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James F. Walsh

. . , | ' Senior Counsel
S0C ,,

101 Ash Street
_ : HQI13D
A Sempra EHEigY utifity™ San Diego, CA 92101-3017

Tel: 619. 699. 5022

Fax: 619. 699. 5027
jwalsh@sempra.com

January 14, 2005

To All Parties of Record in A.04-02-026

Re: SONGS 2 & 3 Steam Generator Replacement Application; SDG&E Errata

Please find enclosed San Diego Gas & Electric Company’s errata to the direct
testimony of SDG&E’s Mr. Michael Schneider together with workpapers. Copies of this
errata and workpapers are being electronically delivered to all parties of record and ALJ
O’Donnell today. Hard copies will be mailed on January 18"™ because of the special
printing requirements applicable to the workpapers that preclude mailing today.

Sincerely,
<
o s
es F. Walsh

Attorney for -
San Diego Gas & Electric Company
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Application of Southern California Edison
Company (U 338-E) for Authorization:

(1) to replace San Onofre Nuclear
(SONGS 2 & 3) steam generators; (2)
establish ratemaking for cost recovery; and
(3) address other related steam generator
replacement issues.

Application No. 04-02-026
Exhibit No.: (SDG&E-4)
Witness: Michael M. Schneider

ERRATA TO

PREPARED DIRECT TESTIMONY
OF MICHAEL M. SCHNEIDER
ON BEHALF OF SAN DIEGO GAS & ELECTRIC COMPANY

BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

January 14, 2005
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SCE in 2004, and SCE would accept responsibility for all future decommissioning costs
associated with SDG&E’s current 20% ownership share. Finally, SDG&E would enter

into a PPA with SCE in 2004 to provide SDG&E’s customers a fixed amount of energy

each year through 2022,

Analysis for Alternative 3 includes all costs identified under Alternative 1,

including SDG&E’s 20% share of SONGS O&M and fuel, as well as SDG&E’s
projected SONGS depreciation, return, and NDT contributions. However under
Alternative 3 these costs would be paid by SCE and recovered from SDG&E through the
PPA. Therefore the cost of the PPA expressed in 2004 present value dollars, is equal to
the 2004 present value of all costs associated with Alternative 1. -

Under the PPA, SCE would provide to SDG&E a fixed amount of energy
equivalent to SDG&E’s current 430 MW entitlement in SONGS at a capa.city factor of
91.8%. That capécity factor was chosen because it is equal to the historic average of
SONGS 2&3 capacity factors over the past 5 years '(1999-2603). Since this capacity
factof is greater than tﬁe capacity factor projected by SCE in their cost-effectiveness
study (88%), Alternative 3 would result in somewhat more energy being delivered to
SDG&E than Altemaﬁve 1. Therefore, while the total 2004$‘cost of the PPA would

equal the total 20043 cost of Alternative 1, the total 20043 cost of Altemative 3 is

somewhat less than the total 20048 cost of Altemnative 1 because it includes the value of .

this increased energy. As shown in Attachment 1 the value of this increased energy is
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power plant. However, z;s indicated from the sensitivity analysis conducted in Section
VI-D and Figure 2 below, the Geothermal PPA would be cost-effective only if SDG&E'’s
ownership share of SONGS remains above 15%. The Geothermal PPA option. has added
benefits of providing continued fuel diversity 1o SDG&E’s generation portfolio as wel]. as
suppomng the State’s energy policy of requiring higher levels of renewable resources for
future energy and capacity supply. These benefits should be consxdered in addition to the
cost-effective analysis and provide a premium such that even if SDG&E’s ownership in

SONGS falls below 15%, a Geothermal PPA would be preferred over participation in the

SGRP.
Alternative 1 is SDG&E’s third preference. Under Alternative 1, SDG&E

would continue to keep its 20% ownership percentage in SONGS, while SCE goes

«

forward with the SGRP.

~ FIGURE 1
TOTAL COST OF SDGAE ALTERNATIVES {20048, MILLIONS)
BASED ON CTCC REPLAGEMENT GENERATION
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. FIGURE 2
TOTAL COST OF SDG&E ALTERNATIVES (20045, MILLIGNS)
BASED ON GEOTHERMAL REPLACEMENT GENERATION
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. VI1l. DIFFERENCES BETWEEN SCE’S AND SDG&E’S ANALYSES

This section compares SDG&E’s Economic Analysis to SCE’s Cost-

Effectiveness Study (SCE-4) by highlighting the key differences between the two studies

_in terms of purpose, methodology, assumptions, and results.

The purpose of SDG&E’s analysis is not to determine if the SGRP is cost-
cffective, but whether it is cost-effective for SDG&E to participate in the SGRP.
SDG&E’s study is based on an assumption that the SGRP will go forward. The purpose

of SCE’s study on the other hand is to establish that the SGRP is cost-effective overall,

and cost-effective to SCE’s and SDG&E’s customer groups individually.

SDG&E evaluated the following three altematives:

* Alternative 1: “SDG&E Participates in SGRP”
. Alternative 2: “SDG&E Ownership Reduction”

. Alternative 3 “SDG&E Ownership Transfer with PPA”
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