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PREPARED DIRECT TESTIMONY OF
SHERI S. MILLER
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”) during the record period
of January 1, 2013 through December 31, 2013 (“Record Period”). In addition, my testimony
addresses entries recorded to three other ERR A-related accounts: the Local Generating
Balancing Account (“LGBA”), the New Environmental Regulatory Balancing Account
(“NERBA”), and the Independent Evaluator Memorandum Account (“IEMA”}. Also, my
testimony provides an update regarding the Market Redesign and Technology Upgrade
Memorandum Account (“MRTUMA”). In summary, my testimony requests:
o confirmation that the transactions (excluding “net SONGS costs™') recorded to
SDG&E’s ERRA during 2013 (Attachment A) were in compliance with the
California Public Utilities Commission (“Commission”) directives and are
recoverable; and
e confirmation that the transactions recorded to SDG&E’s TCBA during 2013
(Attachment B) were in compliance with Commission directives and are recoverable.
In addition, my testimony requests a review of transactions recorded in the LGBA and

NERBA associated with Assembly Bill (“AB”) 32 administrative fees; and requests that the

' Decision 14-02-022, which approved SDG&E’s most recent ERRA Trigger filing, excluded from the
approved Trigger balance “net SONGS costs” for 2013 of $121.9M. These costs will be reviewed in the
SONGS Investigation (“17).12-10-013 (“SONGS OII”).
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Commission find that the amounts transferred from IEMA to ERRA in 2013 are in compliance
with Commission directives; and further, my testimony describes the status of prior filings
pertaining to the MRTUMA. The direct testimony of SDG&E witness Sally Chen contains
descriptions of the electric procurement and commodity expenses recorded to the ERRA and
TCBA during the Record Period.
I, ERRA

Pursuant to Decision (“D.”) 02-10-062 and D.02-12-074, the purpose of the ERRA 1s to
provide full recovery of SDG&E’s energy procurement costs associated with serving SDG&E’s
bundled service customers. SDG&E’s ERRA revenue requirement also includes the full
recovery of California Independent System Operator (“CAISO”) energy and ancillary services
load charges and supply revenues, contract costs, generation fuel costs, CAISO-related costs,
hedging costs and previously approved equity rebalancing costs related to the financial statement
consolidation under Accounting Standards Codification 810 (“ASC 8107),% of the Otay Mesa
Energy Center (“OMEC”) 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 Department of Water Resources (“DWR”) revenues for energy provided by
CDWR to SDG&E customers; non-fuel generation revenues allocated to the NGBA; and other
Commission approved transfers.

On a monthly basis, the ERRA compares the energy procurement costs described above
with the revenue from Schedule EECC (excluding CDWR, NGBA revenue and other transfers).

Interest is applied to any over- or undercollection balance at the three-month Commercial Paper

> ASC 810, effective January 1, 2010, amended Financial Accounting Standards Board (“FASB”)
Interpretation No. 46 (R,

* The equity rebalancing costs are included in the approved ERRA tariff in section 5(1), effective
December 27, 2013,
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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, 2013 was a $417.1 million undercollection.
Attachment A summarizes the monthly accounting entries recorded to the ERRA from January 1
through December 31, 2013 used to calculate the balance. Attachment A consists of three
schedules: the Total ERRA schedule (A1), the main ERRA schedule (A2), and the ERRA GHG
sub-account (A3). The main ERRA and the GHG sub-account schedules represent a pro forma

view of the 2012 and 2013 direct and indirect GHG costs temporarily deferred from recovery in

ko

rates per D.12-12-033.7
During 2013, GHG direct costs incurred were booked to Other Assets, and no GHG
direct costs were booked to ERRA (neither main ERRA nor the ERRA GHG sub-account);

however, GHG indirect costs of were mncurred by SDG&E during 2013 as part of

the cost of certain power contracts. The total of those power contract costs, including indirect
GHG costs, was booked to ERRA. In this Application, SDG&E presents the 2013 indirect GHG
costs and associated interest in the ERRA GHG sub-account pro forma schedule in Attachment
A3; and secks confirmation that the booked GHG indirect costs incurred in 2013 as part of the

cost of procuring power were appropriate and reasonable. The 2013 activity in SDG&E’s ERRA

as detailed in Attachment A is summarized in Table 1 below — under/(over) collection:

' The monthly entries are described in the approved ERRA tariff in section 5, effective

December 27, 2013,

" In D.12-04-046 and Advice Letter (“AL”) 2387-E, the Commission granted SDG&E authority to
recover costs associated with the Cap-and-Trade Program through its ERRA. Subsequently, in OF 20 of
[2.12-12-033 1n the Commission’s GHG Rulemaking 11-03-012 ("GHG OIR”), SDG&E was “ordered to
defer including in rates all GHG costs and revenues, including accrued interest, until all necessary
implementation details are finalized.”
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Table 1

December 31, 2012 ERRA Balance” $213,551,717
Kevenue $(878,484,421)
Expenses S1,080,764 311
Other - net’ $887.235
Interest $347.626
December 31, 2013 ERRA Balance $417,066,468
GHG Sub-Account Schedule ($69,951,284)
Main ERRA Balance $347,115,184
Net SONGS Costs” ($121,932,690)
December 31, 2013 ERRA Balance $225,182,494
Net of GHG costs and Net SONGS Costs

Ordering Paragraph (“OP”) 19 of D.02-12-074 directed Pacific Gas & Electric Company
(“PG&E”), Southern California Edison Company (“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 2013 beginning balance is referenced in schedule Al

" The “Other-net” category includes FERC refunds settlement payments, transfers from other regulatory
accounts, and carrying costs related to hedging.

¥ In D.14-02-022, the Commission deferred determination of the reasonableness of net SONGS costs to
a compliance review of such costs in this Application; those costs are presented in Table 1 for reference
purposes only.
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the April 2007 report. SDG&E submitted the monthly reports to the Energy Division and
interested parties for all twelve months of 2013,
1.  TCBA

In SDG&E’s 2005 ERRA compliance 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 recorded in the TCBA
generally relate to the above-market portion of certain Qualifying Facilities (“QFs”) 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 2013, the market benchmarks of
$42.71 and $49.47/MWh'” were 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 undercollection
balance at the three-month Commercial Paper rate.

The balance in the TCBA as of December 31, 2013 was a $9.2 million undercollection. !’
Attachment B provides a monthly summary of the entries to the TCBA during 2013. Table 2

below summarizes the 2013 activity and shows the calculation of the undercollection.

’ The 2005 ERRA Compliance proceeding was approved by D.06-12-019.

'" The market benchmark of $42.71/MWh was authorized in D.12-07-006, which approved SDG&E’s
2012 ERRA Revenue Requirement Forecast proceeding, A 11-09-022. 549 47/MWh was authorized in
[2.13-10-053, which approved SDG&E"s 2013 ERRA Revenue Requirement Forecast proceeding,

A 12-10-002.

"' The forecasted 2013 year-end undercollected balance of $11.3 million was approved in AL 2532-E on

December 20, 2013, for amortization in rates effective January 1, 2014,
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December 31, 2012 TCBA Balance'™ |  $10,403,011
Revenue $(56,849,214)
Expenses 855,591,403
Interest 17,004
Precember 31, 2013 TCBA Balance $9,162.204

Iv. LGBA

The LGBA was authorized by D.13-03-029 and established in AL 2499-E with an
effective date of July 31, 2013. The purpose of the LGBA 1s to record the revenues and costs of
generation where the Commission has determined that the resource is subject to a Cost
Allocation Mechanism (“CAM™).

the transter of the Sutter

. ) . . . . . g 13
Energy Center Memo Account balance and related interest per Commission Resolution E-4471

and AL 2354-E '

which provides a monthly

summary of the accounting entries recorded to the LGBA during 2013,

> SDG&E’s December 31, 2012 TCBA balance is pending approval in A.13-05-016.

"> On March 22, 2012 the Commission directed SDG&E to enter into a power purchase agreement that
would permit Calpine Sutter to remain online and in operation through the end of 2012 at price below the
California 1507s Capacity Procurcment Mechanism tarifl rate.

" AL 2354-E was approved on May 25, 2012.
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Table 3

December 31, 2012 LGBA Balance $0

|
III-

SDG&E requests confirmation that transactions recorded in the LGBA are in compliance
with Commuission directives. However, although there 1s an outstanding undercollection,
SDG&E 18 not at this time requesting rate recovery of this undercollection but will pursue
recovery in the future '¢
V. NERBA

The NERBA records the operating and maintenance (“O&M?") costs and capital related
costs associated with certain new and proposed federal and state environmental programs.
Specifically, the NERBA records actual costs against revenue requirements for administrative
fees charged by the California Air Resources Board (“CARB”) which are authorized recoverable
by CARB under AB32. During 2013, SDG&E transferred the balance from the Environmental
Fee Memorandum Account (“EFMA”) to NERBA'” and continued recording applicable

transactions through the end of 2013 presented i Attachment D.

F
LGBA’s Prelinunary Statement, approved in Advice Letter 2499-E, states that the balance in the LGBA
will be addressed in the Company’s Energy Resource Recovery Account proceeding or in another

roceeding deemed appropriate by the Commission.

’ The EFMA balance was transferred to NERBA per AL 2496-E.
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At this time, SDG&E requests confirmation that the transactions recorded in the NERBA
are in compliance with Commission directives. SDG&E 1s not at this time requesting rate
recovery of the $695,581 undercollection, but will pursue recovery in the future.'®
VI. IEMA

Pursuant to D.04-12-048 and D.05-07-039, the purpose of the IEMA is to record third
party costs associated with the use of Independent Evaluators (“IEs”) in the utility’s long-term
procurement activities and Renewables Portfolio Standard (“RPS”) programs. Interest is applied
to any over- or undercollection balance at the three-month Commercial Paper rate.

On June 1, 2011, SDG&E filed A.11-06-003 (2010 ERRA Compliance Application).
With respect to cost recovery, A.11-06-003 sought authority to recover the IEMA activity for
2010 in the amount of $0.5 million. At the time of this filing, a decision in A.11-06-003 to
approve the 2010 IEMA transactions has not been issued.

On June 1, 2012, SDG&E filed A.12-06-003 (2011 ERRA Compliance Application)
requesting recovery of the IEMA 2011 activity of $0.6 million undercollection. This application
was approved in D.13-07-031 on July 25, 2013, and subsequently the $0.6 million
undercollection was transferred to ERRA in August of 2013 as shown in line 46 of
Attachment Al and also in Attachment E.

D.11-10-029, which approved Phase 1 of SDG&E’s 2009 ERRA Compliance Filing,
granted authority for SDG&E to update its IEMA tariff disposition to allow it to transfer the
balance in the IEMA to the ERRA on an annual basis. In compliance with D.11-10-029,

SDG&E transferred the IEMA 2013 activity undercollection balance of $0.5 million as shown in

'* Pursuant to NERBA'’s Preliminary Statement, approved in Advice Letter 2496-E, the balance in the
NERBA will be addressed in the SDG&E™s Energy Resource Recovery Account proceeding orin a
separate application.
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line 46 of Attachment A1 and also in Attachment E. The transfers from I[EMA to ERRA are also
included in the “Other-net” category of Table 1.

In this Application, SDG&E is requesting that the amounts transferred from IEMA to
ERRA in 2013 be reviewed for compliance with Commission directives.

VII. MRTUMA

The purpose of the MRTUMA 1s to record the incremental O&M and capital-related
costs associated with implementing the CAISO’s MRTU mitiative. With respect to recovery of
MRTU-related costs, SDG&E’s approved MRTUMA tarift reads

Recovery of the MRTUMA shall be addressed in the annual ERRA
Reasonableness proceeding, or other proceeding determined by the Commission.
The balance in the MRTUMA shall be transferred to the Non-fuel Generation
Balancing Account (NGBA) upon Commission approval.

Currently, SDG&E presents the status of the 2010 MRTUMA related costs which are
pending awaiting approval to be transferred to the NGBA. A decision in SDG&E’s MRTU Cost
Recovery Application A.12-01-014 is pending before the Commission.

VIII. IN-LIEU GAS FRANCHISE FEES

Consistent with SDG&E’s prior ERRA Compliance filings,'” SDG&E is secking the
Commission’s review and approval of entries in the ERRA for in-licu gas franchise fees. These
entries include costs and annual true-up entries for in-licu gas franchise fees related to the
Energy Plant (“Cuyamaca”) formerly known as the CalPeak El Cajon Energy Facility or
(“ECEF”), as well as certain tolling agreements such as Otay Mesa Energy Center (“OMEC”).

Amounts recorded i ERRA for in-lieu franchise fees are displayed in Table 4.

" See, e.g., 2011 ERRA Compliance filing A.12-06-003, Prepared Direct Testimony of
Amanda D. Jenison at ADJ 7-12.
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Section 5(d) of SDG&E’s ERRA Tariff permits monthly entries of “electric generation
fuel and fuel-related expenses, including in lieu payments payable to communitics where
SDG&E is transporting its own gas through its own gas transmission or distribution system, or
both, for purposes of generating clectricity or for use in its own operations.”*’ These entries are
authorized to achieve the stated purpose of ERRA which, pursuant to SDG&E’s Tariff, 1s “to
provide full recovery of the Utility’s energy procurement costs associated with fuel and
purchased power, Utility Retained Generation (“URG”), ISO related costs and costs associated
with its residual net short procurement requirements to serve its bundled service customers.”!

In SDG&E’s 2011 ERRA Compliance Application, SDG&E maintained that its in-licu
fee payments to the City of San Diego for the Miramar facility are reasonable and consistent with
both the rate treatment accorded to similar purchases of Palomar and Miramar and consistent
with Section 5(d) of SDG&E’s ERRA Tariff. Specifically, SDG&E’s 2011 ERRA Compliance
Application was approved in D.13-07-031, which granted SDG&E approval of its entries,
including confirmation that its treatment of in-lieu fees with respect to Miramar and OMEC are
appropriate.

Takble 4

Facility 2012 2013
Palomar SBRO. 702 $1,155 848
Miramar $175,335 S188.124
Cuyamaca $18,728 519,894
OMEC §996,227 $1,140.909

[

** SDG&E Balancing Accounts: Energy Resource Recovery Account (ERRA) Tariff, secs.1 (“Purpose™)
& 5(d) (“Accounting Procedures”) (elfective December 27, 2013) (“ERRA Tarifl”). See also Advice
Letter 2549-E.

*' ERRA Tariff at sec. 1 (“Purpose”).
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IX. AUDIT OF ENERGY RESOURCE RECOVERY ACCOUNT
As ordered in D.10-02-018 OP 4, “San Diego Gas & Electric Company shall conduct and
complete an audit of its Energy Resource Recovery Account at least once every four years with
the first audit to be for the 2009 or 2010 record year.” Accordingly, Sempra Energy Audit
Services conducted an audit of the ERRA for record year 2013, The audit was completed on
April 17,2014, No business controls issues or corrective actions were identified by the auditors.
X. CONCLUSION
e Agdirected 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 1, 2013 through
December 31, 2013 and requests that the Commission find these entries and
calculations appropriate, correctly stated and recoverable.
e Asdirected in D.06-12-019, SDG&E secks approval of the entries recorded to the
TCBA for the period January 1, 2013 through December 31, 2013 and requests
that the Commission find these entrics and calculations appropriate, correctly
stated and recoverable in accordance with applicable Commission policy and
decisions.
e In accordance with D.13-03-029 and AL 2499-E, SDG&E secks approval of the
entries recorded to the LGBA for the period January 1, 2013 through
December 31, 2013, and requests that the Commission find these entries and
calculations appropriate, and correctly stated in accordance with applicable

Commission policy and decisions.
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e  SDG&E requests that the Commission find the entries in the NERBA to be
appropriate, and correctly stated in accordance with applicable Commission
policy and decisions.

e  SDG&E requests that the Commission find the balance transfers to ERRA of
2013 IEMA activity to be in compliance with Commission directives.

SDG&E has made 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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XI.  QUALIFICATIONS OF SHERI S, MILLER

My name is Sheri S. Miller. I am employed by SDG&E as a Principal Accountant in the
Regulatory Accounts Department. My business address 1s 8330 Century Park Court, San Diego,
CA 92123, My current responsibilities include the development, implementation and analysis of
regulatory balancing and memorandum accounts. [ assumed my current position in July of 2013,

[ have been employed by SDG&E since October of 2000. In addition to my current role
in Regulatory Accounts, I have worked in three other departments at SDG&E in positions of
increasing responsibility. From December 2009 to July 2013, I was employed in the Regulatory
Reporting group and prepared filings of financial data to the CPUC and FERC, and also closed
and analyzed the balancing accounts each month. Prior to that, I worked in various SDG&E
accounting groups preparing monthly financial statements, analysis, and cost allocations.

[ recetved a Bachelor of Science degree in Accounting from National University in 1999,
[ also received a Masters of Business Administration with an emphasis in Finance from National
University in 2003. [ received a CPA designation in California in 2007 and have maintained

active CPA status.

[ have previously testified before the Commission.
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Ban Diego Gas & Flectic
Transition Cost Balancing Account [TCBA)
For the period January 1, 2013 - Decomber 31, 2013
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San Diego Gas & Electric
New Environmental Regulatory Balancing Account (INERBA!} - Electric
For the period January 1, 2013 - December 31, 2013
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San Diego Gas and Electric
Independent Evaluator Memorandum Account {IEMA}
For the peried January 1, 2013 - Decamber 31, 2013

AttachmentE - IEMA 2013 AttachmentE - I[EMA 2013
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BEFORE THE PUBLIC UTILITIES
COMMISSION OF THE STATE OF CALIFORNIA

DECLARATION
OF SHERI 8. MILLER

A.14-05-XXX
Application of San Diego Gas & Electric Company (U 902-E) for Approval of: (i)
Contract Administration, Least Cost Dispatch and Power Procurement Activities in 2013,
(i1) Costs Related to those Activities Recorded to the Energy Resource Recovery Account
and Transition Cost Balancing Account in 2013 and (iii) Costs Recorded in Related
Regulatory Accounts in 2013
1, Sheri S. Miller, do declare as follows:

1. I am a Principal Accountant for San Diego Gas & Electric Company
(“SDG&E”) in the Regulatory Accounts Department. [ have included my Direct
Testimony (“Testimony™) in support of SDG&E’s Application for Approval of: (i)
Contract Administration, Least Cost Dispatch and Power Procurement Activities, and (ii)
Costs Related to those Activities Recorded to the Energy Resource Recovery Account,
incurred during the Record Period January 1, 2013 through December 31, 2013, and (iii)
the Entries Recorded in Related Regulatory Accounts. Additionally, as the Principal
Accountant, I 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. [ 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
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decision). Pursuant to the procedures adopted in D.08-04-023, I am addressing each of

the following five features of Ordering Paragraph 2 in D.06-06-066:

s that the material constitutes a particular type of data listed in the

Matrix;

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

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

s that the information is not already public; and

o that the data cannot be aggregated, redacted, summarized,
masked or otherwise protected in a way that allows partial

disclosure.

3. The Protected 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 1 —IOU Matrix in D.06-06-066.

Confidential Matrix Reason for Confidentiality
Information Reference
SSM-3,6 and 7; X1 Monthly Procurement Costs;
Aftachment A1 — A3; Confidential for 3 years.
and Attachment C

4. 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.

! In addition to the details addressed herein, SDG&E believes that the information being furnished in my
Testimony is governed by Public Utilities Code Seetion 583 and General Order 66-C. Accordingly,
SDG&E seeks confidential treatment of such data under those provisions, as applicable.
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5. I will comply with the limitations on confidentiality specified in the
Matrix for the Protected Information.

6. The Protected Information cannot be provided in a form that is aggregated,
partially redacted, or summarized, masked or otherwise protected in a manner that would
allow further disclosure of the data while still protecting confidential information.

I declare under penalty of perjury under the laws of the State of California that the
foregoing is true and correct.

Executed this 29" day of May, 2014, at San Diego, California.

Sheri S. Miller
Principal Accountant
San Diego Gas & Electric Company
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