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PREPARED DIRECT TESTIMONY OF
MICHELLE SOMERVILLE
ON BEHALF OF SDG&E
I. INTRODUCTION

The purpose of my testimony is to address the recorded transactions and related cost
recovery in San Diego Gas & Electric Company’s (SDG&E’s) Energy Resource Recovery
Account (ERRA) and Transition Cost Balancing Account (TCBA). In addition, my testimony
addresses entries recorded to another electric commodity-related account, the Rate Reduction
Bond Memorandum Account (RRBMA). In summary, my testimony provides a summary of:

¢ transactions recorded to SDG&E’s ERRA during 2008 (Attachment A);

e transactions recorded to SDG&E’s TCBA during 2008 (Attachment B);

¢ transactions recorded to SDG&E’s RRBMA from 1997 through 2008 (Attachment

O).

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

II. ENERGY RESOURCE RECOVERY ACCOUNT

Pursuant to D.02-10-062 and D.02-12-074, the purpose of the ERRA is to provide full
recovery of SDG&E’s energy procurement costs associated with fuel and purchased power
(including renewable resources), utility electric generation (UEG), Independent System Operator
(ISO) related costs, and costs associated with the residual net short procurement requirements to
serve SDG&E’s bundled service customers. The ERRA includes revenues from SDG&E’s

Electric Energy Commodity Cost (EECC) rate schedule adjusted to exclude California
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Department of Water Resources (CDWR) revenues for energy provided by CDWR to SDG&E
customers and non-fuel generation revenues allocated to the Non-fuel Generation Balancing
Account (NGBA). SDG&E’s share of revenues from the sale of surplus energy is also reflected
in the ERRA.

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

The ERRA balance as of December 31, 2008 was an $18.9 million undercollection.
Attachment A summarizes the monthly entries to the ERRA used to calculate the ending balance.
The 2008 activity in the SDG&E ERRA as detailed in Attachment A is summarized in Table 1

below — under/(over) collection:
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Table 1

December 31, 2007 ERRA Balance' $(22,365,542)

Revenue $(751,110,460)
Expenses $811,175,640
Other - net” $(19,672,941)
Interest $898,131

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

Ordering Paragraph 19 of D.02-12-074 directed PG&E, SCE and SDG&E to file a
monthly report with the Commission’s Energy Division to include a summary of activity in the
ERRA balancing account, and to also submit original source documents pertaining to such
activities. D.07-04-020 modified this requirement to allow SDG&E to provide only a
breakdown of costs recorded to the ERRA in the monthly filings and make the supporting
documentation available to Commission staff and interested parties upon request. The modified
reporting requirement was effective with the April 2007 report. SDG&E submitted the monthly
report to the Energy Division and interested parties for the months January 1, 2008 through
December 31, 2008. The Energy Division responds by letter to SDG&E confirming for each

month reviewed that SDG&E has met the reporting requirement.’

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

? Includes FERC refunds.

3 As of the filing of this testimony, the Department of Water and Audits has completed this verification process
through August 2008.
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III. TRANSITION COST BALANCING ACCOUNT

In SDG&E’s 2005 ERRA reasonableness review proceeding, the Commission authorized
the review of SDG&E’s TCBA in future ERRA review proceedings. The annual ERRA review
is the appropriate forum to review the TCBA, since the costs that are recovered in the TCBA
generally relate to the above-market portion of certain Qualifying Facilities (QF) and purchase
power costs eligible for recovery under AB 1890.

The TCBA records the eligible above-market power costs and the revenues received from
SDG&E’s Competition Transition Charge (CTC) rate. For 2008, the market benchmark of
$73.99/MWh® was used to calculate the above-market portion of AB 1890-¢ligible transition
costs. On a monthly basis, the TCBA compares the above-market power costs with the revenue
from the CTC rate component. Interest is applied to any over or under collection balance at the
three-month Commercial Paper rate.

The balance in the TCBA as of December 31, 2008 was a $1.2 million undercollection.
Attachment B provides a monthly summary of the entries to the TCBA. The 2008 activity in the
SDG&E TCBA as detailed in Attachment B to my testimony is summarized in Table 2 below —

under/(over) collection:

* See D.06-12-019, Ordering Paragraph 3.
* Approved in SDG&E’s 2008 ERRA Revenue Requirement Forecast proceeding, A.07-10-008/D.08-02-030.
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Table 2

December 31, 2007 TCBA Balance® $(31,145,911)

Revenue $(36,660,957)
Expenses $72,413,416
Other - net’ $(3,046,581)
Interest $(378,234)

December 31, 2008 TCBA Balance $(1,181,733)

IV.  RATE REDUCTION BOND MEMORANDUM ACCOUNT (RRBMA)

To facilitate the restructuring of California’s electric industry, Assembly Bill (AB) 1890
was signed into law on September 23, 1996. To implement the provisions of AB 1890, the
Commission issued various decisions that, among other things, created the TCBA and provided
for a 10% rate reduction for residential and small commercial customers as mandated by AB
1890. To finance this rate reduction, SDG&E issued the Rate Reduction Bonds (RRBs) in the
principal amount of $658 million. In D.97-09-057, the Commission authorized SDG&E to
establish the Fixed Transition Amount (FTA) charge to repay these bonds and establish the
RRBMA to record the difference between the Rate Reduction Bond Savings and the 10% rate
reduction, and related costs and credits. During the energy crisis in the early 2000’s, the
Commission implemented an Interim Bill Stabilization Plan® which created a revenue shortfall
that was recorded to the subaccount of the TCBA. Accordingly, in an attempt to reduce the

undercollection accumulated as a result of the shortfall, SDG&E obtained authorization from the

¢ December 31, 2007 balance was approved in A.08-05-036/D.09-01-026.
7 Includes transfers from the ABX1 subaccount and RRBMA and other accounting adjustments.
¥ See CPUC D.00-08-037, modified by D.00-09-040 as prescribed by AB 265.
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Commission to transfer overcollections in the RRBMA to the TCBA subaccount.” The RRBMA
transfers to the TCBA have previously been reviewed by the Commission in SDG&E’s 2006
ERRA Compliance Review.'”

In September 2007, SDG&E retired its Rate Reduction Bonds'' and in October 2008,
filed Advice Letter 2037-E requesting the Commission’s authorization to transfer the residual
balance in the RRBMA to the TCBA and to eliminate the RRBMA.'?> On December 31, 2008,
the balance of $2,732,395 in the RRBMA was transferred to the TCBA as authorized. Asa
result of the pay-off of the RRB’s and the termination of entries to the RRBMA, SDG&E
believes it is appropriate to have the RRBMA subject to a final review in this proceeding.
Attachment C of my testimony summarizes the monthly entries to the RRBMA used to calculate
the balance, including details of the monthly transactions from December 1997 through
December 2008. However, as noted above, since the residual balance in the RRBMA was
transferred to the TCBA, the current balance in the RRBMA is zero.

V. CONCLUSION

As directed in D.02-10-062 and D.02-12-074, SDG&E seeks approval of the entries and
calculations in its ERRA for the period January 2008 through December 2008 and requests that
the Commission find these entries and calculations reasonable. Furthermore, as directed in D.06-
12-019, SDG&E seeks approval of the entries recorded to the TCBA, also for the period January
2008 through December 2008. In addition, SDG&E requests that the Commission find the

entries recorded in the RRBMA, as presented in this proceeding, reasonable. SDG&E has made

® Examples include Resolution E-3750 authorizing Advice Letter 1270-E (2000), Advice Letter 1439-E (2002) and
Advice Letter 1624-E (2004).

' Approved in A.07-06-005/D.08-01-027.

' Advice Letter 1911-E was approved on August 2, 2007.

12 Advice Letter 2037-E was approved on December 1, 2008.
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the entries to the aforementioned regulatory accounts in accordance with its adopted tariffs and
in compliance with relevant Commission decisions.

This concludes my prepared direct testimony.
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VI. QUALIFICATIONS OF MICHELLE SOMERVILLE
My name is Michelle A. Somerville. I am employed by SDG&E as a Regulatory

Accounts Manager in the Tariffs and Regulatory Accounts Department. My business address is
8330 Century Park Court, San Diego, California 92123. My current responsibilities include
managing the process for the development, implementation, and analysis of regulatory balancing
and memorandum accounts. I assumed my current position in June 2007.

I'received a Bachelors in Business Administration degree with an emphasis in accounting
as well as a Masters in Professional Accounting from the University of Texas at Austin in 1992.
I have been a Certified Public Accountant (CPA), licensed in the State of Texas, since 1994.

I have been employed with SDG&E and Sempra Energy since 2000. In addition to my
current position in Regulatory Affairs, I served as the Capital Asset Management Supervisor
from March 2005 to May 2007 where I supervised the process of recording and accounting for
capital costs throughout the life of the asset, including construction in process, asset
identification, depreciation, and removal/retirement. I have also held senior analyst positions in
the Business Planning Department at SDG&E (November 2002 — February 2004) and Internal
Audit Department at Sempra Energy’s corporate offices (April 2000 — November 2002).

I have previously testified before this Commission.
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BEFORE THE PUBLIC UTILITIES
COMMISSION OF THE STATE OF CALIFORNIA

DECLARATION
OF MICHELLE SOMERVILLE

A.09-05-
Application of San Diego Gas & Electric Company (U 902 E)
For Approval of its Contract Administration, Least Cost Dispatch and Power Procurement
Activities, and Costs Related to Those Activities, Incurred Between J anuary 1, 2008 and
December 31, 2008

I, Michelle Somerville, do declare as follows:

1. I'am a Regulatory Accounts Manager for San Diego Gas and Electric Company
(SDG&E). 1have included my Direct Testimony (Testimony) in support of SDG&E’s
Application for Approval of Contract Administration, Least Cost Dispatch and Power
Procurement Activities, and Costs Related to Those Activities, Incurred Between J anuary 1,
2008 and December 31, 2008. Additionally, as a Regulatory Accounts Manager, [ am
thoroughly familiar with the facts and representations in this declaration and if called upon to

testify I could and would testify to the following based upon personal knowledge.

2. I am providing this Declaration to demonstrate that the confidential information
(Protected Information) in support of the referenced Application falls within the scope of data
provided confidential treatment in the IOU Matrix (Matrix) attached to the Commission’s
Decision (D) 06-06-066 (the Phase I Confidentiality decision). Pursuant to the procedure set
forth in the August 22, 2006 Ruling of ALJ Thomas, I am addressing each of the following five
features of Ordering Paragraph 2 of D.06-06-066:

¢ that the material constitutes a particular type of data listed in the Matrix:

* the category or categories in the Matrix the data correspond to;

» that SDG&E is complying with the limitations on confidentiality specified in the
Matrix for that type of data;

¢ that the information is not already public; and
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¢ that the data cannot be aggregated, redacted, summarized, masked or otherwise
protected in a way that allows partial disclosure.

3. The confidential information contained in my Testimony constitutes material,
market sensitive, electric procurement-related information that is within the scope of Section
454.5(g) of the Public Utilities Code.! As such, the Protected Information provided by SDG&E

is allowed confidential treatment in accordance with Appendix I - IOU Matrix in D.06-06-066.

4. Monthly expenses recorded to the Energy Resource Recovery Account (ERRA)
included in Attachment A to my testimony are protected under Matrix category XI “Monthly

Procurement Costs” and is “confidential for three years”.

5. I am not aware of any instances where the Protected Information has been
disclosed to the public. To my knowledge, no party, including SDG&E, has publicly revealed

any of the Protected Information.

6. I will comply with the limitations on confidentiality specified in the Matrix for the

type of data that is provided herewith.

7. The Protected Information cannot be provided in a form that is aggregated,
partially redacted, or summarized and continue to provide the level of support to the Application
as intended; however SDG&E is certainly willing to work with the Commission regarding
[;ossible aggregations if the Commission seeks to make any of the confidential information
provided in the Testimony public.

1
i

"

' In addition to the details addressed herein, SDG&E believes that the information being furnished in my Testimony
is governed by Public Utilities Code Section 583 and General Order 66-C. Accordingly, SDG&E seeks confidential
treatment of this data under those provisions, as applicable.

218104 2



[ declare under penalty of perjury under the laws of the State of California that the

foregoing is true and correct.

Executed this 15 day of May, 2009, at San Diego, California.

' AAVVY ' SS SN > grnee A
Michelle Somerville

Regulatory Accounts Manager
San Diego Gas & Electric Company
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