
  

 
 
 

 
 
 
 

 
February 27, 2015 

 
 
The Honorable Kimberly D. Bose 
Secretary 
Federal Energy Regulatory Commission 
888 First Street, N.E. 
Washington, D.C.  20426 
 
 
Re: San Diego Gas & Electric Co., Docket No. ER15-___-000 
 
 
Dear Ms. Bose: 
 

Pursuant to Section 205 of the Federal Power Act,1 Part 35 of the Commission’s 
regulations,2 and Rule 205 of the Commission’s Rules of Practice and Procedure,3 San Diego 
Gas & Electric Company (“SDG&E”) hereby submits its application for acceptance of a 
decrease in the “Fixed Charge Rate” pursuant to which generators interconnected to SDG&E’s 
transmission facilities are billed for operation and maintenance (“O&M”) services provided to 
them by SDG&E.  Included within this filing are changes to certain previously-filed bilateral, 
non-pro forma contracts, as well as an associated revision to SDG&E’s Transmission Owner 
Tariff (“TO Tariff”).  SDG&E respectfully requests waiver of the 60-day prior notice 
requirement so that the requested rate reduction and associated tariff and contract changes 
become effective March 1, 2015, enabling affected customers to receive the benefit of this rate 
reduction as soon as possible. 
 
I. BACKGROUND AND REASONS FOR FILING 
 

SDG&E currently provides jurisdictional O&M services to the third-party owners of 
approximately two dozen wholesale generators that are interconnected to SDG&E-owned 
transmission facilities that are subject to operational control of the California Independent 
System Operator Corporation (“CAISO”).4  Certain of these generators receive service pursuant 
to bilateral contracts with SDG&E that are on file with the Commission and revised from time to 
                                                 
1  16 U.S.C. § 824d. 
2  18 C.F.R. Part 35. 
3  18 C.F.R. § 385.205. 
4  See Attachment 2, Statement BG, pages 1-3.  SDG&E-owned generation facilities are also allocated O&M 
costs on the same basis as third-party generation.   
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time.  Others receive service pursuant to three-party contracts with SDG&E and the CAISO that, 
at the time of execution, conformed to the standard form included in the CAISO’s FERC Electric 
Tariff and, accordingly, have not been separately filed for acceptance by the Commission.   
 

All of the foregoing interconnection agreements provide for SDG&E to bill the customer 
for O&M services rendered by SDG&E.  Billing is made on either a monthly or annual basis, as 
specified in the contracts.  The Commission last reviewed the level of SDG&E’s Fixed Charge 
Rate for O&M services in connection with changes to nine specified interconnection agreements 
in Docket No. ER09-601-000, accepted by letter order dated March 24, 2009.  Each of the 
affected interconnection agreements currently specifies SDG&E’s current Fixed Charge Rate of 
6.17 % per annum (or 0.51417 % per month) and includes language preserving SDG&E’s right, 
pursuant to Section 205 of the Federal Power Act, to propose changes to this rate.   

 
The current Fixed Charge Rate SDG&E bills generator interconnection customers for 

O&M services is based upon SDG&E’s recorded data from TO3 Cycle 25 rate application that 
used 2007 recorded data.  Updating the cost bases for the Fixed Charge Rate using 2013 cost 
data6 produces a rate decrease to 5.35 % per annum (or 0.44618 % per month).  This amounts to 
a rate reduction of 13.22 percent.  This rate reduction is driven in substantial part by an increase 
in SDG&E transmission plant in service, primarily attributable to the 500 kV Sunrise Powerlink 
transmission line going into service in 2012.  The derivation of the proposed reduced Fixed 
Charge Rate is explained in Attachment 1 and supported in Attachment 2 hereto. 
 
 In its filing in Docket No. ER09-601-000, SDG&E modified affected interconnection 
agreements by replacing the previous stated rate with the new stated rate.  In this filing, SDG&E 
proposes a different approach to reflecting the changed Fixed Charge Rate in the contracts.  
Specifically, SDG&E proposes to replace the contracts’ stated rate with references to the 
proposed Appendix XI to SDG&E’s TO Tariff, which, in turn, would state the Fixed Charge 
Rate.  This will reduce the administrative burden associated with updating the Fixed Charge Rate 
on a going forward basis because it can be effected through a change to a simple tariff provision, 
obviating the need to revise multiple generator interconnection contracts.  This reform will also 
enhance transparency by including the rate in a readily accessible tariff of general applicability. 
 
II. EFFECTIVE DATE 
 

SDG&E respectfully requests waiver of the Commission’s prior notice and filing 
requirements in order to permit an effective date of March 1, 2015.  The Commission has stated 
that it will grant waivers of the 60-day prior notice requirement in instances, such as this, that 
result in lower rates for customers.  See Central Hudson Gas & Elec. Corp., 60 FERC ¶ 61,106, 
at p. 61,338, order on reh’g, 61 FERC ¶ 61,089 (1992) (“We will generally grant waiver of the 
60-day prior notice requirement in the following instances: ... (2) filings that reduce rates and 
charges....”).  Accordingly, waiver of the 60-day prior notice requirement is appropriate. 

                                                 
5  SDG&E’s TO3 Cycle 2 filing was submitted in Docket No. ER08-1407-000 on August 14, 2008, and 
accepted by letter order dated October 2, 2008. 
6  SDG&E used 2013 cost data in its Base Period for the TO4 Cycle 2 Informational Filing in Docket No. 
ER15-553-000, filed December 1, 2014. 
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III. MATERIALS INCLUDED IN THIS FILING 
 
 In addition to this cover letter and officer’s attestation, included in this filing are: 
 

• Derivation of Annual Generation Interconnection O&M Fixed Charge Rate 
Applicable to Interconnected Generators Report (Attachment 1); 

• Derivation of Generation Interconnection O&M Fixed Charge Rate Cost 
Statements and related Workpapers (Attachment 2); 

• Appendix XI, Generation Interconnection O&M Fixed Charge Rate, for inclusion 
in SDG&E’s FERC Electric Tariff, Volume No. 11 (Attachment 3); 

• Red-Lined Interconnection Agreement pages 14 and Appendix 7-1, Second 
Revised Service Agreement  No. 12, SDG&E FERC Electric Tariff, First Revised 
Volume No. 6, between Calpeak Power - Border LLC and SDG&E, and 
conformed Third  Revised Service Agreement  No. 12, SDG&E FERC Electric 
Tariff, First Revised Volume  No. 6, reflecting referenced revision (Attachment 
4); 

• Red-Lined Interconnection Agreement pages 13 and Appendix 7-1 Second 
Revised Service Agreement No. 10, SDG&E FERC Electric Tariff, First Revised 
Volume No. 6, between Calpeak Power - Enterprise LLC and SDG&E, and 
conformed Third Revised Service Agreement No. 10, SDG&E FERC Electric 
Tariff, First Revised Volume No. 6, reflecting referenced revision (Attachment 5); 

• Red-Lined Restated Interconnection Agreement page 14 and Appendix G, First 
Revised Service Agreement No. 23, SDG&E FERC Electric Tariff, Second 
Revised Volume No. 11, between Calpine Corporation and SDG&E, and 
conformed  Second Revised Service Agreement No. 23, SDG&E FERC Electric 
Tariff, Second Revised Volume No. 11, reflecting referenced revision 
(Attachment 6); 

• Red-Lined Interconnection Agreement pages 14 and Appendix 7-1, First Revised 
Service Agreement No. 21, SDG&E FERC Electric Tariff,  Revised Volume No. 
6, between Kumeyaay Wind, LLC and SDG&E, and conformed Second Revised 
Service Agreement No. 21, SDG&E FERC Electric Tariff,  Revised Volume No. 
6, reflecting referenced revision (Attachment 7); 

• Red-Lined Expedited Interconnection Facilities Agreement page 9 and Appendix 
J, Second Revised Service Agreement No. 3, SDG&E FERC Electric Tariff, First 
Revised Volume No. 6, between Ramco Chula Vista and SDG&E, and conformed 
Third Revised Service Agreement No. 3, SDG&E FERC Electric Tariff, First 
Revised Volume No. 6, reflecting referenced revision (Attachment 8); and 
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• Red-lined Expedited Interconnection Facilities Agreement page 9 and Appendix 
J, Second Revised Service Agreement No. 7, SDG&E FERC Electric Tariff, First 
Revised Volume No. 6, between Wildflower Energy LP and SDG&E, and 
conformed Second Revised Service Agreement No. 7, SDG&E FERC Electric 
Tariff, First Revised Volume No. 6, reflecting referenced revision (Attachment 9). 

IV. WAIVER OF FILING REQUIREMENTS 
 
To the extent that any filing requirement in Part 35 of the Commission’s regulations is 

not satisfied by this filing and the materials enclosed herewith, SDG&E respectfully requests 
waiver of such requirements. 
 
V. COMMUNICATIONS 
 

To the extent necessary, SDG&E hereby requests waiver of Rule 203(b)(3)7 to permit 
each of the individuals identified below to be placed on the Commission’s official service list in 
this proceeding: 
 

Jeff Stein 
San Diego Gas & Electric Company 
8330 Century Park Court, CP21C 
San Diego, CA 92123 
Tel:  (858) 636-5551 
JStein@semprautilities.com 
 
Pamela J. Mills 
San Diego Gas & Electric Company 
9305 Lightwave Avenue, SD1190 
San Diego, CA  92123 
Tel:  (858) 654-1781 
PMills@semprautilities.com 

Jonathan J. Newlander 
San Diego Gas & Electric Company 
101 Ash Street, HQ12 
San Diego, CA 92101 
Tel:  (619) 699-5047 
JNewlander@semprautilities.com 
 
 

  

 
If you have any questions, or if I may be of further assistance, please do not hesitate to 

contact me. 
  

Respectfully submitted, 
 

      /s/ Jonathan J. Newlander 
________________________ 
Jonathan J. Newlander  

 
Attorney for San Diego Gas & Electric Company 

    

                                                 
7  18 C.F.R. § 385.203(b)(3). 

mailto:JStein@semprautilities.com
mailto:PMills@semprautilities.com
mailto:JNewlander@semprautilities.com
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Attachment 1 

 
San Diego Gas & Electric 

Derivation of Annual Generation Interconnection O&M Fixed Charge Rate 
Applicable to Interconnected Generators Report 

 
 

 
1.  Introduction 

When a third-party generator interconnects its facilities to a San Diego Gas & 

Electric (SDG&E) transmission substation, the generator may retain an ownership 

interest in certain interconnection equipment located within the boundaries of the 

substation.  This equipment can include, as examples, generator tie lines, a bus bar where 

these tie lines connect, and circuit breakers connected to the bus bar.  To ensure 

substation security by avoiding the need for generator third-party personnel to enter 

SDG&E’s substations, SDG&E’s employees will operate and maintain the applicable 

interconnection facilities owned by the generator.  Alternatively, SDG&E may own, 

operate, and maintain certain interconnection facilities located within or outside the 

substation that are for the benefit of the generator.  Pursuant to the terms of 

interconnection agreements executed by the generator and SDG&E, SDG&E’s costs for 

these services are recovered through a transmission operation and maintenance (O&M) 

charge billed to the applicable generator on a monthly or annual basis.  The charge is 

specified in the generator’s interconnection contract.   Each party’s rights are preserved to 

request a change to the manner in which the charge is calculated upon notice to the other 

party pursuant to a successful application to the Federal Energy Regulatory Commission 

(Commission).  
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In setting the charge applicable to the services SDG&E provides a particular 

generator pursuant to that generator’s interconnection agreement, SDG&E calculates 

what is referred to herein as the Generation Interconnection O&M Fixed Charge Rate 

(“Fixed Charge Rate”) by allocating certain O&M and A&G costs to the generator.  

These are treated by SDG&E as related transmission revenue requirements collected 

from the generator.  The Fixed Charge Rate is based upon recorded SDG&E cost data 

filed with the Commission and cost allocations are limited to those transmission cost 

elements relevant to the services provided by SDG&E to the generator.1  The Fixed 

Charge Rate is applied to the capital cost of the applicable interconnection facilities to 

establish the actual monthly or annual billing issued to and paid by the generator.  

By this filing, SDG&E is proposing to decrease the Fixed Charge Rate now being 

applied to the billings issued to twenty-two specific generators.  Certain of the applicable 

interconnection agreements, currently on file with the Commission, require modification 

to reflect the new Fixed Charge Rate.  As noted above, those interconnection agreements 

preserve SDG&E’s rights to apply to the Commission to modify the Fixed Charge Rate.  

This filing is intended to address the cost difference between the current and proposed 

rates as described below. 

The current Fixed Charge Rate SDG&E bills generator interconnection customers 

is based upon SDG&E’s recorded data from TO3 Cycle 22 rate application that used  

                                                 
1  For instance, if the generator is the owner of the equipment and is assumed to pay any applicable 
ad valorem taxes associated with that equipment, SDG&E does not allocate any portion of its transmission-
related ad valorem taxes to the generators and omits that portion of its transmission revenue requirement in 
the setting of the Fixed Charge Rate. 
2  See Commission Docket No. ER08-1407-000, filed August 14, 2008, and accepted by Letter 
Order on October 2, 2008. 
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2007 recorded data.  Updating the cost bases using 2013 cost data3 for the Fixed Charge 

Rate applicable to the interconnection agreements relevant to the twenty-two generators 

decreases the Fixed Charge Rate from the current rate of 6.17 % per annum (or 0.51417 

% per month) to the proposed rate of  5.35 % per annum (or 0.44618 % per month). 

      This attachment explains the derivation of the Fixed Charge Rate proposed in the 

instant filing. The proposed Generation Interconnection O&M Fixed Charge Rate is 

calculated using a standard annual fix charge methodology used by SDG&E to calculate 

its current Fixed Charge Rate.     

2. Summary of Proposed Rate                                          

As indicated above, SDG&E proposes to decrease its generation interconnection 

O&M Fixed Charge Rate from 6.17 % to 5.35 %.  This represents a 13.22 % decrease.  

Statements BG (Revenues under Changed Rates) and BH (Revenues under Present Rates) 

show the estimated effects on each affected generator for each month of the proposed 

twelve-month rate effective period assuming the proposed effective date of March 1, 

2015.  As indicated in statement BG, the rate change would result in an estimated annual 

aggregate billing decrease of ($340,138) to generators from $2,572,269 to $2,232,131. 

The revenues received from these billings are credited to miscellaneous transmission 

revenue accounts recognized in SDG&E’s annual TO4 cyclical Base Transmission 

Revenue Requirement (BTRR) filing.  In other words, revenues received from the 

generators will result in a credit to lower transmission rates to SDG&E’s other 

transmission service customers.  

 

                                                 
3  SDG&E used 2013 cost data in its Base Period for TO4 Cycle 2 Informational Filing in Docket 
No. ER15-553-000, filed December 1, 2014. 
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3. Description of Cost Statements AD through AV 

Below is a description of the cost statements that serve as the main drivers in deriving the 

Fix Charge Rate. Other cost statements used for the derivation of the Fix Charge Rate are 

noted in the reference column of the Statement BK cost of service. 

• To the extent the Fix Charge Rate represents a ratio of applicable expenses divided by 

total transmission plant in service, Cost Statement AD (Cost of Plant) in Attachment 

2 of the instant filing, page AD, line 15 shows Transmission Plant-in-service 

reflecting a monthly thirteen-month average of transmission plant.  Electric 

Miscellaneous Intangible Plant, General and Common plant is allocated to 

transmission service as shown on lines 31, 33, and 35 respectively, using a labor ratio 

that is similarly derived and used in SDG&E’s annual TO4 formula. This labor ratio 

is derived on Statement AI (Wages and Salaries), line 19. 

• Cost Statement AF (Specified Deferred Credits), page AF, column c, line 5 shows the 

transmission related accumulated deferred incomes taxes (ADIT) average balance for 

the 12 months ended December 31, 2013.  The transmission related ADIT includes 

ADIT associated with common, general, and intangible plant allocated to 

transmission using transmission labor ratio as required by FERC.  

• Statement AH (Operations and Maintenance Expenses), page AH, line 9, shows total 

recorded transmission O&M expenses less expense exclusions not applicable to 

transmission service.  These exclusions are described on lines 4 through 8 and more 

thoroughly on page AH-1.  These excluded expenses are related to California Public 

Utilities Commission (CPUC) and California Independent System Operator (CAISO) 

services for transmission services not chargeable to customers, including the affected 
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generators. Lines 11 through 26 on page AH develops total electric A&G, less 

exclusions, allocated to transmission service using the Transmission Wages and 

Salaries Allocation Factor as shown on page AH, Line 30. The exclusions applicable 

to CPUC services are described in more detail on page AH-2.  Lines 32 through line 

52 of page AH describe the derivation of a property insurance expense allocator used 

to allocate insurance expenses to transmission services booked in Account 924.  Line 

56 shows the total Transmission Related A&G expenses including property insurance 

allocated to transmission service. The remaining pages in Statement AH reflect more 

detailed workpapers supporting the data on page AH. 

•  The remaining cost statements, AJ through AV, are used to develop cost ratios 

shown in Statement BK as explained below. 

4. Description of Statement BK, Cost of Service 

Statement BK derives the Fixed Charge Rate applicable to transmission O&M 

service. Statement BK aggregates the costs from the applicable cost statements described 

in Section 3 above and develops the Fixed Charge Rate shown on page 1, column C line 

40.  Column C reflects the cost components attributable to providing transmission O&M 

services to the affected generators. Column B reflects the individual fixed charge 

components for total transmission service.   

The format of Statement BK is similar to the data provided by investor owned 

utilities in support of rates for transmission services under their FERC Open Access 

Transmission Tariff.  In the instant filing, SDG&E has modified the format to use the 

cost data for Base Period 12-Months Ending December 31, 2013. By applying this cost 

data to develop the fixed charge rate assessed to the interconnected generators, these 
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interconnected generators will pay for transmission O&M costs on the same basis as 

SDG&E’s End Use (retail) customers. Page 2 and 3 of Statement BK develops the 

transmission O&M expenses, A&G expenses, and Other Taxes (other than income taxes) 

carrying charge rates related with transmission services. Page 4 shows the derivation of 

transmission related depreciation rate, transmission related ADIT, and transmission 

related general/common ADIT carrying charge rate applicable to these services. 

Page 5 shows the derivation of the rate of return or cost of capital applicable to these 

services and the derivation of Federal and State Income Taxes.  This information is 

shown in Statement AV of the instant filing.  Under the TO4 formula, SDG&E’s return-

on-equity is equal to 10.05 %. 

Page 6 shows the derivation of transmission related common and general plant 

carrying charge rate. Note pursuant to Appendix X Citizens Formula Rate Filing4, line 38 

shows general and common plant revenues adjustment of $380K charged to Citizens 

during 2013 base period.  Page 7 shows the derivation of transmission related working 

capital carrying charge rate related with transmission services. Similarly, Line 48 shows 

working capital revenue credit adjustment of $92K charged to Citizens during 2013 base 

period. 

As shown on page 1 column C, SDG&E selected those cost components that 

support the overall Fixed Charge Rate charged to interconnected generators.  These 

components include transmission O&M, A&G expenses, Other Taxes (Payroll Taxes), 

transmission related common/general plant, and Transmission related cash working 

capital allocated to transmission service.  Line 32, column C of page 1 shows the total 

annual fixed charge related to SDG&E transmission O&M rate. Line 34 shows franchise 
                                                 
4   Citizens Formula Rate Appendix X, Docket No. ER12-1417-000. 
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fees rate calculation and line 36 shows Citizens allocated franchise fees rate adjustment 

associated with the franchise fees amount of $18K allocated and charged to Citizens 

during 2013 base period. Line 40 reflects the adjusted Annual Fixed Charge Rate.  Line 

42 reflects the monthly Fixed Charge Rate used to calculate the monthly revenue in 

Statement BG, described below. 

5. Description of Statement BG, Revenues Under Proposed Rates, and BH, 

Revenues Under Current Rates 

Page 2 of Statement BG (Transmission Revenues to Reflect Changed Rates) 

summarizes the difference in proposed versus current revenues for the twelve-month rate 

effective period assuming the proposed fixed charge rate becomes effective on March 1, 

2015.  As shown on Line 47, Column D, SDG&E is asking for a 13.22 % decrease in the 

Fixed Charge Rate.  Revenues under the proposed rate are shown by customer on page 3.  

The derivation of this monthly revenue in turn comes from Pages 4 through 25 for each 

affected generator.  For example, Page 4, Line 6 shows the proposed annual O&M rate 

and Line 7 shows the monthly O&M rate that would be billed to each affected generators.  

The monthly O&M rate is then applied to the cost of the applicable interconnection 

facilities as to which SDG&E provides services. These interconnection facilities are 

defined in each generator’s interconnection agreement. 

Statement BH (Transmission Revenues to Reflect Present Rates) is organized in 

the same manner as Statement BG, except that the bills shown for each interconnected 

customers is based upon the current FERC approved annual Generation Interconnection 

O&M Fixed Charge rate equal to 6.17 %. 
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6. Justification for Decreasing the Generation Interconnection  O&M Fixed 

Charge  Rate 

SDG&E’s current Fixed Charge Rate was based upon recorded 2007 data.  At that 

time, total annual transmission O&M expenses were equal to approximately $43.959 

million.  The instant filing is based upon a 12-Month Ending December  31, 2013 Base 

Period transmission O&M expenses equaling $76.171 million as shown on Statement BK 

Page 2, Line 8; the Base Period expense level reflects an increase of $32.212 million or 

73.28 % increase over the 2007 expenses.  With respect to transmission plant, SDG&E’s 

2007 recorded transmission plant was approximately $1.236  billion compared to 12 

Months Ended December 31, 2013 recorded plant of $3.653 billion, as shown on  

statement AD, Page AD, Line 15. The Base Period figure represents an increase of 

$2.417 billion, or 195.5 % increase, compared to 2007 recorded plant.  

The decrease in the Generation Interconnection O&M Fix Charge Rate is a result 

of a significant cumulative increase in recorded transmission plant (denominator in Fix 

Charge Rate calculation) compared to a much smaller cumulative increase in O&M 

expenses experienced by SDG&E over a six year period (2007 through 2013).  As a 

result, SDG&E’s Fix Charge Rate has decreased by 13.22%.  During the latter portion of 

this six year period, the increase in transmission plant is primarily attributable to the 500 

kV Sunrise Powerlink transmission line going into service in 2012.  

7. Development of Appendix XI 
 
          In the instant filing, SDG&E is submitting a new Appendix XI to its currently-

effective Transmission Owner (“TO”) Tariff to reflect the Generation Interconnection 

O&M Fixed Charge Rate.  The primary reason for this is to reduce the administrative 
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burden on a going forward basis by obviating the need to revise stated rates in generator 

interconnection contracts with each Generation Interconnection O&M Fixed Charge Rate 

filing.  This reform will also enhance transparency by including the rate in a readily 

accessible tariff of general applicability. 
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Derivation of Generation Interconnection O&M Fixed  
Charge Rate Cost Statements and related Workpapers 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



























































































































































































































































































 

ATTACHMENT 3 
 

Appendix XI, Generation Interconnection O&M Fixed Charge Rate, 
for inclusion in SDG&E’s FERC Electric Tariff, Volume No. 11 

 
 
 
 
 
 
 
 



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

 

APPENDIX XI 

Generation Interconnection O&M Fixed Charge Rate 

 

 

SDG&E shall apply the Generation Interconnection O&M Fixed Charge Rate 

(“Fixed Charge Rate”) to interconnection facility capital costs specified in each 

Interconnection Agreement to which SDG&E is a party and pursuant to which a 

generation facility owned by a third party is interconnected to a transmission facility 

owned by SDG&E.  The Fixed Charge Rate shall equal 5.35414 % when billed on 

an annual basis and 0.44618 % when billed on a monthly basis.  The Fixed Charge 

Rate compensates SDG&E for ongoing costs incurred on behalf or for the benefit 

of SDG&E’s Interconnection Agreement counterparties.  SDG&E-owned generation 

facilities shall be subject to the Fixed Charge Rate on the same basis as third-party 

generation.   

 
 
 
 


