gas.

Franchise fees attributable to income from transmitting electricity are excluded from the

77 See 1984 Cal. PUC LEXIS 1325 at *33-34.
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following franchise fee calculations. As of January 1, 2017, SDG&E had franchise fee
agreements with 28 taxing jurisdictions.

The franchise fee requirements are based upon gross receipts representing the recovery of
base margin. The franchise factors upon which the estimated 2017-2019 franchise fees were
determined are based on a summary of 2016 electric and gas sales, transportation revenues, rate
refunds, and uncollectibles. The factors were adjusted to forecasted 2019 levels based on
historical trends in franchise payment data.

Franchises are calculated using two formulas: (1) the “Broughton Act” formula, and (2)
the “Percent of Gross Receipts” formula. The Broughton Act formula, as prescribed by CPUC
guidelines, is calculated based upon the summarized receipts within each city or county as
allocated by electric pole line and gas pipeline mileage in their public rights of way, and the
applicable franchise fee rate pursuant to the franchise fee ordinance. The Percent of Gross
Receipts formula is calculated based upon the summarized receipts within each city or county,
and the applicable franchise fee rate pursuant to the franchise fee ordinance.

The franchise agreement with each taxing authority specifies which of the above methods
SDG&E will use to determine its franchise fee liability. The majority of agreements require that
the franchise fee be calculated under both methods with SDG&E paying the higher of the two
calculated fees. The remaining agreements specify that only the Broughton Act or Percent of
Gross Receipts method be used.

The total payments to all taxing authorities were summed and divided by total receipts to
arrive at system-wide franchise fee factors for electric and gas. The system-wide franchise fee
factors for the most recent five years were then averaged to yield forecasted average franchise
fee factors for TY 2019. The average electric franchise fee factor for TY 2019 is projected to be
3.4468% based on the trend from actual 2012-2016 franchise fees. The average gas franchise fee
factor for TY 2019 is projected to be 2.0799%, likewise based on the trend from actual 2012-
2016 franchise fees.”

8 The forecast methodology used to estimate the franchise fee factor does not reflect ongoing or
upcoming negotiations with local jurisdictions, the results of which may be implemented during this GRC
cycle.
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C. Summary of Estimated Franchise Fees
Table SDG&E-RGR-5-1 below provides the Franchise Fees as estimated for TY 2019.
Table SDG&E-RGR-5-1

($ in Thousands)
Line 2016 2017 2018 2019

Franchise Fees No.  Recorded Estimated Estimated Test Year
Electric

Distribution 1 44,848 43,828 43,778 50,836
Gas Distribution 2 6,086 7,196 7,529 8,993
Electric

Generation 3 0 7,222 6,747 9,442
D. Results

As noted above, the change in franchise fee expense from 2016 to 2019 results from
changes in base margin as presented by other witnesses in their direct testimonies.
VL. CONCLUSION

This concludes my prepared direct testimony.

RGR-39





O 0 I N »n B~ W N =

Y e e
A W N = O

VII. WITNESS QUALIFICATIONS

My name is Ragan G. Reeves. I am employed by Sempra Energy, SDG&E’s parent
company, as a Principal Tax Counsel. My business address is 488 8" Avenue, HQO8N1, San
Diego, California 92101-7123. T advise SDG&E and Sempra’s other business units on the
implications of federal and state tax law, including tax compliance issues, tax audit issues and
strategies, and proposed acquisitions and restructurings.

Prior to joining Sempra Energy in 2005, I worked as a tax attorney for eight years at
Miller & Chevalier, Chartered, in Washington, D.C., where my practice focused on tax credits,
tax litigation, and tax controversy matters.

I received a Bachelor’s of Business Administration in Accounting, a Masters in
Professional Accounting, and a Juris Doctorate from the University of Texas at Austin. [ am
licensed to practice law in the District of Columbia and Texas, and I am a registered in-house
counsel in California. I am also a licensed Certified Public Accountant in Texas.

I have previously testified before the CPUC.
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APPENDIX A — GLOSSARY OF TERMS

A.: Application

ACRS: Accelerated Cost Recovery System
ADFIT: accumulated deferred federal income tax
ADR: Asset Depreciation Range

AFUDC: allowance for funds used during construction
APIC: Additional Paid-In-Capital

ARAM: Average Rate Assumption Method

ASU: Accounting Standard Update

CEA: capitalized earnings ability

CCFT: California Corporation Franchise Tax
CET: California Employment Training

CIAC: contribution in aid of construction

CPUC: California Public Utilities Commission
CWIP: Construction Work in Progress

D.: Decision

ERTA: Economic Recovery Tax Act of 1981
FASB: Financial Accounting Standards Board
FICA: Federal Insurance Contributions Act

FTB: Franchise Tax Board

FUTA: Federal Unemployment Tax Act

GAAP: Generally Accepted Accounting Principles
GRC: General Rate Case

HCLD: historical cost less depreciation

HI: Hospital Insurance (i.e., Medicare)

IRC: Internal Revenue Code

IRS: Internal Revenue Service

ITC: Investment Tax Credit

ITCC: Income Tax Component of CIAC

LTIP: Long Term Incentive Plan

LPPP: Long Production Period Property

MACRS: Modified Accelerated Cost Recovery System
O&M: Operations and Maintenance

OASDI: Old Age, Survivors, and Disability Insurance
OII: Order Instituting Investigation

OIR: Order Instituting Rulemaking

PATH Act: The Protecting Americans from Tax Hikes Act of 2015
PG&E: Pacific Gas and Electric Company

Regs: Treasury Regulations

SBE: California State Board of Equalization
SDG&E: San Diego Gas & Electric Company
SUI: State Unemployment Insurance

TCJA: Tax Cuts and Jobs Act

TMA: Tax Memorandum Account

TRA 86: Tax Reform Act of 1986

TY: Test Year

UI: Unemployment Insurance
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APPENDIX B

TAX MEMORANDUM ACCOUNT TRACKING SCHEDULE

SDG&E

Tax Memorandum Account Tracking Schedule

For the Tax Year Ended December 31, 2016

($ amounts in thousands)

Difference NOT Related to
Changes in Tax Law, Tax
Accounting, Tax Procedure, or

Difference Related to Changes
in Tax Law, Tax Accounting,

Incurred Amount Amount Authorized in 2016 GRC Difference Tax Policy Tax Procedure, or Tax Policy
Electric Gas Total Electric Gas Total Electric Gas Total Electric Gas Total Electric Gas Total

1) Incurred vs Authorized Tax Adjustments and Credits
Federal and State Tax Adjustments and Credits (29,997) (5,335) (35,331) (23,276) (5,068) (28,344) (6,721) (267) (6,987) (6,721) (267)| (6,987) 0 0 0|[a]
Federal Tax Impact of California Franchise Tax 2,397 865 3,262 695 462 1,157 1,702 403 2,106 1,702 403 2,106 0 0 0|[b]

After-Tax Differences (27,600)| (4,469) (32,069)| (22,581)| (4,606)| (27,187) (5,018) 137 (4,882) (5,018) 137 (4,882) 0 0 0|[c] =[a] + [b]
Gross-Up Rate Applied to Differences 1.68746| 1.68746| 1.68746 1.68746| 1.68746| 1.68746|[d]

Subtotal (8,469) 231 (8,238) - - - [e] = [c] * [d]
Impact of Corrollary Basis Adjustments (62) 39 (24) - - - [f]
Impact of Net Operating Loss ("NOL") Carryforwards 0 0 0 0 0 0 - - - - - - - - - [g]
Revenue Impact of Differences (8,531) 269 (8,262) 0 0 0|[h] =[e] + [f] + [g]
2) Adjustments due to Completion of Audits
None 0 0 0 0 0 o[[i]
3) Adjustments due to IRS Private Letter Rulings on
None 0 0 0 0 0 01[j]
4) Mandatory Changes in Tax Law, Tax Accounting, Tax
Procedures, or Tax Policy
None 0 0 0 0 0 0| [k]
5) Elective Changes in Tax Law, Tax Accounting, Tax
Procedures, or Tax Policy
Adoption of ASU 2016-09 -- Accounting for Employee Stock-
Based Compensation:
Federal and State Tax Impact - - - (27) (11) (38)|[11
Gross-Up Rate 1.68746 1.68746| 1.68746 1.68746| 1.68746| 1.68746|[m]
Revenue Impact of Change 0 0 0 (45) (19) (64)|[n] =11 * [m]
Total Revenue Impact of Differences/Changes (8,531) 269 (8,262) (45) (19) (64)|[0] = [h] + [i] + [j] + [k] + [n]
Interest (Payable)/Receivable (1) 0 (1) - - - [p]
Ending Balance (Credit)/Debit (8,532) 269 (8,263) (45) (19) (64) |[q] = [o] + [p]
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SDG&E 2019 GRC Testimony Revision Log — April 6, 2018

Exhibit Witness Page Line or Table Revision Detail
SDG&E-35 Ragan G. RGR-iii | 2" bullet point | Changed income tax expense from “$152.0 million” to “$80.8 million”;
Reeves Changed ad valorem tax expense from “$102.1 million” to “$106.2 million”; and
Changed franchise fees from “$69.2 million” to “$69.3 million”
SDG&E-35 Ragan G. | RGR-iii | 4" bullet point | Added new bullet point: “The Tax Cuts and Jobs Act (TCJA) was enacted on
Reeves December 22, 2017 (Pub. L. No. 115-97). The TCJA made comprehensive
changes to federal tax law. The changes affecting SDG&E include: (1) a
reduction of the federal corporate tax rate from 35% to 21%, effective beginning
in 2018; (2) the elimination of the bonus depreciation deduction for regulated
utilities; (3) the elimination of the Internal Revenue Code (IRC) Section 199
deduction beginning in 2018; and (4) a requirement to return plant-related excess
deferred taxes created by the reduction in the corporate tax rate to ratepayers
ratably using the Adjusted Rate Assumption Method (ARAM) as described in the
TCIA.”
SDG&E-35 Ragan G. RGR-1 Line 7 Added new footnote, which states: “The 2017 results of the TMA will not be
Reeves known until the incurred amounts are final, which will occur when SDG&E files
its federal and California 2017 income tax returns. SDG&E expects to file those
tax returns in October 2018.”
SDG&E-35 Ragan G. RGR-1 Line 17 Added new Section I.C — Impact of the Tax Cuts and Jobs Act
Reeves to RGR- to
4 Line 12
SDG&E-35 Ragan G. RGR-5 Lines 13-15 | Modified as follows: “The 2046 Federal Unemployment Tax Act (FUTA) tax rate
Reeves was 2.4% for 2016 and 2.7% for 2017 on wages up to $7,000. Based on currently

enacted law, the FUTA tax rate is expected to inerease-to-2-7%for 2017 and-then
is-expeeted-te decrease to 0.6% for 2018 and 2019. The FUTA wage base is not
expected to change through 2019.”
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Exhibit Witness Page Line or Table Revision Detail
SDG&E-35 Ragan G. RGR-5 Lines 21-23 | Modified as follows: “The UI rate decreased to 3% for 2017. Based on currently
Reeves enacted law, the UI tax rate is expected to deerease-te-remain at 3.0% for 20178
and 2019.
SDG&E-35 Ragan G. RGR-5 Footnote 10 | Modified as follows: “See Table V.C1, 2017 Annual Report. If the projected
Reeves OASDI wage bases change in the 2018 Annual Report when that report is issued,
and if such changes would cause a material change to forecasted payroll taxes for
2019, SDG&E will update its 2019 payroll tax forecast in its Update Testimony
filing (consistent with SDG&E’s approach in prior GRCs).”
SDG&E-35 Ragan G. RGR-9 Table Revised table
Reeves SDG&E-RGR-
2-1
SDG&E-35 Ragan G. | RGR-10 Table Revised table
Reeves SDG&E-RGR-
2-2
SDG&E-35 Ragan G. | RGR-11 Table Revised table
Reeves SDG&E-RGR-
2-3
SDG&E-35 Ragan G. | RGR-12 Lines 9-10 Modified as follows: “This section also presents the 2016 results of the TMA as
Reeves of the date of this Application.”

Delete former footnote 13, which read: “The incurred amounts for 2016 are
subject to change until the 2016 federal and California income tax returns are
filed. Those tax returns have not been filed as of the date of this Application. In
addition, the incurred amounts for 2016 do not yet reflect any adjustments from
the completion of audits, because any audit adjustments for the 2016 tax year will
not be known until future years.”
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Exhibit

Witness

Page

Line or Table

Revision Detail

SDG&E-35

Ragan G.

Reeves

RGR-13

Lines 6-11

Modified as follows: “For 2016 and 2017, SDG&E has utilized eurrent the
federal and state statutory tax rates of 35% and 8.84%, respectively, in
developing its estimate of federal and state income tax expense for those years.
Pursuant to the change in the federal corporate tax rate beginning in 2018 under
the TCJA, SDG&E has utilized the current federal and state statutory tax rate of
21% and 8.84%, respectively, in developing its estimate of federal and state
income tax expense for 2018 and 2019.”

SDG&E-35

Ragan G.

Reeves

RGR-14

Line 1

Modified as follows: “Consistent with CPUC policy, where normalization is not
required by the IRC, SDG&E generally has employed flow-through accounting.”

SDG&E-35

Ragan G.

Reeves

RGR-14

Lines 12-20;
Footnote 25

Modified as follows: “SDG&E’s federal income tax expense has been reduced by
the amortization of remaining excess deferred federal income taxes resulting from
a reduction in the federal income tax rate from a high of 41% prior to the Tax
Reform Act of 1986 (TRA 86) to the current 35%beginningin1+99321% under
the TCJA beginning in 2018, utilizing the Average Rate Assumption Method
(ARAM) as required by Internal Revenue Service (IRS) normalization rules and
mandated by D.88-01-061. Additionally, ARAM is the required method for
amortizing plant-related excess AFDIT resulting from the tax rate reduction
under the TCJA. Only a small amount of excess AFDIT remains from the
decrease in tax rate under TRA 86. The ARAM amount increases significantly
beginning in 2018, due to the reduction in the federal corporate income tax rate
from 35% to 21% under the TCJA. The ARAM rules and methodology required
under the TCJA are discussed in more detail in Section IV.C.3 below.

Added new footnote 25: “TCJA Section 13001(d)(3)(B).”

SDG&E-35

Ragan G.

Reeves

RGR-14

Line 21

Modified as follows: “Fhe-FaxReformAectof 1986(TRA 86)...”

SDG&E-35

Ragan G.

Reeves

RGR-15

Line 2

Modified as follows: “As prescribed by the CPUC in D.84-05-036, SDG&E used
the statutory federal tax rate of 35% for 2016-2017 and 21% for 2018-2019, and
the statutory state tax rate of 8.84%, in its development of the net-to-gross
multiplier used to gross-up tax expense to a revenue requirement.”
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Exhibit Witness Page Line or Table Revision Detail
SDG&E-35 Ragan G. | RGR-16 Line 20 Modified as follows: “SDG&E follows the guidance in IRS Revenue Ruling
Reeves to to 2000-7, which provides a current tax deduction for actual costs to remove assets
RGR-17 Line 4 retired from service in the year that those costs are incurred. For book purposes,
estimates of such costs are capitalized and depreciated over the life of the assets.
Thus, there is a timing difference between tax and book. To be consistent with
the treatment of property that is being depreciated under the Accelerated Cost
Recovery System (ACRS) or the Modified Accelerated Cost Recovery System
(MACRYS) as described above, SDG&E normalizes the costs to remove those
assets for federal tax purposes and flows through the Howeverunderthe
Recovery-System-(MACR annot-beflowed-throush—Accordingly; federal
removal costs are-dedueted only on pre-1981 vintage assets retired from service.
This treatment is consistent with B:93848prior GRCs.”
SDG&E-35 Ragan G. | RGR-17 Line 8 Added sentence: “This treatment is consistent with prior GRCs.”
Reeves
SDG&E-35 Ragan G. RGR-17 | Lines 13-16; | Modified as follows: “The TCJA eliminated the Section 199 deduction beginning
Reeves Footnote 33 with the 2018 tax year. Accordingly, SDG&E has calculated a Section 199
deduction for its qualified production of electricity in its calculation of income
tax expense for 2016 and 2017 only. The deduction for those years is limited to
the lesser of 9% of income from the production of electricity or 50% of wages
paid to employees engaged in the production of electricity.”
Added new footnote 33: “TCJA Section 13305(a).”
SDG&E-35 Ragan G. | RGR-17 Line 29 Modified as follows: “see the testimony of R. Craig Gentes, Exhibit SDG&E-33-
Reeves to to 2R, for a discussion of rate base.”
RGR-18 Line 1
SDG&E-35 Ragan G. | RGR-18 Line 8 Added new subheading: “a. Extension under the PATH Act”
Reeves
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Exhibit Witness Page Line or Table Revision Detail
SDG&E-35 Ragan G. RGR-19 Line 16 Modified as follows: “...the extra bonus depreciation multiplied by the 35%
Reeves federal income...”
SDG&E-35 Ragan G. | RGR-19 | Lines 19-20 | Modified as follows: “...additional deferred taxes created by the PATH Act’s
Reeves extension of bonus depreciation for2045-threugh 2019 are reflected in the
accumulated deferred tax balances for purposes of calculating rate base for ¥
20497
SDG&E-35 Ragan G. | RGR-19 Line 26 Added new subsection IV.C.1.b — Changes to the Bonus Depreciation Rules
Reeves to to under the TCJA
RGR-21 Line 19
SDG&E-35 Ragan G. | RGR-22 Line 9 Added new subsection IV.C.3 — Excess Deferred Taxes Related to the TCJA
Reeves to to
RGR-24 Line 20
SDG&E-35 Ragan G. | RGR-25 Table Revised table
Reeves SDG&E-RGR-
3-1
SDG&E-35 Ragan G. | RGR-26 Table Revised table
Reeves SDG&E-RGR-
3-2
SDG&E-35 Ragan G. | RGR-27 Table Revised table
Reeves SDG&E-RGR-
3-3
SDG&E-35 Ragan G. | RGR-28 Table Revised table
Reeves SDG&E-RGR-
4-1
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Exhibit Witness Page Line or Table Revision Detail
SDG&E-35 Ragan G. | RGR-28 Table Deleted footnote 35, which read: “SDG&E has discovered an error in the electric
Reeves SDG&E-RGR- | distribution “Tax Depreciation” amounts for 2016 — 2019 shown in Table
4-1 SDG&E-RGR-4-1, which causes the Tax Depreciation amount for TY 2019 to be
overstated. Due to the timing of the discovery of this error, SDG&E is choosing
not to correct the error at this time. SDG&E reserves the right to correct this
error in an update filing or in a subsequent revised filing, or at some other time
that the Commission deems appropriate.”
SDG&E-35 Ragan G. | RGR-28 Table Added new footnote 60, which states: “As discussed in SDG&E’s Revised Tax
Reeves SDG&E-RGR- | Testimony filed on December 20, 2017, SDG&E discovered an error in the
4-1 electric distribution “Tax Depreciation” amounts for 2016 — 2019 shown in Table
SDG&E-RGR-4-1 of the Revised Tax Testimony, which caused the Tax
Depreciation amount for TY 2019 to be overstated. This revised Table SDG&E
RGR-4-1 reflects the correction of that error.”
SDG&E-35 Ragan G. | RGR-29 Table Revised table
Reeves SDG&E-RGR-
4-2
SDG&E-35 Ragan G. | RGR-30 Table Revised table
Reeves SDG&E-RGR-
4-3
SDG&E-35 Ragan G. | RGR-30 Lines 3-8 Modified as follows: “The inerease overall decrease in federal and state income
Reeves tax expense from 2016 to TY 2019 is primarily a function of the federal corporate

income tax rate reduction under the TCJA, which is partially offset by increasing
book income before taxes resulting from the return on a growing rate base (see
the testimony of R. Craig Gentes, Exhibit SDG&E-33-2R, for a discussion of rate
base). Federal and state tax adjustments are also growing annually which, in turn,
partially offsetsting the growth in book income before taxes from 2016 to TY
2019.”
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SDG&E-35 Ragan G. | RGR-35 Footnote 73 | Modified footnote to delete last sentence, which read: “SDG&E does expect to
Reeves have a revenue impact related to the PATH Act legislation in its 2018 TMA,
when the actual bonus depreciation rate drops from 50% to 40%. SDG&E will
track any such revenue impact in its TMA for 2018.”
SDG&E-35 Ragan G. | RGR-35 Footnote 74 | Modified footnote to add the last sentence, which reads: “SDG&E notified the
Reeves Commission of this tax accounting method change by letter to the Executive
Director on December 19, 2017.”
SDG&E-35 Ragan G. | RGR-39 Table Revised table
Reeves SDG&E-RGR-
5-1
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