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REVISED PREPARED DIRECT TESTIMONY OF R. CRAIG GENTES 1 
ON BEHALF OF SAN DIEGO GAS & ELECTRIC COMPANY 2 

 3 
I. INTRODUCTION 4 

My testimony describes San Diego Gas and Electric Company’s (SDG&E) Wildfire 5 

Mitigation Plan Memorandum Account (WMPMA) costs between 2019-2022, presents the direct 6 

cost balances in the accounts (gas and electric), discusses the process for adding appropriate 7 

loaders to the recorded direct costs, provides how SDG&E offset the amounts previously 8 

authorized in SDG&E’s Test Year (TY) 2019 GRC, and presents the amount that SDG&E seeks 9 

recovery for in this General Rate Case (GRC) Track 2 proceeding.1 SDG&E’s overall wildfire 10 

mitigation costs from 2019 through 2022 (operations and maintenance (O&M) and capital 11 

expenditures), amounts already authorized in its TY 2019 GRC, and SDG&E’s incremental 12 

wildfire costs after E&Y and company reductions identified below are shown in Table 1 below: 13 

Table 1: SDG&E Wildfire Full-Loaded Costs (2019-2022) 14 
($ in millions) 15 

 Total Spend Less: TY 2019 GRC 
Authorized 

Incremental 
Spend 

O&M $434 $ 150 $284 
Capital $1,789 $601 $1,188 
Total $2,223 $ 751 $1,472 

 
1  The revisions to my original Prepared Direct Testimony affect only Tables 3 and 4 and serve to 

reallocate costs between SDG&E’s WMP categories to align with the current data in SDG&E’s 
accounting system.  In the originally filed direct testimony of Jonathan Woldemariam, and Tables 3 
and 4 of my original direct testimony, SDG&E organized WMP-related budget codes into WMP 
activity categories based upon the categorization at the time of expenditure.  As the WMP process 
continued to evolve under the direction of the Commission and the Office of Energy Infrastructure 
Safety, WMP categories changed over time and certain underlying activities were shifted between 
categories. While the activity itself did not change, it may have been presented in a different category 
of SDG&E’s WMP from year to year. The revised tables now organize the costs in the category as 
defined at the end of 2022 for ease of organization as well as alignment with the information in 
SDG&E’s accounting system.  The amount of SDG&E’s request has not changed.  Additionally, Mr. 
Woldemariam’s Original Prepared Direct Testimony presented the full year 2019 costs associated 
with wildfire risk mitigation activities.  The amounts attributed to 1/1/2019 to 5/29/2019 were 
removed for purposes of my testimony to reflect SDG&E’s incremental WMPMA balance.  Mr. 
Woldemariam’s testimony now includes only amounts incurred from 5/30/2019 to 12/31/2022 to 
reflect only costs recorded to SDG&E’s WMPMA.   
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The costs described and identified in Jonathan Woldemariam’s testimony are O&M and 1 

Capital Expenditure direct costs only with the appropriate Vacation & Sick (V&S) loader applied 2 

for the full years 2019 to 2022. As noted, my testimony presents the costs with the appropriate 3 

loaders for the recorded direct costs and SDG&E’s calculation of the ongoing capital related 4 

revenue requirement (for years 2023-2027) for the assets recorded to the WMPMA. Because the 5 

underlying activities had not yet been subject to a reasonableness review when SDG&E filed 6 

Track 1 of its General Rate Case,2 SDG&E is requesting that the Commission review both the 7 

reasonableness of the underlying activities and approve the associated costs for 2019 to 2022, as 8 

well as these ongoing capital related costs for 2023 to 2027.  It is SDG&E’s intent to address the 9 

capital-related costs for 2028 (presumably SDG&E’s next GRC test year) through the life of the 10 

assets in future GRCs.    11 

Ernst & Young (E&Y) performed an independent analysis of costs and provides an 12 

opinion on their reasonableness and incrementality. Importantly, E&Y concluded that, of 13 

SDG&E’s $2.2 billion in wildfire mitigation capital expenditures and O&M costs incurred from 14 

2019-2022, all but $0.8 million (extrapolated to $2.6 million) was appropriately characterized as 15 

reasonable and incremental. 16 

SDG&E’s undercollected revenue requirements for gas and electric, after all loading and 17 

adjustments is provided at Appendix 6 (Gas) and Appendix 7 (Electric), and is summarized as 18 

follows: 19 

 
2 See A.21-06-021, Proposed Decision on Test Year 2023 GRC for PG&E (Sept. 13, 2021) at 759 

(finding that PG&E cannot seek the ongoing revenue requirement in its Track 1 GRC for costs in its 
wildfire mitigation accounts that are the subject of a separate reasonableness review); See A.21-06-021, 
Alternate Proposed Decision on Test Year 2023 GRC for PG&E (Sept. 13, 2021) at 773 (same). 
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Table 2 – Summary of SDG&E Undercollection 
($ in millions) 

 
 Electric Revenue 

Requirement 
Gas Revenue 
Requirement 

Total Request 

O&M $ 427 $ 7 $ 434 
Capital 995 20 1,015 

Recorded Interest 6 0 6 
Less: 2019 Authorized (298) (10) (308) 

Total  $ 1,130 $ 17 $ 1,147 
  1 
II. BACKGROUND 2 

SDG&E has two active WMPMAs that the California Public Utilities Commission 3 

(Commission or CPUC) approved on January 23, 2020 effective May 30, 2019, one in its electric 4 

tariff book3 and another in its gas tariff book.4  The electric and gas WMPMAs were established 5 

in SDG&E Advice Letters 3454-E and 2817-G, respectively, pursuant to Commission Decision 6 

(D.) 19-05-039 and as a direct result of Public Utilities Code Section 8386.4(a), as modified by 7 

Assembly Bill (AB) 1054. As established in SDG&E’s approved tariffs, these accounts record 8 

actual costs incurred to implement SDG&E’s Commission-approved Wildfire Mitigation Plans.5   9 

The accounts also record revenues authorized by the Commission in SDG&E’s 2019 10 

General Rate Case. Like other regulatory accounts, the WMPMAs balances are calculated by 11 

subtracting the actual costs from the authorized revenues—ensuring that the balances only reflect 12 

costs that are incremental to SDG&E’s 2019 GRC authorized revenue requirements that were 13 

already approved for recovery.   14 

 
3 SDG&E, Preliminary Statements – Electric, WMPMA (Appendix 1), available at 

https://tariff.sdge.com/tm2/pdf/tariffs/ELEC_ELEC-PRELIM_WMPMA.pdf. 
4 SDG&E, Preliminary Statements – Gas, WMPMA (Appendix 2), available at 

https://tariff.sdge.com/tm2/pdf/tariffs/GAS_GAS-PRELIM_WMPMA.pdf. 
5 See Direct Testimony of Jonathon Woldemariam, accompanying SDG&E’s Track 2 submission. 
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III. SDG&E REQUESTS THE RECOVERY OF SDG&E’S FULLY-LOADED 1 
INCREMENTAL COSTS FROM 2019-2022 IN ITS WMPMA 2 

In this section, I present the incremental balances from SDG&E’s WMPMA from 2019-3 

2022, translate those direct capital-related and O&M expenses into fully loaded costs, and 4 

present the ongoing capital-related revenue requirements for Track 2 assets for 2023-2027. 5 

A. SDG&E’s WMPMA Recorded Incremental Balances 6 

As noted, pursuant to D.19-05-039, SDG&E is authorized to record to its WMPMA 7 

incremental O&M and capital-related costs associated with implementing SDG&E’s 8 

Commission-approved Wildfire Mitigation Plans. Interest on those costs is accrued on the 9 

average monthly WMPMA balance at a rate equal to 1/12 of the annual interest rate on three-10 

month commercial paper, as reported in the Federal Reserve Statistical Release H.15 or its 11 

successor.   12 

The WMP activity direct costs described in Mr. Woldemariam’s testimony are captured 13 

in the WMPMAs. The balance SDG&E recorded to the Electric WMPMA for the period May 14 

30, 2019 to December 31, 2022 is a $378.2 million under-collection, prior to the reductions 15 

described in Section VI of my testimony. This represents the amount of incremental costs for 16 

electric distribution WMPMA activities.  This $378.2 million under-collection includes O&M 17 

costs of $429.1 million for electric distribution, electric distribution capital-related costs 18 

(depreciation, taxes and return on incremental rate base) of $188.3 million, and interest on the 19 

WMPMA balance of $5.6 million, minus revenues previously authorized in SDG&E’s TY 2019 20 

GRC of $244.8 million, to arrive at the incremental amount. These amounts are prior to any 21 

adjustments that will be described later, that will reduce SDG&E’s request for recovery. A 22 

schedule reflecting the activity recorded to the WMPMA from May 30, 2019 through December 23 

31, 2022 is included as Appendix 3. 24 
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The balance recorded to the Gas WMPMA for the period May 30, 2019 to December 31, 1 

2022 is a ($3.7) million over-collection for gas distribution. This ($3.7) million over-collection 2 

includes O&M costs of $7.1 million for gas distribution, gas distribution capital-related costs 3 

(depreciation, taxes and return on incremental rate base of $7.1 million less software 4 

development credits of ($7.9)) of ($0.8) million, and interest on the WMPMA balance of less 5 

than $0.1 million, minus revenues authorized by SDG&E’s TY 2019 GRC of $10 million, to 6 

arrive at the incremental amount. A schedule reflecting the activity recorded to the WMPMA 7 

from May 30, 2019 through December 31, 2022 is included as Appendix 4. 8 

B. The Direct Costs in SDG&E’s WMPMA Must Be Fully Loaded 9 

As noted, the Track 2 costs described and identified in Mr. Woldemariam’s Testimony 10 

are O&M and Capital Expenditure direct costs only with the appropriate Vacation & Sick (V&S) 11 

loader applied to them for the full years 2019 to 2022. Under longstanding Commission 12 

authorized utility practice, the direct costs contained in SDG&E’s WMPMA must then be fully 13 

loaded—i.e., adding appropriate overheads such as employee related, administrative, and 14 

engineering costs—for ratemaking purposes. Because the direct costs recorded in the WMPMA 15 

do not include these necessary overhead costs, overhead loaders must be added to O&M and 16 

capital expenditures before being placed into rates. My testimony sponsors the fully loaded costs 17 

associated with O&M and Capital Expenditure direct costs. 18 

Certain overheads are added to both capital expenditures and O&M direct costs. These 19 

overhead costs include labor-related costs (including pension and benefits, incentive compensation 20 

plan (ICP), and payroll taxes), contract administration, shop order, small tools, and purchasing and 21 

warehouse. Other overheads are added for capital work only. These include engineering, 22 

department overheads, and administrative & general.  23 
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The table below shows the O&M discussed in Mr. Woldemariam’s testimony and the 1 

applicable overheads to arrive at the fully-loaded O&M costs included in the electric and gas 2 

WMPMAs. The steps to arrive at the fully-loaded O&M costs are as follows: 3 

 Take the direct O&M costs plus the V&S leave loader from Jonathan 4 
Woldemariam’s testimony; and 5 

 Then add all the other appropriate overhead costs to arrive at the fully-6 
loaded costs that have been included the electric and gas WMPMAs.   7 

Table 3: Fully Loaded O&M Expenditures 8 

 9 
 10 

The table below shows SDG&E’s requested fully-loaded capital expenditures. It takes the 11 

direct capital expenditure costs plus V&S loader from Jonathan Woldemariam’s testimony and 12 

adds all the other appropriate overhead costs to arrive at the fully-loaded capital expenditure 13 

costs. The capital-related costs (depreciation, return and taxes) that have been included the 14 

electric and gas WMPMAs associated with these capital expenditures are only those projects 15 

placed in service from May 30, 2019 to December 31, 2022. 16 
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Table 4: Fully Loaded Capital Expenditures 1 

 2 
 3 

C. Ongoing Capital-Related Costs Associated with the Recorded Capital-4 
Related Costs in the Electric and Gas WMPMAs 5 

As noted, in addition to the fully loaded costs associated with SDG&E’s 2019-2022 6 

wildfire mitigation activities, SDG&E is also seeking the forecasted ongoing capital-related costs 7 

for 2023 to 2027 described below— consistent with how capital investment costs are incurred 8 

during construction but the recovery of the capital-related revenue requirement is then collected 9 

over the life of the asset. Typically, ongoing capital-related revenue requirement is addressed 10 

through the General Rate Case process in the form of assessing SDG&E’s rate base.  11 

Because the underlying activities had not yet been subject to a reasonableness review 12 

when SDG&E filed Track 1 of its General Rate Case,6 SDG&E is requesting that the 13 

Commission review both the reasonableness of the underlying activities and approve the 14 

associated costs for 2019 to 2022, as well as the ongoing capital related costs for 2023 to 2027. 15 

SDG&E will have the opportunity to then include the continued ongoing capital related costs in 16 

its TY 2028 GRC. 17 

 
6 See A.21-06-021, Proposed Decision on Test Year 2023 GRC for PG&E (Sept. 13, 2021) at 759 

(finding that PG&E cannot seek the ongoing revenue requirement in its Track 1 GRC for costs in its 
wildfire mitigation accounts that are the subject of a separate reasonableness review); See A.21-06-021, 
Alternate Proposed Decision on Test Year 2023 GRC for PG&E (Sept. 13, 2021) at 773 (same). 
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Appendix 5 shows the total recorded CPUC jurisdictional electric costs associated with 1 

incremental O&M, depreciation, return, and taxes on rate base from May 30, 2019 through 2022, 2 

as outlined in this testimony. The total electric under-collection is $378.2 million without FF&U.   3 

Appendix 5 also shows the forecasted ongoing annual capital-related costs associated with the 4 

assets put into service from May 30, 2019 to December 31, 2022 for the years 2023 through 5 

2027, which totals $754.6 million without interest or FF&U. These amounts are prior to any 6 

adjustments that will be described later, that will reduce SDG&E’s request for recovery. 7 

The table below provides a summary of the costs for the projects placed in service from 8 

May 30, 2019 to December 31, 2022 and their ongoing capital-related costs for 2023 to 2027. 9 

This request does not include FERC jurisdictional costs. 10 

Table 5: Ongoing Electric Capital-Related Costs for Capital Projects Put Into Service 11 
Between 2019-2022 12 

 13 
 14 

Appendix 6 shows the total recorded CPUC jurisdictional gas costs associated with 15 

incremental O&M, depreciation, return, and taxes on rate base from May 30, 2019 through 2022, 16 

as outlined in this testimony. The total gas department over-collection is ($3.7) million without 17 

FF&U. SDG&E also has ongoing capital-related gas costs from capital projects placed in service 18 

from May 30, 2019 to December 31, 2022 for the years 2023 to 2027. As with electric assets, 19 

Appendix 6 shows the forecasted ongoing annual capital-related costs associated with the assets 20 
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put into service from May 30, 2019 to December 31, 2022 for the years 2023 through 2027 1 

which totals $20.6 million.    2 

Table 6: Ongoing Gas Capital-Related Costs for Capital Projects  3 
Put Into Service Between 2019-2022 4 

 5 

The rate of return (ROR) used in this filing to determine the return component of the on-6 

going capital-related costs for 2023 through 2027 is 7.18% as authorized in the prevailing 7 

SDG&E Cost of Capital Decision (D.22-12-031). 8 

IV. REMOVAL OF WMP ACTIVITIES PREVIOUSLY APPROVED IN 2019 GRC 9 

Once the loaders and ongoing revenue requirements are added to SDG&E’s direct 10 

capital-related costs and O&M expenses recorded between 2019 and 2022 in the WMPMA, the 11 

total amount of O&M and capital expenditures, associated with the costs recorded in the 12 

WMPMA, is $2.2 billion. These costs are outlined in Appendix 5 and 6 and summarized above 13 

in Table 1. Of this amount, $751 million was approved in SDG&E’s 2019 GRC and have already 14 

been found reasonable by the Commission in D.19-09-051. These costs thus do not need to be re-15 

reviewed in this proceeding. SDG&E was able to identify the WMP related O&M activities and 16 

capital projects that were included and approved in the 2019 GRC that later were identified as 17 
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O&M activities and capital projects that mitigated wildfire risks and were included in SDG&E’s 1 

wildfire mitigation plans.  2 

The table below shows the amount of O&M and capital expenditures that have not been 3 

reviewed by the Commission and are therefore subject to review in this proceeding and SDG&E 4 

seeks recovery of in this proceeding. 5 

Table 7: SDG&E Costs Subject to Review in this Proceeding 6 

 7 

V. ACCOUNTING CONTROLS TO ENSURE INCREMENTALITY  8 

SDG&E undertook extensive steps to ensure that the sought-after amounts were 9 

incremental. Before including the costs described above in this Track 2 request for cost recovery, 10 

SDG&E determined that these costs were: (1) Costs associated with the activities described 11 

above that would not have been incurred “but for” SDG&E’s wildfire mitigation efforts; (2) 12 

CPUC-jurisdictional; and (3) incremental and/or above relevant amounts authorized in SDG&E’s 13 

2019 GRC. 14 

SDG&E's finance organization and operational lines of business establish controls to 15 

ensure costs are booked to the correct cost centers, budget codes and internal orders. These 16 

controls include detailed cost accounting instructions to the appropriate lines of business and 17 

analysis of recorded costs in comparison to budget through monthly spending reports. Through 18 

regular and rigorous reconciliation processes costs may be identified that do not belong in a 19 
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certain program and are adjusted out of the account. The procedures and cost monitoring 1 

activities are designed to ensure that costs associated with specific activities that are tracked in 2 

memorandum or balancing accounts for which SDG&E seeks cost recovery in a separate 3 

application are not co-mingled with the costs that are funded by the General Rate Case or other 4 

regulatory proceedings. If the incremental amounts being requested are due to an overrun of a 5 

two-way balancing account, then the distinct cost center, budget code or internal order would 6 

include costs originally adopted in the balancing account, but the cost recovery request only 7 

includes the amounts above that original adopted amount. 8 

As part of the financial closing process, a monthly review of the expenditures is 9 

performed by SDG&E's respective departments, including the accountable program managers 10 

and the finance organization. This monthly review, as well as account reconciliations and 11 

Sarbanes-Oxley controls testing, are conducted to ensure the appropriateness of the charges to 12 

a given cost center, budget code or internal order. 13 

Prior to the formal filing of an application for cost reasonableness, SDG&E further 14 

scrutinizes and adjusts the costs recorded in the memorandum and balancing accounts. This 15 

examination looks for any costs improperly booked to these accounts and also adjusts the cost 16 

recovery request to take into account all applicable Commission decisions and accounting orders. 17 

A. Track 2 Costs Are Allocated Between CPUC and FERC Jurisdictions 18 

SDG&E set up the accounting infrastructure to capture WMPMA-related costs separately 19 

as between the Commission and Federal Energy Regulatory Commission (FERC) jurisdictions. 20 

Recorded costs have been split between the CPUC and FERC using the adopted jurisdictional 21 

factors from the TY 2019 GRC Decision, D.19-09-051. Costs categorized under CPUC 22 

jurisdiction are electric distribution, plus an allocation of Administrative and General (A&G) 23 

supporting costs and General/Common Plant costs.   24 
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Costs categorized under CPUC jurisdiction for gas are only attributable from the 1 

allocation of A&G costs and General/Common Plant costs. Costs categorized under FERC 2 

jurisdiction are associated with electric transmission, plus an allocation of A&G supporting costs 3 

and General/Common Plant costs. The reporting architecture for the WMPMA activities 4 

complies with SDG&E’s Electric Tariff, Preliminary Statement, Sheet 32534-E and Sheet 5 

32535-E (Appendix 1) and Gas Tariff, Preliminary Statement, Sheet 24138-G and Sheet 24139-6 

G (Appendix 2). These accounting classifications are in accordance with the Uniform System of 7 

Accounts as established by the FERC and utilized by the CPUC.   8 

B. Incremental Cost Criteria 9 

SDG&E differentiates and tracks the costs charged into the WMPMAs using cost centers, 10 

budget codes, and internal orders. These accounting designations ensure that SDG&E reflects 11 

only incremental wildfire mitigation-related costs, that is, costs that are not recorded to other 12 

regulatory accounts (e.g., the Tree Trimming Balancing Account) in the WMPMAs. 13 

Accordingly, the WMPMAs do not capture the “normal” or other business costs authorized in 14 

the GRCs.   15 

The capital-related costs that have been captured within the WMPMA, however, do 16 

include SDG&E’s share of AB 1054 capital costs ($215 million). These costs are subject to 17 

exclusion from equity rate base. To implement AB 1054’s equity rate base exclusion 18 

requirement, SDG&E filed Advice Letters 3488-E, 3488-E-A, and 3488-E-B (collectively, the 19 

“ALs"). In those ALs, SDG&E demonstrated that it had reached its $215 million of fire risk 20 

mitigation capital expenditures and provided the amounts of the equity exclusion-related refund 21 

in rates through 2022.  22 

On August 27, 2020, the Commission approved Resolution E-5071 and found that 23 

SDG&E’s underlying calculations and revenue requirement reductions in the ALs appropriately 24 
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capture the equity rate base exclusion requirements of AB 1054 for years 2020, 2021, and 2022. 1 

Pursuant to Ordering Paragraph 5 of the Resolution, SDG&E outlined its exclusions from equity 2 

rate base for 2023 and each year thereafter for the entire useful life of the applicable capital 3 

expenditures in approved Advice Letter 4078-E and its supplement Advice Letter 4078-E-A. 4 

These advice letters also determined that exclusions will be included annually in SDG&E’s 5 

electric consolidated advice letter filings to implement January 1, 2023 rates. SDG&E is thus 6 

returning those costs to customers through the Commission-approved methodology and will 7 

continue to do so. 8 

1. Departments Devoted Exclusively to WMP Activities 9 

For departments that are devoted exclusively to WMP activities, such as SDG&E’s 10 

Wildfire & Climate Science Division, SDG&E has recorded all labor and non-labor costs of this 11 

division to the WMPMAs and then compared these CPUC jurisdictional costs to the relevant 12 

amount authorized in the 2019 GRC to determine what portion of those wildfire mitigation-13 

related costs are considered incremental. 14 

2. Capital Projects Recorded in WMPMA 15 

For WMP capital projects, SDG&E has recorded capital related depreciation, return, and 16 

taxes on rate base to the WMPMA and then compared these CPUC jurisdictional costs to the 17 

relevant amounts authorized in the 2019 GRC to determine what portion of those wildfire 18 

mitigation-related costs are considered incremental. 19 

3. Other Internal Labor and O&M Recorded in WMPMA 20 

For other internal labor and O&M included in the WMP activities, SDG&E has recorded 21 

all internal labor and O&M costs to the WMPMA and then compared these CPUC jurisdictional 22 

costs to the relevant amounts authorized in the 2019 GRC to determine what portion of those 23 

wildfire mitigation-related costs are considered incremental. 24 
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VI. ERNST & YOUNG’S INDEPENDENT COST ANALYSIS REPORT TO 1 
FURTHER ENSURE REASONABLENESS AND INCREMENTALITY 2 

In addition to SDG&E’s internal accounting controls described above, to further ensure 3 

that the costs included in the WMMPA presented here are reasonable and incremental, E&Y 4 

performed an independent analysis of costs, as shown in Appendix 8, recorded to the WMPMAs 5 

for May 30, 2019 through December 31, 2022. Importantly, E&Y concluded that all but $0.8 6 

million (extrapolated to $2.6 million) was appropriately characterized as reasonable and 7 

incremental. 8 

A. Description of the Cost Analysis 9 

SDG&E proactively engaged E&Y to review the wildfire mitigation costs for May 30, 10 

2019 through December 31, 2022. E&Y specifically evaluated whether the costs were 11 

appropriately booked to the WMPMAs and were incurred for activities incremental to those 12 

contemplated by rates authorized in SDG&E’s 2019 GRC. 13 

E&Y’s approach consisted of first segregating the costs within the WMPMA by cost 14 

category. E&Y performed analytics across each population and developed specific testing 15 

procedures tailored to each category of cost based on its unique nature and associated risks.  16 

E&Y tested approximately $405 million of the total costs incurred of $2.2 billion. The table 17 

below summarizes the cost categories:  18 

Table 8: Ernst & Young Cost Categories 19 

Cost Category Amount Amount Tested 
Contracts & External Labor  $         1,711,114,823  $          174,366,879 
Internal Labor  $            120,984,220  $              4,366,258 

Materials  $            164,002,851  $              4,445,844 
Employee Expense  $                1,871,372  $                   55,225 
AFUDC  $              90,532,673  $            90,532,673 
Business Support Charges  $              91,493,299 $            91,493,299 
A&G, Accounting Adjustments, and Other  $              39,329,387 $            39,329,387 
Original WMPMA Population  $        2,219,328,625 $          404,589,566 

 20 
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The amounts selected for detailed transaction testing vary based on the costs within each 1 

category. In addition to detailed transaction testing by E&Y, E&Y held multiple discussions 2 

internally with SDG&E’s Finance, Regulatory, and Line of Business Departments, to review and 3 

validate the costs. The combination of analytical procedures, statistical sampling, and transaction 4 

testing is designed to provide adequate coverage across all cost categories within the scope of the 5 

account. 6 

In addition to the analytical procedures and transaction testing, E&Y also considered the 7 

incrementality of the costs included in the WMPMA compared to the last approved 2019 GRC 8 

and other rate recovery mechanisms. E&Y obtained the last GRC filing with supporting 9 

schedules to gain an understanding of the type and nature of costs included within current base 10 

rates. Based on their analysis detailed in the report, E&Y concluded that the costs included in 11 

this application are incremental to base rates, unless otherwise noted. 12 

E&Y’s analysis was conducted in accordance with the consulting professional standards 13 

in the Statement on Standards for Consulting Services (SSCS) established by the American 14 

Institute of Certified Public Accountants. Furthermore, E&Y’s approach is designed to achieve 15 

the principles of the National Association of Regulatory Utility Commissioners’ (NARUC) Rate 16 

Case and Audit Manual (2003) in an effective and efficient manner. 17 

E&Y, based on their analysis, found no evidence of systemic errors or omissions that 18 

would raise questions relating to management’s conclusions that costs were: 1) incurred for the 19 

activities set forth in the corresponding relevant CPUC approved Account; 2) accurately 20 

recorded; and 3) recorded in only one account. 21 

B. E&Y Cost Analysis Review Results 22 

E&Y prepared findings and observations regarding the costs recorded in the WMPMA 23 

based on their testing and analysis. E&Y’s full report can be found as Appendix 8. E&Y found 24 
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no evidence of systematic errors or omissions that would raise questions relating to 1 

management’s conclusions that costs were: 1) incurred for the activities set forth in the 2 

corresponding relevant CPUC approved WMPMA; 2) accurately recorded; 3) incremental; and 3 

4) recorded in only one account. 4 

As a result of the procedures described above, E&Y identified items totaling 5 

approximately $0.8 million (extrapolated to $2.6 million) that were not properly evidenced for 6 

inclusion in the WMPMA. 7 

A summary of the Observations for potential exclusion are provided below: 8 

Table 9: Ernst & Young Potential Exclusions 9 

Cost Cat. Exclusion Type O&M Cap Ex Total 
Contract Non-incremental $          11,490 $          34,029 $           45,519 
Contract Does Not Align to Contract $            4,527 $          12,169 $           16,696 
Contract Not Reasonable/Prudent $               438   $                 438 
Contract Out of Scope   $            9,418 $              9,418 
Contract Transmission $       238,654 $       427,200 $         665,854 
Materials Trip to Unrelated City $               108   $                 108 
Materials Transmission   $         78,645 $            78,645 
A&G, Accounting 
Adjustments & Other 

Events/Tickets Unrelated to 
PSPS Events 

$         13,090   $            13,090 

Total  $       268,308 $      561,461 $          829,769 
       
Extrapolated Total  $    1,082,555 $   1,477,527 $       2,560,082 

 10 
C. Adjustment to O&M and Capital Related costs 11 

SDG&E has reduced the electric costs included in this request for both $0.3 million of 12 

O&M costs and $0.3 million of Capital-Related costs associated with the capital expenditures 13 

included in the table above, before extrapolation, to incorporate the findings of E&Y’s review.  14 

SDG&E’s accounting practice is to only book known accounting adjustments not extrapolated 15 

amounts.  In addition to these adjustments identified by E&Y, SDG&E also identified additional 16 

electric O&M costs of $1.4 million that are removed from the costs being requested. All of these 17 

adjustments are converted to a fully loaded amount. These adjustments result in a revised 18 
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WMPMA electric undercollection revenue requirement of $376.5 million, and a total requested 1 

electric revenue requirement of $1.131 million, with no changes to gas. Appendix 7 reflects the 2 

electric reductions described above, and SDG&E’s total requested electric revenue requirement 3 

relating to the WMPMA.   4 

Table 10: SDG&E Electric Cost Reductions 5 

 6 

This concludes my revised prepared direct testimony.  7 
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VII. WITNESS QUALIFICATIONS 1 

My name is R. Craig Gentes.  My business address is 8680 Balboa Avenue, San Diego, 2 

California 92123. I am employed by SDG&E as the Director – Accounting Operations within the 3 

Controller’s organization.  4 

In 2017, I assumed my current role of Director of Accounting Operations. I am 5 

responsible for the Asset & Project Accounting, the Affiliate Billing and Costing, the Financial 6 

Systems Client Support and Accounts Payable functions. Previously, I have served as Director of 7 

Utility Accounting, responsible for the Financial Accounting, Regulatory Reporting, and Bank 8 

Reconciliation and Escheatment functions for both SDG&E and SoCalGas; Director of 9 

Accounting Operations, responsible for the Cost Accounting, the Affiliate Billing and Costing 10 

and Sundry Services functions for both SDG&E and SoCalGas; Director of Compliance, 11 

responsible for the CPUC and FERC Affiliate Compliance activities, the Accounts Payable 12 

function, and Financial Policies and Controls; Manager of Financial Policies and Controls, 13 

responsible for the implementation of the compliance process to meet the requirements of the 14 

Sarbanes-Oxley Act; and Financial Accounting Manager, primarily responsible for the monthly 15 

closing of the financial statements, Generally Accepted Accounting Principles (GAAP) 16 

accounting issues and research, and participating in Securities Exchange Commission (SEC) and 17 

CPUC financial reporting issues and requirements. 18 

Prior to joining SDG&E, I worked for Deloitte Haskins & Sells, now Deloitte & Touche, 19 

in the auditing department. I obtained my California CPA license in 1984, and that license is 20 

currently in active status. 21 

I received a Bachelor of Science degree in Business Administration with a major in 22 

Accounting from the University of Nebraska-Lincoln in 1982. 23 

I have previously testified before the California Public Utilities Commission.24 
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