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CALIFORNIA PUBLIC UTILITIES COMMISSION
APPLICATION NO. 17-10-007
PREPARED TESTIMONY OF MICHAEL SHAMES
on behalf of
SAN DIEGO CONSUMERS’ ACTION NETWORK

I. Overview
This testimony is presented by Michael Shames, Director of San Diego Consumers’
Action Network (SDCAN) on issues relating to San Diego Gas & Electric (SDG&E). He
has appeared before this Commission on numerous occasions and has been recognized as
a subject matter expert on matters relating to both telecommunications and energy. His
qualifications are found in Appendix “A”.
This testimony presents SDCAN’s findings and recommendations and to address
three primary issues:


How SDG&E’s profitability has increased during a period when its energy prices
charged to customers have skyrocketed disproportionately compared to other
California IOUs.



How SDG&E’s reliability has deteriorated during this same period.



How the quality of SDG&E’s customer service has declined, despite SDG&E’s major
investments in improved customer communications.
Per ORA’s analysis, if SDG&E’s proposals are adopted by the Commission, the

utility’s ratepayers will be subjected to a 4-year cumulative revenue increase of $1.700
billion.1 In its showing, SDCAN proposes that the Commission fully reject SDG&E’s

1

Exh ORA-1, p. 8

3

revenue request -- nearly double the increase sought by SDG&E in its TY2016 GRC
request. Instead, SDG&E’s rates must be lowered from its current base margin pursuant
to the revenue reductions recommended by ORA, with some additional revenue
reductions as set forth below.
SDCAN's evaluation of SDG&E's practices and policies raise a number of
disturbing findings. Perhaps the most pronounced one is the extent to which these
General Rate Case filings show how SDG&E continues its strategy of exploiting the
current rate case system to pad its profits. To wit, since its 2012TY GRC, SDG&E's electric
rates jumped well ahead of the other two major utilities in the state: SCE and PG&E.
Figure 1 - CPUC’s System Average Rate Comparison

4

This table is drawn from the CPUC’s Section 913 Electric and Gas Utility Cost
report issued to the Legislature in April 2017 shows how SDG&E’s system average rates
leapfrogged over the state’s other two IOUs since SDG&E’s last 2016TY GRC.2
As will be demonstrated below, SDG&E’s gaming of the GRC process has earned it
significantly higher profits, subjected its customers to markedly higher rates than any
other utility in California and has resulted in a documented decline in customer service
quality and reliability.

2

http://www.cpuc.ca.gov/General.aspx?id=6442454550
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II. Summary of Recommendations
The purpose of this testimony is to provide document the clear disconnect between
SDG&E's rate increases and its profitability over the past decade. This testimony also
examines SDG&E’s service reliability deficiencies and it evaluates some of the utility’s
Customer Service expenditures and policies. A summary of the recommendations are as
follows:


In light of the current application’s deficiencies, the Commission should adopt
the revenue recommendations of ORA and reduce SDG&E’s rates by no less
than $64 million.



The Commission must require SDG&E to explain why its system average rates
have disproportionately increased relative to the other two major California
Investor-Owned Utilities since 2008;



The Commission must reduce SDG&E’s rates in order to comport with the
system average rates of the other two major California Investor-Owned Utilities.



The Commission must reduce SDG&E’s rates in order to reduce SDG&E’s
profits to reasonable historical-based levels.



The outage data that SDG&E has provided to the Commission may be highly
inaccurate. The Commission compel must SDG&E to make historical outage
data available at the SDG&E website and to subject its outage data to
independent and random verification.



SDCAN urges the Commission to redirect at least $5 million of the revenues
SDG&E seeks for distribution O&M or capital expenditures and obligate the
utility to fund an independent distribution management analysis overseen by
the Commission’s Safety and Enforcement Division. The mandated study
would examine the efficacy of SDG&E’s past ratepayer-funded distribution
“smart grid” investments and recommend whether SDG&E would be subject to
negligent or malfeasant expenditures. The study’s authors would also be
tasked with recommending cost-effective strategies by which the utility’s electric
reliability could be improved. This study would be completed and the
recommendations incorporated into SDG&E’s next General Rate Case.
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SDCAN proposes that service guarantees should be increased from $50 up to
$100 per missed appointment so that customers are partially compensated for
their time. Additionally, SDG&E should be obligated to split the costs of the
program with shareholders until the next SDG&E GRC, at which time, if it
provides evidence of reduced mission appointments, the program might, once
again, be fully funded by ratepayers.



SDCAN recommends a bill credit or direct payment to developers of $900 per
day to customers where SDG&E has either failed to reschedule an appointment
at least 24 hours in advance for either inspection or installation services or has
taken more than 24 hours for a rescheduled appointment for either inspection or
installation services.



SDG&E should be ordered to pay $400 per day to customers or developers
where SDG&E’s installation of gas or electric lines exceeds five days after the
project has been released to the Construction Department by the SDG&E
inspectors.



The Commission should reject SDG&E’s request additional $7.5 million or 20%
in TY2019 for non-shared Customer Service Operations. Further, the
Commission should require that in its next GRC application, SDG&E must
show a reduction in customer complaints in order for revenue increases for
these operations to be considered in future GRC applications.



For its Residential TOU billing costs, SDG&E should receive more than ORA’s
recommended $1.127 million if the following conditions are met: SDG&E must
at least 20 positions at an average salary+costs of $100,000 per FTE and SDG&E
must compile and report to the Commission about the nature of residential
customer billing inquiries and the incidence of bill protection/shadow billing
disputes.



SDG&E’s proposed increase in Project Management is excessive and should be
reduced.



SDCAN recommends SDG&E receive no more than $683,000 funding for the
Regional Public Affairs department. This is an appropriate recommendation in
light of the historical context for these operations and SDG&E’s failure to offer a
“detailed justification” that this expense outweighs corporate image
enhancement, as required by the Commission in D. 13-05-010.
7

III.

SDG&E's Profitability and Energy Rates are Too High
A. SDG&E’s Profitability Has Skyrocketed in the 2010s
This Commission is presented with a cost of service proceeding that represents just

the third full- litigated General Rate Case for SDG&E since A. 84-12-015. As is
summarized in the table below, most all of SDG&E’s rate cases in the past two decades
have resulted in settlement outcomes in which SDG&E’s revenues were nowhere close to
its requested amount.
However, the 2008TY General Rate Case was an outlier; it was a contested
settlement that proved to be a debacle that had a serious impact upon SDG&E customers
for the following 10 years. In that 2007 case, SDG&E sought $150 million (12.4%), for
TY2008, with further Post-Test Year increases for 2009 through 2011 of $41 million (3.0%),
$44 million (3.1%), and $44 million (3.0%), respectively.3 Notably, SDG&E had started that
case, requesting a $230 million rate increase and then dropped the request by $80 million
during the pendency of the case.4 DRA (now ORA) found that SDG&E deserved no more
than an $85 million increase. The result of that case was crushing for SDG&E customers;
the Peevey-led Commission adopted this contested settlement between DRA and SDG&E
that gave SDG&E a 13% increase that included very generous attrition increases.
In its 2012TY GRC, the Commission finally issued a decision for contested GRC. D.
13-05-010 was a mixed bag, in that it granted SDG&E a revenue requirement of

3 D. 08-07-046, p. 2
4 SDG&E used almost an identical strategy in its subsequent 2012TY application. It started with a filing
seeking an increase of $238 million and dropped it by $70 million in mid-July down to $168.5 million.
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$1.732,830,000, amounting to a $123 million increase over 2012 rates.5 While this decision
gave SDG&E $115 million less than the utility sought, its “split the baby” decision to give
SDG&E any increase resulted in significant rate impacts --- especially as the increase was
squeezed into a time-shortened period. In 2016, the Commission, once again, accepted a
settlement that continued to fill SDG&E’s coffers with unprecedented profitability.
SDCAN has reviewed SDG&E’s last eight rate cases, spanning a period of over 24
years. In most of those cases, SDG&E sought increases that were only a fraction of what is
being sought in this case. In almost every case, SDG&E received yet a fraction of what it
sought. Miraculously, SDG&E survived over 24 years of what it might characterize as
“chronic underfunding” with record profitability levels. Notably, the last three GRC
decisions ushered in a period of double-digit annual earnings and a doubling of SDG&E’s
earnings in less than a decade. The disturbing history of Commission decisions in
SDG&E’s last eight GRCs is set out in Figure 2 below:

5

D. 13-05-010, p. 2
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Figure 2. Comparison of Rate Case Positions and Dispositions
(1984-current)
RATE CASE
Proposed by
APPLICATION SDG&E (in $
millions)
A. 84-12-015
$78.5

Proposed by
DRA/ORA (in $
millions)
$6.0

A. 87-12-003

$13.3

$(71.0)

A. 91-11-024

$143.4

42.8

A. 98-01-014
A. 02-12-028

$74.7
$81.0

$(52.5)
$(52.0)

A. 06-12-009

$150.0 (reduced
from $240 .0)

$85.0

A. 10-12-005

$240

$(46.0)7

A. 14-11-003

$116
with $193 million
cumulative
increases in 2017
& 2018
$218 million with
increases up to
$160 million in
2020, $123 million
in 2021 and $126
million in 2022.

$(58.0)
with $109 million
cumulative
increases in 2017 &
20188
$(64.0) with $218
million cumulative
increases in 2020229

A.17-10-007

Final Resolution (in
$ millions)
CPUC decision:
$14.0
Settled:
$(94.9)
Settled:
$72.5
Settled: $(10.3)
Contested
Settlement $(9.8)6
Contested
settlement
$138
Decision:
$123
Settlement:
$50

TBD

6 Specifically, the CPUC reported SDG&E electric customers would see a decrease of approximately $8.2 million; and
SDG&E gas customers will see an increase of approximately $1.6 million.
(http://www.cpuc.ca.gov/PUBLISHED/NEWS_RELEASE/41867.htm)

7 However, DRA conceded to attrition increases of $25M, $32M and $40M in subsequent years.
8 ORA-1 Executive Summary, p. 1
9

ORA Exh 34, p. 11
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During this same period, SDG&E’s profitability has been very high; its profits have
almost doubled in the past 10 years and this trend apparently will continue. As recently
as February 27, 2018, Sempra Energy announced that: “SDG&E's full-year earnings
were $407 million in 2017”. As set forth in Figure 3 below, SDG&E earnings in 2012 were
$484 million, $431 million in 2011 and $369 million in 2010. Notably, in 2010, SDG&E’s
earnings were only $344 million. By SDG&E’s own admission, over the past ten years,
SDG&E’s earnings have doubled, reaching historically high levels, as set forth in Figure 3
below.10
Figure 3 - SDG&E’s Earnings Increases (by year)
Year
2005
2006
2007
2008
2009
2010
2011
2012
2013
2014
2015
2016
2017
Totals

Reported Earnings
$262 million
$237 million
$283 million
$339 million
$344 million
$369 million
$431 million
$484 million
$404 million
$507 million
$587 million
$570 million
$407 million11
$5.224 billion

10

% increase
10
15
20
2
7
17
12
-17
25
13
-2
na

http://investor.sempra.com/releasedetail.cfm?releaseid=1058802
This drop reflects the $208 million cost of the CPUC’s 2017 denial of wildfire cost recovery. Absent this
charge-off, SDG&E’s profits would have increased by 8%
11

11

Over the past dozen years, SDG&E has reaped over $5 billion in profit, paid by its
customers exclusively. SDG&E’s annual earnings have effectively doubled since it
reported earnings of $227 million in 2006.
SDG&E’s record profitability has occurred during a period in which natural gas
prices dropped significantly and its system average electric rates leapfrogged over that of
the other major IOUs. It would be inaccurate to place full blame upon SDG&E, as the
Commission has played a major part by adopting inflated revenue requirements over this
time period.
This application presents a serious challenge to this post-Peevey Commission. A
significant amount of budgetary mischief has been uncovered by ORA and other
intervenors.12 The evidentiary record is sufficient for the Commission to not only reject
SDG&E’s proposed rate increase but to reduce SDG&E’s authorized revenues by over $64
million in TY2019.13 In this proceeding, the Commission has an opportunity to revisit and
restore public confidence in the regulatory process by slicing through SDG&E’s inflated
budgets and “rightsizing” the company’s profitability so that it is more reflective of the
utility’s underwhelming performance.

12Exhibit
13

ORA-1-A, p. 2.

Exhibit ORA-34, p. 2
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B. SDG&E's Rates Have Leapfrogged Those of Other California Utilities

As noted above, the three most recent General Rate Cases were a debacle for
SDG&E customers. As a result of those decisions, SDG&E's rates have increased at a rate
higher than any other regulated energy utility in California.
As of January 2015, the CPUC’s own SB695 Compliance report indicates SDG&E's
residential average rates are over 20 cents per kWhr. The majority of the increase has
occurred since the last General Rate Case in 2012, where SDG&E's residential rates
increased from 15.6 cents per kWhr to 18.4 cents per kWhr.

Figure 4 – IOUs’ System Average Rate Comparison

California
IOUs

2008

2011

2013

2015

2016

PG&E

$.15 k/Wh

$.15 k/Wh

$.16 k/Wh

$.172 k/Wh

$.18.28k/Wh

$.174k/Wh

SCE

$.15 k/Wh

$.14 k/Wh

$.16 k/Wh

$.162 k/Wh

$14.90k/Wh

$.144/Wh

SDG&E

$.156k/Wh

na

$.177k/Wh**

$.21 k/Wh***

$20.54 k/Wh

$.223k/Wh

2017

This data, drawn from the IOUs SB 695 Compliance reports to the CPUC, shows
that SDG&E's system average rates during that time frame increased from appx. $.15 kWh
to over $.20 cents per kWhr (an increase of almost 30%) and an average annual change of
5.23% compared to SCE’s avg. increase of 1.26%.14 In effect, SDG&E's residential

14

2018 California Electric and Gas Utility Cost Report, p. 7
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customers are currently paying 20% more than SCE customers and almost 15% more than
PG&E customers. Notably, in 2008, the residential rates for all three utilities were just
about the same (15.6 for SDG&E, 15.0 for both SCE and PG&E). Only after the 2008 and
2012 SDG&E GRC decisions, did SDG&E's rates jump well above California's other two
energy utilities while SDG&E reaped record profits and management bonuses. During
this same time frame, SDG&E's customers were hit with the most serious economic
recession since 1929. Notably, in SDG&E’s 2015 SB695 report to the Commission, SDG&E
was the only IOU that chose not to disclose its system average rates to the Commission.

Figure 5 - Utility Cost Report: Section 747
Utility Costs

PG&E

SCE

SDG&E

Distribution
Purchased Power
Transmission
Utility Owned Generation
Bonds & Fees
Management/Programs
Grand Total

32.0%
32.2%
11.4%
14.4%
4.8%
5.1%
100.00%

34.6%
30.9%
7.5%
18.0%
4.0%
5.1%
100.00%

36.3%
24.4%
13.2%
16.5%
3.4%
6.2%
100.00%

Figure 5 data comes from the CPUC’s Electric & Gas Utility Cost Section 747 Report
to the Governor and Legislature.15 It shows how SDG&E’s higher rates are caused by
higher percentages of distribution and transmission costs than the state’s other IOUs as
well as its disproportionately low purchased power.

15

Report, p. 9, Table 1.3
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In the last five years, SDG&E’s rate of increase in its system average rates has
substantially eclipsed the state’s other two major IOUs: 16

SDG&E’s system average rates have leapfrogged to the highest in the continental
United States and the highest in California, by more than 7% as per a Sacramento
Municipal Utility District study at Figure 5 below.17 Nor is the prospect of rate relief in
coming years promising, given SDG&E’s cumulative $300 million requested increase over
the coming three years.
Figure 6 - Comparison of the Average Residential Monthly Electric Bills
Monthly Average Residential Electric Bill @ 750 kWh per month
Effective as of January 1, 2018.
Utility
Monthly Bill
SMUD
$110
Roseville Electric
$113
PG&E
$177
Modesto Irrigation District
$133
Southern California Edison
$152
San Diego Gas & Electric
$225

16

2018 California Electric and Gas Utility Cost Report, p. 6
17 As per discussion above based upon CPUC Utility Cost report. See also:
https://www.smud.org/en/residential/customer-service/rate-information/rate-comparison.htm
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Relative to other utilities in California, SDG&E’s rates are more – not less –
expensive. More recently, the state Office of Ratepayer Advocates (ORA) asserted that
SDG&E’s recently proposed 2017 rates make SDG&E's rates the highest in the state of
California. SDG&E’s system average rates also are the highest and have the steepest
increases among the three largest California investor owned utilities (IOUs) as shown
below:

Figure 7 - ORA’s IOU System Average Rate Comparison

In its 2017 protest to SDG&E's advice letter 3130-E-B, the ORA claimed that
SDG&E’s attempt to pass through new rate increases already approved by the state
regulators needs to be revisited. As part of the residential rate reform tier consolidation
and flattening, ORA asserts that Tier 1 residential rates have seen a 55% increase over a
three-year (2015-2017) period. However, this did not result in lowering the high tier
16

rates. At the beginning of the residential rate reform, SDG&E’s highest tier (Tier 4) rate
was 42 cents/kWh. Now the highest tier (HUC) rate is almost 55 cents/kWh. In its reply
to the ORA protest, SDG&E did not dispute these numbers.
ORA claimed that SDG&E may have misled regulators. It argues that on
September 8, 2017, SDG&E submitted illustrative rates that were far lower than the rates
proposed less than two months later on November 2, 2017. ORA supported its contention
with Table 1 below, which shows SDG&E's proposed summer Tier 1 rate is 4.3 cents per
kWh higher, and the proposed winter Tier 1 rate is 3.7 cents per kWh higher than those
shown in the September filing than its previous representation to the Commission:

Making matters worse, in a 2017 report, ORA had evaluated SDG&E residential
electric rates from January 2015 to SDG&E proposed rates for December 1, 2017. The office
found that SDG&E’s summer Tier 1 rates had increased 55.4%, and winter Tier 1 rates
have increased 31.7%, while residential average rates (RAR) have increased by
23.6%. These lower tier rates punish SDG&E customers who use LESS power. In other
words, those who conserve are seeing large rate increases than those customers who
17

squander electricity. ORA concluded that the 2019 bill impact for an SDG&E electric
residential customer using an average of 500 kWh/month would be a $6.13 increase
(+4.8%) per month.18
And the news gets even worse for SDG&E customers. In the last year, SDG&E has
added over $1.5 billion dollars of rate hikes in the regulatory pipeline. They are scheduled
take effect in 2019. In addition to the $11% increase in 2019 sought in this application,
SDG&E also seeks a 7.3% increase in 2020, a 5.2% increase in 2021 and a 5.1% increase in
2022, resulting in increases up to $160 million in 2020, $123 million in 2021 and $126
million in 2022. Just three months prior to this filing, SDG&E filed another application (A.
17-04-027) seeking $256 million to replace its outdated billing system. Spread out over the
expected lifetime of the new billing system, what is called the “total revenue requirement”
that would be picked up by customers comes in at a breathtaking $996.6 million. 19
SDG&E’s significant rate increases occurred despite the fact that natural gas prices
dropped for the utility since 2014. According to the U.S. Energy Information
Administration, between 2014 and 2016, there was an over 50% drop in 'citygate" gas
which is the gas purchased by the utilities to ship to customers.20 Even though the vast
majority of SDG&E power is natural gas-fueled, the costs paid by SDG&E consumers for
electric utility service has increased while the primary cost-driver for electricity has
dropped.

18
19

Exh ORA-1, p. 11
http://docs.cpuc.ca.gov/PublishedDocs/Efile/G000/M185/K576/185576099.PDF
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https://www.eia.gov/dnav/ng/hist/n3050ca3m.htm

18

SDG&E assiduously avoids any knowledge of the comparative levels of its rates.
Based upon a series of data request inquiries to SDG&E, the utility admits that it has not

19

conducted any kind of electric or natural gas rate comparison of its rates with other
utilities since 2006, except in rebuttal to testimony in the 2016TY GRC.21
Notwithstanding SDG&E's protestations that its geographical location and available
fuel mix causes its rates to be higher than other utilities, SDG&E's rates were actually the
lowest among the three IOUs in California for much of the 1990s and 2000s. Back in the
late 1980s, SDG&E sought to merge with Southern California Edison on the basis that its
rates would continue to be the highest in the state absent such a merger. SDG&E was
wrong. Shortly after regulators reject that merger, SDG&E's average electric rates dropped
below those of SCE's for most of that decade.
And in the 2000s, the CPUC's own numbers show how SDG&E's system average
rates were lower than SCE's in 2002 and 2006 and within one cent (7%) of SCE's system
average rates for the period of 2003-2008. Similarly, SDG&E's rates were lower than those
charged by PG&E in 2002, 2003 and 2006 and within one cent (7%) through 2008. Only
after the 2008TY SDG&E GRC decision, did SDG&E's rates jump above California's other
two energy utilities. 22 The 2012TY GRC decision doomed SDG&E customers to paying far
higher rates through the subsequent three years leading up to this application.
These facts lead SDCAN to recommend that the Commission take three actions:


The Commission must require SDG&E to explain why its system average rates
have disproportionately increased relative to the other two major California
Investor-Owned Utilities since 2008;

21 SDG&E states that since 2006, it has not engaged in any comparison of its rates of other ratepayer utilities
(Attachment B: SDG&E response to SDCAN DR1-27, DR1-29)
22 see: http://www.cpuc.ca.gov/PUC/energy/Electric+Rates/ENGRD/ratesNCharts_elect.htm
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The Commission must reduce SDG&E’s rates in order to comport with the
system average rates of the other two major California Investor-Owned Utilities.



The Commission must reduce SDG&E’s rates in order to reduce SDG&E’s
profits to reasonable historical-based levels.

21

IV. Electric Distribution Costs Ignore Efficiencies Achieved By Its
Investments in AMI and Smart Grid

The reliability of the electric system underpins virtually every sector of the modern
U.S. economy. Reliability of the grid is a growing and essential component of national
security. Standard definitions of reliability have focused on the frequency, duration, and
extent of power outages. With the advent of more two-way flows of information and
electricity—communication across the entire system from generation to end use,
controllable loads, more variable generation, and new technologies such as storage and
advanced meters. This isn’t just SDCAN’s opinion, it is the stated policy of the State of
California as articulated by the state Energy Commission.23
In its review of SDG&E’s application, the ORA opposed increased revenues for the
utility’s Emergency Management Systems, which include costs related to outages. ORA
states:
“SDG&E did not provide documentation demonstrating the historical (2012-2016)
non-labor costs included in rates and incurred for its web-based forecasting
systems, IT upgrades, updates and enhancements, software packages, and
operating costs for its high-performance operational computing cluster system
(supporting FPI, SAWTI, Solar Potential Index and Outage Prediction Model)and its
mobile radar system (Atmospheric Profiler). The costs associated with the above
non-labor activities are regular, routine and ongoing activities that do not require
incremental funding at the level requested. SDG&E’s development, implementation

23

QUADRENNIAL ENERGY REVIEW: Transforming the Nation’s Electricity Sector: The Second
Installment of the QER | January 2017 Chapter IV,
https://www.energy.gov/sites/prod/files/2017/01/f34/Chapter%20IV%20Ensuring%20Electricity%20Sys
tem%20Reliability%2C%20Security%2C%20and%20Resilience.pdf

22

and testing activities for specific projects are one-time, non-recurring costs, and
incremental funding every year for these specific projects is not required. SDG&E’s
testimony fails to demonstrate or incorporate into its forecast any calculated
ratepayer savings and benefits or associated efficiency gains in dollars for its
proposed web-based forecasting systems, IT upgrades, updates and enhancements,
software packages to enhance productivity and workflow processes and equipment
upgrades and other proposed “modern technology” that will enable SDG&E “to
leverage the stability of cloud computing.”24
Similarly, SDG&E’s Electric Regional Operations is responsible for inspection and
maintenance of its distribution system, including dealing with electric outage. SDG&E
seeks an over 20% increase over its 2016 adjusted recorded expenses. 25 ORA finds
SDG&E’s justification for this increase to be unsubstantiated, however it offers SDG&E a
$2.2 million increase for these operations. 26
SDCAN agrees with ORA that the utility should not see any increase in either of
these spending categories. However, the basis for SDCAN’s recommendation differs
from ORA. SDCAN has found prima facie evidence that SDG&E’s reliability data is
fundamentally flawed due to the absence of independent verification and unreliable
outage data gathering.

A. SDG&E’s Reliability Data is Unreliable and Misreported

Since 2015, SDCAN has been tracking SDG&E’s outage performance. As part of
that tracking process, SDCAN endeavored to independently verify the duration and

24
25

Exh ORA-05, p. 67
Exh ORA-05, p. 29

26

Id, p. 30
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causes of electric outages by comparing SDG&E’s outage data posted at its website with
media reports on the same outages. Because the media rarely reports on small outages,
the only data available to SDCAN related to relatively large and lengthy outages.
SDCAN has compiled a list of major outages throughout San Diego during the
2015-2017 time period and then, in discovery, sought to determine whether SDG&E’s
justifications for the outages corresponded with the boots-on-the-ground public reports on
the outages. What we found was that there is a significant disparity between SDG&E’s
accounting of the events and the publicly documented reasons for the events.
As set forth in Appendix D, SDCAN chose 13 random outages that were reported
by the media during the 2015-2016 time frame.27 We compared the local San Diego media
reports with SDG&E’s own logs about the location, duration and causes of the electric
outages. The discrepencies between the media reports and SDG&E’s own outage data are
highlighted in yellow. Of the 13 media-reported outages:


7 outages went on longer than reported by SDG&E (Discrepency in Duration),



4 outages affected more customers than acknowledged by SDG&E (Discrepency in
Number),



2 outage incidents were not listed in SDG&E’s discovery response to SDCAN.



2 alleged causes for the outages that SDCAN could not verify.

27

We omitted outages caused by weather or transmission constraints. We also omitted media stories that
were vague or incomplete. 2017 data wasn’t sought from SDG&E because many of the outages appeared to
be weather related and would not be as representative as the 2015-2016 data.
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In none of the 13 outage incidents did SDG&E’s characterization correspond to the
independent media reports. The marked disparities between the “boots-on-ground”
media reports and SDG&E’s characterization of the outages raises legitimate questions
about whether SDG&E’s reliability statistics are, in fact, reliable.
One of the problems that we found is that SDG&E does not archive or, in any way,
preserve outage data on its website.28 It offers only real-time or anticipated planned
outage data. Other than in real-time data, there is no way for a customer or the media to
validate the scope, duration or causes of an outage.
Second, we were unable to discern any independent validation of this distribution
outage data by either the Commission or any other state agency. In the annual Electric
Reliability Performance reports it submits to the Commission, SDG&E makes no
representation that the data has been independently validated.

While the utility touts

that it has a “reliability assessment team”, it offers no support for the staffing or
independence of this “team”. SDCAN is unable to find any basis that SDG&E’s selfreported outage data is accurate and verifiable.

Accordingly, all of SDG&E’s reliability

matrices (SAIDI, MAIFI, SAIFI) are suspect and any PBR based upon these indices is
fundamentally flawed.
SDCAN recommends that this Commission compel SDG&E to make historical
outage data available at the SDG&E website and to subject its outage data to independent
and random verification.

28

SDG&E’s own internal audits can no longer be relied upon.

https://www.sdge.com/residential/customer-service/outage-center/outage-map
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B. SDG&E’s Major Investments in Reliability Technology Have Not Resulted in
Improved Reliability

SDG&E has failed to provide evidence of benefits imparted by the company’s $600+
million investments in Smart Grid and AMI technologies since 2007. By way of context, in
2005, SDG&E filed an application for its Advanced Metering Infrastructure project and
sought approval to install approximately 1.4 million new, AMI-enabled, solid state electric
meters and 900,000 AMI enabled gas modules at a cost of over $500 million.29 In that
application, SDG&E represented to the Commission that the deployment of these meters
would improve outage management and specifically:
“……SDG&E will be able to monitor its system continuously, speeding detection of gas
leaks and electric system outages. Fourth, AMI will improve safety and provide greater
service reliability through superior outage response and service restoration.”
Based, in part, upon that representation, the Commission approved this massive
expenditure.30 SDG&E completed the deployment of the AMI network in approximately
2010. That same year, SDG&E sought another $100 million in Smart Grid upgrades that
were also alleged to improve outage detection and avoidance. In A. 10-12-005, SDG&E
represented to the PUC that this additional investment would enable the utility to install
Wireless Faulted Circuit Indicators (FCI) which would provide automatic fault detection,
isolation, and service restoration capabilities, requiring minimal human intervention and
leading to reduced outage time. It also sought money for SCADA Capacitor and SCADA

29

A. 05-03-015.

30

D. 07-04-04 p.10. See also Finding of Fact #1, p. 90
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Expansion projects designed to reduce outage restoration time by wireless fault location
and phase identification via real-time monitoring. In its decision in the 2012TY GRC, the
Commission authorized expenditures for both the FCI and SCADA upgrades.31
In that GRC decision, as in its approval of SDG&E’s AMI, the Commission relied
upon SDG&E’s representations that these smart grid technologies would allow the utility
to “respond more quickly to outages”.32 However, it cautioned the utility that because of
indicators showing reduced reliability, the utility was obligated to present analysis of its
reliability in light of these major infrastructure investments:
“SDG&E has a continuing obligation under Pub. Util. Code § 451 to provide
safe and reliable service. SDG&E must continue collecting the SAIDA, SAIFI,
SAIDET, and ERT data over the course of this rate case cycle. This will provide the
data on the number of, and length of, the outages, and the time it takes to restore
service. SDG&E also is required to keep a record of the cause of the outages. In its
next GRC filing, SDG&E must include a discussion and a summary of the reliability
measures, with a comparison to the data from the two prior GRC cycles. Also, a
summary of the cause of the outages shall be included in the next GRC filing, along
with a discussion of the trends that were observed.”33
Subsequent to that decision, the utility proposed and the PUC accepted reliability
performance measures in D. 14-09-005. As per SDG&E, adoption of this PBR relieved the
utility of its obligation to report to the Commission. It provided no such narrative in its
opening testimony. Its complete response to the Commission’s directive was the following
three-paragraph summary contained in the Rebuttal Testimony of Mason Withers:34

31

D. 13-05-010 p. 229, 231
Id, p. 5
33 Id, p. 207-208
32

34

A. 14-11-003, Exh SDG&E-240, p. MW-8-9
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Rather than comply with the CPUC’s 2013 directive of reporting upon how the
over $600 million in AMI and Smart Grid investments had improved reliability, the utility
offered in its rebuttal testimony an almost word-for-word copy of SDG&E’s testimony in
the current proceeding.

In neither its 2016TY GRC filing nor in this proceeding has

SDG&E provided a discussion and a summary of the reliability measures, with a
comparison to the data from the two prior GRC cycles, a summary of the cause of the
outages shall be included in the next GRC filing or a discussion of the trends that were
observed.
Notably, in this application, SDG&E is proposing to discontinue the PBR on the
basis that SDG&E’s “priority focus should be on safety”.35 In Speer’s testimony, he
contrasts SDG&E’s reliability indicators with those of SCE and PG&E without mentioning
that the two comparative utilities have much larger territories to cover, much more diverse
terrain and far more weather impacts than the moderate climate of San Diego County.
Speer declines to opine as to SDG&E’s own performance relative to its historical
benchmarks.

SDG&E’s response to SDCAN data requests reveals the cause of this

glaring omission: SDG&E’s reliability has worsened across the board.
SDG&E refused to provide specific reasons for its worsening reliability and even
declined to include them in its workpapers.36 In fact, SDG&E objected to SDCAN’s
characterization of an upward trend, claiming that SDG&E’s data outage numbers of

35

SDG&E Exh 15-R, p. WHS-92-WHS-97

36

SDG&E response to SDCAN DR-2,2

29

SAIDI, CAIDI and SAIFI indices did not reflect a worsening of reliability.37

Nor would it

offer its benchmark results. Instead, it referred to annual reports it files with the CPUC.
In SDG&E’s 2016 Annual Electric Reliability Performance Report, SDG&E’s distribution
reliability numbers all showed a worrisome trend:
Figure 8 – Reliability Matrices 2007-2016

Each of the four indices in Figure 8 above showed a significant rise since 2014 and
two of them had been on an unrelenting rise since SDG&E initiated its investments in AMI
and the Smart Grid.

37

SDG&E response to SDCAN DR 2,8
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SDG&E’s objection to the actual facts notwithstanding, SDG&E conceded to the
Commission in a separate filing that SDG&E’s data outage numbers were “significantly
higher” than in the past 12 years.38 The primary causes of the increases in 3 of the 4
quarters is “equipment failure”.

This concession undermines SDG&E claims in its testimony that SDG&E has a high level
of reliability. 39 Nor does it offer a weather-adjusted comparison of its outage data to those
of SCE and PG&E.

38

July 17, 2017; SDG&E’s 2016 Annual Electric Reliability Report, p. 1

39

SDG&E Exh 15-R, p. WHS-94
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SDG&E’s arguments are further undermined by referring to the California Electric
Reliability Investor-Owned Utilities Performance Review 2006-2015.40 This Staff Report relies
upon data up to 2015 and compares reliability to other utilities but doesn’t compare
SDG&E’s historical performance. In fact, since the data upon which that report is based,
SDG&E’s MAIFI, CAIDI, SAIFI and SAIFI levels have all risen (reliability decreased)
notably compared to its past performance. Nor does this Staff Report mention, let alone
incorporate, the significant reliability upgrade investments made by SDG&E since 2007.
Moreover, some of the Staff Report’s findings are strongly skewed. For example, in
regards to MAIFI it states “SDG&E has shown steady improvement over the past 10
years.” Yet, as per the chart in the Staff Report as well as Figure 8 above, it bases its
findings on high MAIFI scores in 2006 and 2010. Compared to 2011, SDG&E’s MAIFI
occurrences have been increasing steadily. The Staff Report mentions that 2011 skews
much of SDG&E and SCE numbers because of the transmission challenges that year.
However, SDCAN notes that since 2012, almost all of SDG&E’s reliability indicators have
been worsening, with literally no exception.
SDG&E asserts in its 2016 Reliability Performance Report to the Commission that it
plans to address the worsening outage numbers by installing more tie-points and remote
switches that would increase sectionalization of distribution circuits and add FLISR
functionalities.41 Notably, SDG&E declines to increase utilization of the intelligence that

40

Id.

41

Id, p. 2
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ratepayers have already funded and had installed into the system with the promise of
improved reliability and shorter outages.
SDCAN urges the Commission to redirect at least $5 million of the revenues
SDG&E seeks for distribution O&M or capital expenditures and obligate the utility to fund
an independent distribution management analysis overseen by the Commission’s Safety
and Enforcement Division.

The study would examine the efficacy of SDG&E’s past

ratepayer-funded distribution “smart grid” investments and recommend whether SDG&E
would be subject to negligent or malfeasant expenditures.

The study’s authors would

also be tasked with recommending cost-effective strategies by which the utility’s electric
reliability could be improved. This study would be completed at least one year prior to
the filing of and its recommendations incorporated into SDG&E’s next General Rate Case
application.
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V. Customer Service Expenditures and Policies
A. Customer Service Guarantees

1.

Service Guarantees to Residential Customers Should Be
Increased

In D.99-05-030, the Commission adopted customer service guarantees and
associated customer credits payable to residential customers if SDG&E fails to fulfill those
guarantees.42 This component provides a credit to customers if SDG&E does not meet its
scheduled appointment time for service visits at the customer’s premises. Service
Guarantees require the utility to pay an SDG&E customer a credit for between $15 and $50
if SDG&E does not arrive within its scheduled timeframe and does not notify the customer
about the delay in advance. The amount of the credit depends on the type of service visit.
These guarantees require SDG&E to meet service appointment commitments and dates for
new service establishment. This program began July 1, 1999.
SDG&E's testimony is silent on the issue of the Service Guarantee. However, as it
has not sought to modify D. 99-05-030, the Commission can presume it is continuing.
Therefore, if the utility is unable to meet an appointment commitment with a customer for

42

The Commission’s support for service guarantees was affirmed most recently in D. 05-03-23, where the
Commission notres that “montiroing alone is not likely to lead to improvement and it lacks any enforcement
teeth if there is no penalty” and that “a customer who has had to miss work (often at an hourly wage) only to
have the utility employee not appear within a reasonable window of time, the service guarantee is at least
partial compensation and better than nothing. While the goal may be to improve overall service when
individual customers are harmed, as with missed appointments, it is fully appropriate to have the
compensation go to the individual”. Id, at 54-56

34

services at the customer’s premises when access is required, SDG&E will credit $50 to the
customer’s account.43
SDCAN inquired into the status of this program in discovery. It asked:
Please provide any and all statistics on the aggregate of payments made to customers and
number of customers who availed themselves of the service guarantees adopted in D. 9905-030. Included in this request are any memos, reports or documents that review the
results of and effectiveness of the service guarantees.
SDG&E responded, in part:
“SDG&E does not have any memos, reports or documents that review the results and
effectiveness of the service guarantee program”.44
SDG&E provided information about the numbers of missed appointments and
credits paid to customers.45

SDCAN has tracked SDG&E’s performance regarding service

guarantees and has found a disturbing trend of increased missed appointments, despite
the fact that SDG&E is scheduling fewer appointments:
Figure 9 - SDG&E’s Service Guarantees from 2010 to present
Year

Appointments
Scheduled

Appointments
Missed

2010
2011
2012
2013
2014
2015
2016
2017

127,066
101,386
84,436
77,605
68,195
70,741
63,740
66,241

47
59
66
84
139
178
66
368

44 Appendix B: SDG&E response to SDCAN DR3-5
45 Id
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Credits Paid to
Customer

$1,780
$2,150
$2,580
$3,885
$5,400
$7,335
$2,640
$14,912

SDCAN is concerned recommends that this trend shows a significantly growing
number of appointments missed and credits paid to customers. In light of the many
technological communication improvements since 2010, along with an almost 50% drop in
the number of appointments scheduled, these missed appointments and customer credits
should be dropping, not increasing. SDCAN proposes that service guarantees should be
increased from $50 up to $100 per missed appointment so that customers are partially
compensated for their time. Additionally, SDG&E should be obligated to split the costs of
the program with shareholders until the next SDG&E GRC, at which time, if it provides
evidence of reduced mission appointments, the program might, once again, be fully
funded by ratepayers.

2. Expansion of Customer Service Guarantees To Customers Using Third-Party
Contractors for Trenching.
SDCAN has presented the expert testimony of Lawrence Conery Engineering46 in
this proceeding to document unjustified costs being imposed upon SDG&E customers
who retain third-party contractors provide trenching for gas and electric lines. This
testimony shows how SDG&E has declined to provide timely and reliable inspection and
installation where third-party contractors are servicing SDG&E customers.
As fully explained in the Conery testimony, for a number of years, SDG&E has
engaged in the troubling practice of under-resourcing its gas and electric installation

46

May 14, 2018; Testimony of Conery Engineering on behalf of SDCAN
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services. This has led to years of last-minute appointment cancellations and delayed
installation of said services. Contractors who have constructed trenches for the
installation of gas lines are forced to incur documented costs of approximately $900 per
day for a missed appointments. These contractors are thrust into an inspection limbo, as
they are forced to forego other projects while they are waiting for the SDG&E appointment
to be rescheduled.
When SDCAN inquired further into whether complaints had been received by
SDG&E regarding these installation matters, SDG&E stated that it doesn’t track such
complaints. 47 Specifically, it stated:
“…..The Regional Public Affairs, Construction, Planning & Design teams receive inquiries
about projects throughout the day by phone and otherwise. The Company does not track
these inquiries, as it would be unduly burdensome. As indicated in response to SDCAN01, Question 62a, while there are numerous inquiries that come in throughout a given time
frame, most of these are resolved without an organization making a written claim or
grievance against SDG&E.”

This statement, on its own, is unacceptable as SDG&E should be tracking any such
“inquiries” from its customers/contractors. Secondly, this assertion is directly
contradicted by Conery Engineering, who attests to these matters have been brought ot
SDG&E’s attention by third-party contractors and are not being readily resolved. Finally,
Conery also attests to the uneven bargaining advantage enjoyed by SDG&E. Were a
contractor to file a formal grievance, that contractor would legitimately fear being subject
to an informal blackball status by SDG&E for future installations.

47

See Appendix B; SDG&E response to SDCAN-DR-O3, 3
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SDCAN asserts that SDG&E apparently has chosen to underfund the departments
that perform the inspections and installations of gas lines and impose unwarranted costs
upon customers who require SDG&E’s installation services. Apropos of residential
customers, SDCAN recommends that the Commission compel SDG&E to provide similar
service guarantee bill credits to customers of SDG&E who have been forced to pay higherthan-necessary trenching costs due to SDG&E’s practices. SDG&E recommends a bill
credit of $900 per day to customers using third-party trenching contractors where SDG&E
has either:


Failed to reschedule an appointment at least 24 hours in advance for either
inspection or installation services;



Taken more than 24 hours for a rescheduled appointment for either
inspection or installation services.

If at the time of the violation, the property at issue doesn’t have an active SDG&E
customer account, then SDG&E should issue a check to the developer associated with the
address.
In the case where it has taken more than five days after an inspection to complete a
gas line installation, SDCAN recommends a service guarantee in the amount of $400 per
day. This penalty is based upon Mr. Conery’s testimony that a contractor can expect to
incur $36.50 per day in out-of-pocket costs and that SDG&E, itself, has set a penalty for
contracts to pay approximately $396 for contractor-caused delays incurred by SDG&E.
The combination of SDG&E’s penalty and the contractor’s out-of-pocket costs totals
38

approximately $400. As with the other recommended service guarantee, if at the time of
the violation, the property at issue doesn’t have an active SDG&E customer account, then
SDG&E should issue a check to the developer associated with the address. Otherwise,
SDG&E would issue a bill credit of $400 per day to the customer’s account until such time
as the installation is completed.

B. Increasing Customer Complaints Are Unacceptable
SDG&E has experienced an increasing number of Customer Service Center
complaints. This trend continued despite SDG&E having spent over $25 million in 2005,
over $26 million in 2006, 2007, and 2008, and over $27 million in 2009 on Customer Service
Field Operations and Customer Contact Center.48
This trend was not unexpected. Informal Complaints filed with the Commission’s
Consumer Affairs Branch (CAB) against the SDG&E from 2007 and 2008 were less than the
number filed in 2006, although both years saw over 200 informal complaints filed against
SDG&E.49 In 2009, the number of informal complaints filed totaled 310 complaints,
exceeding the previous high of 289.

50

SDCAN returned to customer complaints and

satisfaction in this proceeding and has found that customer complaint numbers have

48 A. 10-12-005; See 9/22/11 Testimony of Michael Shames p. 57-64
49 Id.
50 Id.
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worsened. For the years 2015-2017, the number of informal complaints submitted to CAB
increased by over 57%.51
Similarly, escalated complaints within SDG&E also increased. Back in the TY2011
GRC, we noted that SDG&E’s customer service representative complaints had increased
from 55 in 1999 and 88 in 2005 up to 126 complaints in 2006.52 SDG&E continued its trend
of triple digits complaints in 2007 and 2008 with 100 and 188 complaints respectively.53 In
2009, the number of complaints about SDG&E customer service representatives
maintained high levels at 161 complaints.54 In response to a follow-up data request,
SDG&E adjusted the number of 2006 reported customer service complaints to 126 and
increased number of 2009 customer service representative complaints to 170.55
That was approximately 10 years ago. Now, in this proceeding, SDCAN found that
the number of written/escalated complaints and grievances for residential customers had
taken on far greater numbers and had increased by 17%, as set forth below:56

51

From 177 up to 273 complaints in 2017, as per SDG&E response to SDCAN DR01-53

52

A. 10-12-005; See 9/22/11 Testimony of Michael Shames, p. 58
53 Id.
54 Id.
55 Id.
56 Appendix B: SDG&E response to SDCAN DR01-66
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SDG&E declined to provide the 2017 data, despite SDCAN expressly requesting the
most updated information in its data request.
These complaint numbers markedly and steadily increased despite the fact that
total customer contacts for those three years increased by only 10%.57 Similarly, Field
Service technician complaints increased by over 100%.58

These increasing consumer complaint and claims-paid numbers offer a revealing
glimpse into the deficiencies of SDG&E’s broad, generalized customer satisfaction data.
For context, SDG&E forecasted increased non-shared Customer Service Operation

57

From 3,550,001 contacts in 2015 to 3,915,268 in 2017, as per SDG7E response to SDCAN DR01-24

58

Appendix B, SDG&E response to SDCAN DR01-24
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expenses in 2016 of $2.7 million or 8.2%. 59 The company seeks an additional $7.5 million
or 20% in TY2019.60 Over the past three General Rate Cases, SDG&E has submitted
testimony asserting that the utility has spent more money to become more responsive to
its customers, including:


SDG&E offers several channels for customer contacts beyond traditional phone calls.
SDG&E serves customers in their channel of preference, to include live chat, e-mail, and
social media (Twitter).61



SDG&E has implemented and is proposing the implementation of several web and app
based projects that will improve the customer experience and meet the customers’
expectations of SDG&E.62



In 2011, SDG&E testified that SDG&E conducts a follow-up investigation or
analysis with the customer on each and every complaint . 63

However, the customer complaint data suggests that SDG&E’s increased expenditures
are not having a beneficial impact upon customer engagement. Rather than feeling that
their concerns have been heeded and addressed, customers are complaining. SDCAN
asserts that because of the absence of a competitive alternative to SDG&E, customer
responsiveness is given inadequate priority by the utility. SDCAN recommends the
Commission reject SDG&E’s request additional $7.5 million or 20% in TY2019 and require
that in its next GRC application, SDG&E must show a reduction in customer complaints
in order for revenue increases to be considered in future GRC applications.

59
60

Id, p. BMB-16
Exh. SDG&E-18, Testimony of Jerry Stewart, p. JDS-1.

61

A. 14-11-003; June 2015 Rebuttal Testimony of Bradley M Baugh p. BMB-108
Id, p. BMB-112
63 A. 10-12-005, October 2011, Rebuttal Testimony of Ed Fong, p. EF-61. As noted below, SDCAN
documented at least one “complaint” lodged with its Rates department that never generated a response.
62
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C. Residential TOU Billing
In its application, SDG&E requests an increase of $2.255 million for billing analysts
and a supervisor.64 ORA proposes cutting this increase by 50% because SDG&E has failed
to adequately justify this increase.65

SDCAN concurs with ORA that the addition of 15.5

positions at a cost of $2.255 million is excessive, as it amounts to an average salary+costs of
$145,500 per FTE. This is excessive, as much of the billing analysis performed by these
analysts would be assisted by a third-party bill analysis program that could address
customer questions.
That said, SDCAN is supportive of SDG&E receiving a higher budget than ORA’s
$1.127 million recommendation if the following conditions are met:


SDG&E hires at least 20 positions at an average salary+costs of $100,000 per
FTE;



SDG&E compiles and reports to the Commission about the nature of
residential customer billing inquiries and the incidence of bill
protection/shadow billing disputes.

SDCAN’s position is informed by a specific and fully-documented experience with
SDG&E’s EV-TOU rate program during the 2017-2018 time period that caused a
customer’s average electric rate to increase by upwards of 20%. This fairly sophisticated
electric customer’s repeated request for bill protection and shadow billing was ignored by

64

SDG&E Exh. 18, p. JCS-23

65

ORA Exh-16, p. 25-27
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SDG&E66. In fact, as documented in Appendix C below, SDG&E was entirely
unresponsive to the customer’s repeated inquiries to the residential TOU rate department.
It would send acknowledgements that it had received the customer’s multiple
correspondences but never responded or complied with the customer’s request.
SDCAN expects that the residential TOU default program will lead to numerous
comparable scenarios, such the one documented by SDCAN, where customers experience
unexpected and unwarranted bill impacts due to flawed rate design or inadequate
customer education.

D. Project Management
In its testimony, SDG&E seeks more than a 100% increase in its Project Management
costs.

In its testimony, SDG&E claims its needs to double its department costs in order to
fill vacancies. 67 When pressed further in data requests, SDG&E justifies the increase on

66

His emails were sent to rs-ratesupport@semprautilities.com and never generated any response.

67

Exh SDG&E-15, p. WHS-37.
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the need for training classes and the impact of its FOF initiative.68 Ironically, the SDG&E
witness describes the FOF initiative as a corporate-wide effort to “identify and implement
efficiencies and operational enhancements across the Corporation.”69
ORA recommends against this increase based upon a five-year average
methodology.70 It also appropriately recognizes that: “When an employee retires, the
costs recorded in rates for that position that later becomes vacant are still included in
recorded expenses, and the new hires usually start at a salary below the salary paid to the
retiring employee. It is inappropriate to force ratepayers to pay twice for normal, ongoing and routine activities or employee non-productive costs” Unfortunately, ORA
recommends an increase of about $140,000 for this department.
SDCAN concurs that the increase is unwarranted. However, its opposition is
based upon more than simply historical cost and the undisputed fact that new hires are
less expensive than near-retirement employees.

In the 2016 TY GRC application, SDG&E

used a similar argument to justify an almost identical funding level ($1,368,000).

Even

though it was authorized to spend up to $800,000 in that GRC, the company only spent
$660,000. SDCAN submits that SDG&E took the $140,000 that it was authorized to spend
and used it for other purposes, presumably to pad its profit margin. SDCAN asserts that
SDG&E’s decision to divert authorized revenues for other uses disqualifies it from seeking

68
69

SDG&E response to SDCAN DR-2,10
Exh SDG&E-15, p. WHS-5

70

Exh ORA-05, (Godfrey) p. 26
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yet $140,000 more from ratepayers to fund a department whose costs should be dropping
due to retirements.

E. Regional Public Affairs

In this application, SDG&E seeks $1,802,000, which is a 7% increase over its
authorized expenditures from 2016. ORA does not oppose this increase and it erroneously
accepts SDG&E’s expenditure representations even though it conflicts with ORA’s own
2016TY testimony. However, SDCAN recommends $683,000 funding for the Regional
Public Affairs department. This is an appropriate recommendation in light of the historical
context for these operations. Most notably, in D.08-07-046, the Commission put SDG&E
on notice about costs for public affairs and outreach after DRA (now, ORA) proposed a
disallowance of certain public affairs costs. The Commission did not adopt ORA’s
proposed disallowance but did conclude the following:
[W]e will require SDG&E and SoCalGas to maintain detailed contemporaneous
documentation of the actual activities, the service or information provided,
including data on the numbers of customers who receive this service or
information, as a part of the documentation for the next GRC if the companies wish
to receive ratepayer funding for these activities. In effect, the companies are on
notice that the bar has been raised and a more detailed justification is required for
all public affairs and outreach expense to demonstrate genuine customer benefit
that outweighs any incidental corporate image[] enhancement.71 (Emphasis added.)

However, contrary to meeting a raised bar for customer benefit, SDG&E continues
to request funding for the Regional Public Affairs department and for parts of the External

71

D.08-07-046, p. 74.
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Affairs department to engage in activities in support of lobbying and corporate image
enhancement.

In 2015, SDG&E sought $1,687,000 for funding its Regional Public Affairs

department for TY2016. The Commission adopted this figure as part of the settlement of
that application.72
In its data request in this proceeding, SDCAN asked:
“Please provide the annual budgets for all expenses relating to the operations of the
SDG&E Regional Public Affairs division during the January 2015 through December 2017
time period. These expenses should include the monies available for any consulting or
services provided by other Sempra affiliates, the parent company or any third-party
vendors. To the extent that this information is not included in testimony or workpapers,
please provide this information”

In 2015, SDCAN had posed an almost identical request and SDG&E provided the
following budgets for this department:73

SDGE Regional Public
Affairs
Total Budget

2010

2011

2012

2013

2014

$1,366,953

$ 747,073

$ 611,130

$ 686,952 $ 950,073

This department had expenditures from 2011-2013 that ranged in the $600,000$700,000 range. However, suddenly in 2014, its budget jumped by almost 40% and by
2016, SDG&E wanted more than 100% above its 2011-2013 expenditure levels.

72

D. 16-06-054, p.50

73

Appendix B, SDG&E response to SDCAN DR1-37
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SDG&E’s response to SDCAN’s 2018 data request was far more circumspect. It
responded with a reference to its witness’ workpapers. Mr. Speer’s workpapers show this
chart:

This chart shows that in TY2016, SDG&E spent $1,965,000 rather than the $1,687,000
that the utility had sought and the Commission approved. In the following two years, it
spent approximately the same; all of the years spending exceeded the Commission’s
authorization. Interestingly, SDG&E’s adjusted-recorded expenditures from 2012-2014 do
not match the numbers that it gave the Commission in 2015. Secondly, they represent a
200% increase over their 2011-2013 expenditures, as represented by its 2015 response.
As noted above, ORA accepted the expense forecasts for SDG&E’s Regional Public
Affairs based, seemingly, upon consistent historical costs. Yet, ORA’s numbers are
disparate. In 2015, ORA reported the Regional Public Affairs expenses for TY2016 as
$1.687 million (in $2013).74 This figure, converted to $2016 would amount to about 1.738

74

A.14-11-003

Exh ORA-5, Testimony of E. Jaeger, p. 3
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million.75

However, in this proceeding, ORA reports SDG&E’s Regional Public Affairs

expenses as $1.965 million in $2016.76 None of these numbers come close to squaring with
the figures provided to SDCAN in data responses by SDG&E in either the 2016 GRC or
this proceeding.
SDCAN suggests that in light of its refusal to comply with the Commission’s order
to offer more detailed justification and its conflicting responses to SDCAN’s 2015 and 2018
data requests, at most, SDG&E should receive authorization for the 2013 expenditures of
$686,952 for its 2019TY.

75

Bureau of Labor Statistics CPI: https://www.officialdata.org/2013-dollars-in-2016?amount=1687000

76

Exh ORA-6, Testimony of T. Godfrey, p. 6
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APPENDIX A
QUALIFICATIONS OF MICHAEL SHAMES

Michael Shames has an extensive background in utility-related matters and
regulation. Mr. Shames was the co-founder of Utility Consumers' Action Network and is
currently SDCAN's Executive Director. A 1978 graduate of UCLA, Mr. Shames received
his Bachelor of Arts in Public Administration and went on to receive a Juris Doctorate in
1982 from the University of San Diego School of Law. During his studies at the University
of San Diego, Mr. Shames developed the model for SDCAN. From the outset, SDCAN was
designed to represent residential and small business consumers in the highly technical
areas of utility rate regulation.
During his 27-year tenure as Executive Director at UCAN and his 5 years at
SDCAN, Mr. Shames has participated in numerous regulatory proceedings before the
PUC. In addition to all SDG&E general rate cases since 1986 and most major statewide
electric utility proceedings, Mr. Shames has played a major role in telecommunications
issues before the PUC. He has prepared expert testimony in the MCI-Sprint merger case,
the Pacific Bell Marketing Case and the Cingular Investigation of 2003. He also has
provided expert testimony in each of SDG&E's last five rate cases, in SDG&E's Advanced
Meter Initiative proceeding and, most recently, SDG&E's Sunrise Transmission
application. Since 2007, he has served on SDG&E's Technical Advisory Panel for AMI
deployment. Prior to that, he also served on SDG&E's Technical Advisory Panel for
Energy Efficiency program implementation.
Mr. Shames has been appointed to numerous oversight panels by the Public
Utilities Commission during his 21-year career. In 1997, Mr. Shames was appointed by the
California Public Utilities Commission to serve on two advisory boards: The California
Board for Energy Efficiency and the Consumer Education Advisory Panel. And the
California Senate appointed Mr. Shames to serve on the Joint Task Force on Privacy
Reform.
In addition to his work before the PUC, Mr. Shames has also participated in several
regulatory hearings on behalf of San Diego consumers before the California Department of
Insurance. He presented expert testimony on the use of telecommunications technologies
in insurance redlining in RH-292, which investigated "redlining" in the insurance industry
and RH-313. These proceedings determined timelines for prior approval rate regulations
procedures.
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Mr. Shames has repeatedly appeared before the California Energy Commission and
California Legislative Oversight Committee on Energy and Public Utilities as a recognized
consumer representative. He has spoken on assorted utility consumer issues at the
National Association of State Utility Consumer Advocates (NASUCA) and the National
Association of Regulatory Utility Commissioners (NARUC) conferences as well as a
number of other conferences. He has testified in hearings before the Public Utilities
Commission on cellular and electric regulation cases and he was selected to serve on the
Advisory Board of the Competition Policy Institute based in Washington DC.
In addition to his work for SDCAN, Mr. Shames has served as an adjunct professor
at University of San Diego, School of Business, where he taught between 1991 and 1995.
His articles on utility issues have been published in most of the state's major newspapers
and scholastic journals, including the Energy Law Journal on California's Electric
deregulation in summer 2003. He has published articles in Public Utilities Reports,
Harvard Business Review and has contributed chapters to two books on deregulation.
[Preserving Consumer Protection and Education in a Deregulated Electric Services
Industry., Who Benefits From Privatization, Hossain & Malbon, Eds. (Routledge, 1998) and
"Consumer Principles for Electric Utility Reform", in Electric Utilities Moving into the 21st
Century, Enholm & Malko, eds. PUR Inc. (1994)]
Mr. Shames has also been appointed to San Diego boards to serve as a consumer
representative, including the County Water Authority Panel on Utility Costs (1989), the
San Diego City Task Force on Sewer and Water Rates (1992), and the San Diego County
Public Works Board (1993). He has also been honored as Distinguished Advocate for a
Non-Profit Agency - University of San Diego School of Law and has received two awards
from the San Diego Press Club for his advocacy work.
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APPENDIX B
SDG&E Data Responses to SDCAN DR-01,2 & 3 Cited in this
Testimony
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SDCAN DATA REQUEST SDCAN-SDG&E-DR-02 SDG&E 2019 GRC – A.17-10-007 SDG&E
RESPONSE DATE RECEIVED: FEBRUARY 12, 2018 DATE RESPONDED: MARCH 1, 2018

2. Please provide any memoranda, reports or other documents which discuss distribution SAIDI, SAIFI
or CAISDI outages in SDG&E’s service territory during the 2017 time period.
SDG&E Response 2:
SDG&E objects to this request under Rule 10.1 of the Commission’s Rules of Practice and Procedure on
the grounds that it is overbroad and unduly burdensome, such that the burden, expense and intrusiveness
of this request outweigh the likelihood that the information sought will lead to the discovery of relevant,
admissible evidence, within the scope of the TY 2019 GRC proceeding. Subject to and without waiving
the foregoing objection, SDG&E responds as follows:
The Commission recently examined, in R.14-12-014, new reliability reporting requirements for electric
utilities, as well as requirements for mitigation of reliability problems revealed by new data to be
reported by utilities, in implementing Public Utilities (PU) Code Section 2774.1. Section 2774.1
required, among other things, more detailed information about the frequency and duration of
interruptions in electric service. The new reliability reporting requirements are set forth in D.16-01-008,
and require uniform reporting among electric utilities, using normalized data for more meaningful
comparison and analysis year-over-year and utility by utility.
SDG&E’s Electric System Reliability Annual Report for 2016 (available at
ftp://ftp.cpuc.ca.gov/ElecReliabilityAnnualReports/2016/SDGE_2016_Reliability_Annual_Report.pdf)
provides detailed data and analysis for the preceding 10-year period (2007-2016) as required by D.1601-008, in the Commission-required format as set forth in D.16-01-008. Information on how to interpret
the data provided in the report can be found in the report itself, as well as in D.16-01-008. SDG&E’s
reliability report for 2017 is not yet available, but is expected to be publicly filed with the Commission
on in July of this year, as also required by D.16-01-008.

3. Please reference the pages in the workpapers that support the SAIDI, SAIFI and CAIDI numbers
indicated for the years 2015-2017.
SDG&E Response 3:
This information was not included in the workpapers. See response to Question 1 above.
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Exhibit Reference: SDCAN DR-01
SDG&E Witnesses: Stewart, Marelli and Hrna
1. In response to SDCAN DR1-53, you provided a list of informal complaint data. Please provide a
narrative explanation for the increase from 177 to 273 annual informal complaints filed with
CAB over the three year period.
SDG&E Response 1:
Informal Complaints filed with the CPUC Consumer Affairs Branch from 2015 (177 complaints) to
2017 (273 complaints) increased by 96 complaints. The categories that are tracked vary from year to
year and are categorized by key descriptors used by the customers filing the complaint. Over the subject
time period, there was an observable increase in complaints for the following categories:

dit

Observations about the increase in complaints on these topics include:
Please see Exhibit SDG&E-18, page JDS-22, lines 6-20 as it relates to customer complaints due to
billing delays.
A state-mandated High Usage Charge (HUC) was implemented in November 2017 for residential
customers. This charge applies to customers whose electricity use is more than four times the amount of
their baseline allowance. Once the HUC was implemented, the Company saw an increase in Climate
Zone complaints. Climate Zone is a factor in determining a customer’s baseline allowance.
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Credit complaints include customer dissatisfaction with Company credit determinations on matters
including credit policy adjustments and requests for additional extended payment arrangements.
For two consecutive years, the Fire Mitigation Grant received more applications than available funding.
In 2017, the number of households that could receive grants was increased, which lowered the amount
of the grant provided to each qualifying customer. As a result, customers who received a grant in 2016
complained about the amount they received in 2017.
High Bill Complaints - From 2015 to 2017 the Company implemented several rate-related changes,
including but not limited to, reducing tiered rates from 4 to 2 tiers, changing the residential TOU offpeak period from 4pm to 9pm (previously 11am to 6pm for TOU customers), and implementing an
HUC charge. These Commission-approved changes caused increases in some customer’s bills.
Net Energy Metering (NEM) complaints include contested consumption, timing of account set-up, rates
and requests for payment arrangements.
Outages - When a Red Flag Warning is issued by the National Weather Service, the Company may take
steps to mitigate risks in order to protect public safety. If conditions threaten public safety and/or the
integrity of our system, SDG&E may de-energize power in high fire risk areas until conditions improve.
We de-energized the power several times in December of 2017, due to a number of factors including
unusually high temperatures, extremely low humidity, strong Santa Ana winds and the U.S. Forest
Service’s Santa Ana Threat Index that was rated as extreme.
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*Note: SDCAN did not include these confidential attachments to its testimony but may do so during
cross-examination.

60

61

62

63

64

65

66

36.
Please provide a detailed staffing breakdown (org chart) of all employees who work for or
provide services under the auspices of SDG&E’s Regional Public Affairs. This detailed breakdown
should include a job description for each of the employees in this division.
Title
Regional Public
Affairs Manager

Public Affairs
Manager/Workforce
Readiness Manager

Public Affairs
Specialist

Administrative
Associate

Description of Duties
Manages the public information and education
function in an operating region. Directs regional
planning that prioritizes and integrates public
policy, education, community involvement,
communications, and environmental plans to
maximize available resources. Manages the
public affairs activities to assist construction and
operations activities to minimize government
intervention and expense to customers. Manage
operation issues, such as trench cut fees, storm
water, street resurfacing, and traffic controls.
Manages local government compliance with current
Franchise Licenses to ensure efficient operations and
lowest costs to ratepayers. Provides energy
efficiency program updates, program informational
briefs, safety and emergency briefs, gas and electric
tariff updates and public policy communications
affecting customers including underserved
communities.
Monitors the development of ordinances and
regulations likely to impact company operations
in SD City, SD County and regional
governmental agencies. Analyzes local
ordinances and identifies impacts to ratepayers.
Provides information on company operations
and the use of natural gas, electricity and related
products. Responds to customer inquiries and
issues.
Provides administrative, scheduling and other
support to the Public Affairs and Major Projects
team.
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Number of
Employees
1

5

1

.5

Compared to 2018 response:
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APPENDIX C
Email Correspondance with SDG&E
Michael

5/
1/
18

to RateSupport
Attached please find a spread sheet that indicates that as a result of the EV-TOU billing rate,
my average electric rate increased by over 20% during my one-year on this rate plan. I repeat
my request that at the final billing true-up that will be performed this month by SDG&E, that I
be presented with a shadow bill that reflects that my bills would have looked like had I stayed
on the previous rate. I will not only want the option of taking advantage of this bill protection
but I also formally request that I be removed from the EV-TOU rate, as it has resulted in higher
bills despite our best (and successful) efforts to migrate our consumption to off-peak and
super-off-peak hours. Thank you for your prompt attention to these two requests.
RateSupport

5/
1/
18

to Michael

Dear Customer,
Thank you for contacting the SDG&E Rate Support Team. This email was automatically generated
to inform you that we have received your request. Our team will review and process your request
as soon as possible . A representative will provide a confirmation email once your request has
been processed.
Sincerely,
The Rate Support Team
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Michael

10/
26/
17

to RateSupport
Thank you. Because I did not receive any notification that this rate went into effect until the end
of the summer period, I was unable to get the full benefit of the off-peak rates. In fact, it would
appear my monthly bills were significantly larger than they've been historically. Accordingly,
please know that I'll want to take advantage of the "shadow billing" bill protection when this
billing cycle is completed in May 2018. This request is pursuant to PUC Code Section 745
(c)(4) which states: a residential customer shall not be subject to a default time-of-use rate
schedule unless that residential customer has been provided with not less than one year of
interval usage data from an advanced meter and associated customer education and, following
the passage of this period, is provided with no less than one year of bill protection during which
the total amount paid by the residential customer for electric service shall not exceed the amount
that would have been payable by the residential customer under that customer s previous rate
schedule."

Please make a notation on my account for this true-up at the end of the annual billing
cycle. Thank you.

Michael

RateSupport <RS-RateSupport@semprautilities.com>

10/
26/
17

to Michael

Dear Customer,
Thank you for contacting the SDG&E Rate Support Team. This email was automatically generated
to inform you that we have received your request. Our team will review and process your request
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as soon as possible . A representative will provide a confirmation email once your request has
been processed.
Sincerely,
The Rate Support Team

Michael

10/
16/
17

to RS-Ratesupport
Hello I wrote to you three weeks ago and did not hear back from you. However, I believe I was able to
determine that the EVTOU rate began back in May 2017. Please confirm this and send me details
of the new rate that has been applied to my account. My bill has almost tripled since May and I
suspect it is because of this new rate schedule.
Michael
RateSupport <RS-RateSupport@semprautilities.com>

10/
16/
17

to Michael

Dear Customer,
Thank you for contacting the SDG&E Rate Support Team. This email was automatically generated
to inform you that we have received your request. Our team will review and process your request
as soon as possible . A representative will provide a confirmation email once your request has
been processed.
Sincerely,
The Rate Support Team
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Michael

9/2
6/1
7

to RS-Ratesupport
I continue to await notice that my EV rate has been commenced. I applied in May and have heard
nothing subsequent.
Michael
RateSupport <RS-RateSupport@semprautilities.com>

9/2
6/1
7

to Michael

Dear Customer,
Thank you for contacting the SDG&E Rate Support Team. This email was automatically generated
to inform you that we have received your request. Our team will review and process your request
as soon as possible . A representative will provide a confirmation email once your request has
been processed.
Sincerely,
The Rate Support Team
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