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1. Introduction

Pursuant to the December 15, 2006 Assigned Administrative Law Judge ruling (the
Ruling),' San Diego Gas & Electric Company (SDG&E) provides the following analysis of a
partial advanced metering infrastructure (AMI) deployment scenario in which only SDG&E’s
C&I customers and residential customers in climate Zone 3 would receive new AMI
equipment. The analysis utilizes the demand response assumptions and analysis time frame
the Ruling mandates. The Ruling also provides SDG&E with the opportunity to present a
targeted roll-out option that the company believes would be cost effective. SDG&E provides
this alternative option in Sections II and IV below.

SDG&E appreciates the opportunity to augment the existing record by providing a
clear analysis of partial AMI deployment. We trust that this additional evidence will allow

the Commission to render a final decision on SDG&E’s AMI application that 1) achieves a

! Administrative Law Judge’s Ruling Reopening the Record and Requesting Further Information Regarding San
Diego Gas & Electric Company’s Advanced Metering Infrastructure Proposal, dated December 15, 2006.



positive outcome for SDG&E customers, and, 2) increases the customers’ ability to respond to
market conditions and deliver much needed demand response capacity and energy savings.
SDG&E submits the following herein:
Section II — Table 1 — Comparative Business Case Analysis
Table 2 — Comparative Rate Impact Analysis
Graph 1 — Electric System Average Rate Impacts
Graph 2 - Gas System Average Rate Impacts
Section IIT — ALJ Ruling Partial Deployment Scenario Analysis
Section IV — SDG&E’s Alternative Deployment Analysis
Section V — Rate Impact Analysis of Full and Partial Deployment Scenarios
Section VI - Cost and Benefit Scaling Assumptions

Table 3 — Summary of Fixed Costs & Benefits by Category in Partial
Deployment Scenario

Table 4 - AMI Information Technology System Components Scalability
in Partial Deployment Scenario

Attachments
A: Scaling factors for all costs and benefits
B: Demand response assumptions

C: Climate Zone Map

SDG&E has provided the Energy Division, via overnight Federal Express mail, an
electronic copy of the confidential models that support the above analyses, under the terms of

Public Utilities Code 583 and General Order 66-C.



II. Comparative Business Case Cost Benefit Analysis

TABLE 1

A.05-03-015 / SDG&E’s Comparative AMI Business Case Results

Partial deployment scenarios and assumptions as ordered in the December 1, 2006 ALJ Ruling

Loaded, Escalated and Discounted 32006

Revenue Requirement — Present Value

(8millions)
Assumptions: 1 2 3 4 5 Notes 6 7
Deployment Scenario Full /As Partial / Full / Per Partial / Full / Per Full Full
Filed Per ALJ ALJ Per ALJ ALJ
Ruling Ruling Ruling Ruling
Avoided Capacity Value (kW Yr) $85 $52 $52 $60 $60 $52 $85
Analysis Period 2007-2038 2007-2026/ 2007-2029 /
34 Years 17 Years 20 Years
Deployment Residential Zones 2,3, &4 3 2,3, &4 3 2,3, &4 2,3, &4
Other IncludesT-24 PCT
impacts and PTR thru
2013, then default
CPP
Terminal Value Rem Net Trailing Trailing Trailing Trailing None None
Book Val Benefits Benefits Benefits Benefits
Costs:
Capital
Electric Meters $210 $96 $171 $96 $171 $175 $175
Gas Meters $2 $1 $2 $1 $2 $2 $2
Gas Modules $86 $37 $69 $37 $69 $71 $71
MDMS $13 $10 $12 $10 s12 | A $12 $12
Other IT System Costs (ex. Head $5 $5 $5 $5 $5 B $5 $5
End Software)
AMI Communication System $25 $21 $21 $21 $21 $23 $23
Capitalized Labor $122 $69 $100 $69 $100 $100 $100
Capital Contingency $44 $17 $21 $17 $21 $26 $26
All Other $22 $15 $19 $15 $19 $21 $21
Total Capital Costs $530 $271 $419 $271 $419 $434 $434
0&M
O&M Contingency $9 $4 $9 $4 $9 C $5 $5
All other O&M Costs $203 $131 $155 $131 $155 $169 $169
Total OXM Costs $212 $135 $164 $135 $164 $174 $174
Total Costs $741 $406 $583 $406 $583 $608 $608
Benefits:
Operational
O&M Operational Benefits $304 $105 $211 $105 $211 $240 $240
Capital Operational Benefits $57 $31 $46 $31 $46 $52 $52
Theft, OBR, Meter Calibration $69 $24 $49 $24 $49 $55 $55
Transmission Deferral $11 $8 $13 $8 $13 $12 $12
Demand Response
Information Feedback $0 $19 $19 $19 $19 D $19 $19
Avoided Capacity & Energy
Residential $123 $26 $40 $29 $45 $80 $126
Title 24 PCTs -residential $0 $0 $0 $0 $0 L $16 $25
C&I, <20kW $14 $7 $7 $8 $8 | FK $7 $11
C&I, 20-200kW $63 $30 $30 $35 $35 | GXK $30 $49
C&I, > 200kW $62 $31 $31 $36 $36 | HK $36 $58
Other
Avoided DRP $98 $40 $40 $40 $40 I $81 $81
Residual Book Value $10 J
Terminal value, net O&M benefits $8 $16 $8 $16 $0 $0
Terminal value, DR benefits $7 $6 $8 $7 $0 $0
Total Benefits $801 $336 $508 $351 $524 $626 $725
Net benefits (costs) $60 ($70) (875) (855) ($59) $18 $117

Notes and Comments:

Full implementation costs




B | AILIT system costs are listed in Table 4 below and an estimate of the appropriate scaleable
factor. The IT infrastructure is not scalable, except for the data storage system which can be
scaled by the number of meters deployed.

C | Assumed $583.5 million for total costs, before adjusting for the limited residential roll-out
(equaling DRA’s 17-year cost estimate of $607 million minus a $23.5 million adjustment for
risk-sharing).

D | DRA testimony of Ted Geilen, page 10-1

E | PTR Rate - Assumes residential demand response benefits as proposed by DRA, at a 50%
participation level.

F | Assumes a participation rate of 33% per SDG&E’s proposal.

G | Assumes a participation rate of 100% per SDG&E’s proposal.

H | Assumes a participation rate of 100% per SDG&E’s proposal.

I | Reduced per DRA’s Table 5-2

J | All costs are shown net of book value. As a result, residual book value benefits are shown for
informational purposes only; they are not included in total benefits (only applicable to
scenario 1).

K | DR benefits for SDG&E Dec. '06 Scenarios are preliminary and subject to check. DR
benefits for $52/kW-yr. case extrapolated from $60/kKW-yr. results.

L | Assumes expected adoption of Title 24 standards that would require PCTs in all new

residential construction and remodels beginning in 2008.

/!

/!
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Comparative Rate Impact Analysis

TABLE 2

1

2

3

4

5

6

7

Full /As Filed Partial / Per Full / Per ALJ Partial / Per Full / Per Full Full
ALJ Ruling Ruling ALJ Ruling ALJ Ruling
Year $85kW-Year | $52kW-Year | $52kW-Year | $60kW-Year | $60kW-Year | $52kW-Year | $85kW-Year
ELECTRIC -- SAR Impact, RR Plus Other Benefits ($ per kWh)
2007 ($0.00030) ($0.00029) ($0.00043) ($0.00029) ($0.00043) ($0.00032) ($0.00032)
2008 $0.00112 $0.00074 $0.00085 $0.00074 $0.00085 $0.00104 $0.00104
2009 $0.00110 $0.00082 $0.00110 $0.00077 $0.00104 $0.00119 $0.00097
2010 $0.00127 $0.00103 $0.00147 $0.00097 $0.00140 $0.00148 $0.00116
2011 $0.00049 $0.00068 $0.00118 $0.00059 $0.00108 $0.00087 $0.00044
2012 $0.00007 $0.00042 $0.00082 $0.00034 $0.00072 $0.00047 $0.00001
2013 ($0.00051) ($0.00001) $0.00027 ($0.00010) $0.00017 ($0.00036) ($0.00101)
2014 ($0.00091) ($0.00026) ($0.00011) ($0.00035) ($0.00022) ($0.00076) ($0.00142)
2015 ($0.00111) ($0.00036) ($0.00030) ($0.00045) ($0.00040) ($0.00097) ($0.00164)
2016 ($0.00134) ($0.00047) ($0.00052) ($0.00056) ($0.00062) ($0.00120) ($0.00188)
2017 ($0.00142) ($0.00049) ($0.00057) ($0.00058) ($0.00068) ($0.00128) ($0.00197)
2018 ($0.00146) ($0.00048) ($0.00060) ($0.00057) ($0.00071) ($0.00133) ($0.00203)
2019 ($0.00136) ($0.00039) ($0.00048) ($0.00048) ($0.00059) ($0.00123) ($0.00194)
2020 ($0.00126) ($0.00030) ($0.00037) ($0.00039) ($0.00048) ($0.00114) ($0.00186)
2021 ($0.00147) ($0.00041) ($0.00056) ($0.00051) ($0.00067) ($0.00136) ($0.00209)
2022 ($0.00159) ($0.00046) ($0.00067) ($0.00055) ($0.00077) ($0.00148) ($0.00222)
2023 ($0.00184) ($0.00058) ($0.00091) ($0.00068) ($0.00102) ($0.00177) ($0.00251)
2024 ($0.00217) ($0.00074) ($0.00125) ($0.00084) ($0.00136) ($0.00211) ($0.00285)
2025 ($0.00198) ($0.00089) ($0.00154) ($0.00099) ($0.00165) ($0.00242) ($0.00316)
2026 ($0.00158) ($0.00086) ($0.00152) ($0.00096) ($0.00163) ($0.00241) ($0.00316)
2027 ($0.00124) ($0.00250) ($0.00325)
2028 ($0.00133) ($0.00224) ($0.00282)
2029 ($0.00148) ($0.00180) ($0.00209)
2030 ($0.00161)
2031 ($0.00174)
2032 ($0.00186)
2033 ($0.00204)
2034 ($0.00213)
2035 ($0.00219)
2036 ($0.00228)
2037 ($0.00239)
2038 ($0.00252)
GAS -- SAR Impact, RR Plus Other Benefits ($ per Therm)

2007 ($0.00055) ($0.00066) ($0.00135) ($0.00066) ($0.00135) ($0.00075) ($0.00075)
2008 $0.01017 $0.00696 $0.00840 $0.00696 $0.00840 $0.00944 $0.00944
2009 $0.01741 $0.01231 $0.01497 $0.01231 $0.01497 $0.01633 $0.01633
2010 $0.02002 $0.01420 $0.01744 $0.01420 $0.01744 $0.01873 $0.01873
2011 $0.01667 $0.01316 $0.01596 $0.01316 $0.01596 $0.01573 $0.01573
2012 $0.01419 $0.01130 $0.01364 $0.01130 $0.01364 $0.01342 $0.01342
2013 $0.01066 $0.00863 $0.01013 $0.00863 $0.01013 $0.01007 $0.01007
2014 $0.00919 $0.00750 $0.00867 $0.00750 $0.00867 $0.00863 $0.00863
2015 $0.00785 $0.00672 $0.00736 $0.00672 $0.00736 $0.00734 $0.00734
2016 $0.00713 $0.00644 $0.00666 $0.00644 $0.00666 $0.00666 $0.00666
2017 $0.00643 $0.00622 $0.00598 $0.00622 $0.00598 $0.00599 $0.00599
2018 $0.00581 $0.00610 $0.00538 $0.00610 $0.00538 $0.00541 $0.00541
2019 $0.00531 $0.00609 $0.00490 $0.00609 $0.00490 $0.00493 $0.00493
2020 $0.00493 $0.00612 $0.00453 $0.00612 $0.00453 $0.00458 $0.00458
2021 $0.00326 $0.00498 $0.00288 $0.00498 $0.00288 $0.00294 $0.00294
2022 $0.00253 $0.00472 $0.00217 $0.00472 $0.00217 $0.00224 $0.00224
2023 $0.00081 $0.00389 $0.00052 $0.00389 $0.00052 $0.00014 $0.00014
2024 ($0.00141) $0.00270 ($0.00196) $0.00270 ($0.00196) ($0.00220) ($0.00220)
2025 $0.00036 $0.00163 ($0.00417) $0.00163 ($0.00417) ($0.00444) ($0.00444)
2026 $0.00367 $0.00192 ($0.00406) $0.00192 ($0.00406) ($0.00420) ($0.00420)
2027 $0.00572 ($0.00491) ($0.00491)
2028 $0.00458 ($0.00529) ($0.00529)
2029 $0.00283 ($0.00585) ($0.00585)
2030 $0.00166
2031 $0.00061
2032 ($0.00024)
2033 ($0.00174)
2034 ($0.00251)
2035 ($0.00268)
2036 ($0.00326)
2037 ($0.00422)
2038 ($0.00585)
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I11. ALJ Ruling Partial Deployment Scenario Analysis

SDG&E completed a set of alternative AMI deployment scenarios utilizing the
Ruling’s demand response assumptions and term of analysis. Specifically, the Ruling
directed SDG&E to complete an AMI case analysis using the following assumptions:

e Assume a 17 year analytical period as proposed by the Division of Ratepayer
Advocates (DRA) without replacement expenses for the business case with the
analysis ending in 2026

e Assume $583.5 million for total costs, before adjusting for limited roll-out.

e Assume residential demand response benefits as proposed by DRA, including a
participation rate of 50% for residential customers in SDG&E’s proposed PTR rate’

e Reduce operational benefits by $14.5 million for Utility Consumer Action Network-
identified out-of-scope benefits.

e Assume DRA’s numbers on benefits of avoided demand response program costs.

e Include $19 million for information systems benefits as proposed by DRA.>

e Net avoided capacity benefits (value of demand response) of $60 and $52 per kW year
on nominal fixed levelized basis

e Reduction of capital and O&M expenses to scalable cost components versus fixed cost
components.

e Partial deployment scenarios with AMI meters and demand response rates for all
Inland climate zone 3 residential customers.

e All commercial and industrial customers (regardless of size) will have AMI meters
and demand response rates.

Table 1 compares the various scenario assumptions and results as directed by the Ruling. The
scalability factors used in the cost and benefit analysis are included in Attachment A.

Specifically,

e Column 1 shows assumptions and results per SDG&E’s filed base case of July 14,

2006 and is identical to the SDG&E column showed in Exhibit 301.

* The Ruling specifically references the participation rate for residential demand response. SDG&E assumes that
the ALJ is using the term “participation” synonymously with SDG&E’s assumption for the “awareness” rate.
The definitional difference between customer participation, awareness and action were well articulated by
Witness Dr. George during cross examination. (TR. Pps 369-370)

3 Exhibit 101, Chapter 10E, pp. 10E-1.



e Column 2 shows assumptions and results per ALJ Ruling partial deployment scenario
with the value of demand response set at $52 per kW year.

e Column 3 shows assumptions and results per ALJ Ruling a full deployment scenario
with the value of demand response set at $52 per kW year.

e Column 4 shows assumptions and results per ALJ Ruling partial deployment scenario
with the value of demand response set at $60 per kW year.

e Column 5 shows assumptions and results per ALJ Ruling full deployment scenario

with the value of demand response set at $60 per kW year.

Partial Deployment Scenario Results

The results of the analysis demonstrate that SDG&E’s AMI business cases are not
cost effective under either partial or full AMI deployment if one applies the Ruling’s
assumptions for the value of demand response ($60 or $52 per kW year), the lower residential
participation rate of 50% and SDG&E’s scalable cost components. The AMI partial
deployment business cases are not viable because “scalability” does not reduce costs
sufficiently to compensate for the lower value of demand response, the lower participation
rate, and the shorter analysis period that does not fully capture the demand response benefit
that continues beyond the analysis period. Both the partial and full deployment scenarios
have continuing, increasing costs from customer growth with new AMI meters added each
year and new meters replacing meter failures during the analysis period. In other words, by
the end of 2026, the Ruling’s analysis period, approximately 56% of meters will have
remaining life, but will show no operational or demand response benefits for their remaining
life. Partial scenarios 2 & 4 show net present value of revenue requirements of negative $75
million and negative $62 million, respectively. Full deployment scenarios 3 & 5 show net

present value of revenue requirements of negative $83 million and $68 million, respectively.



IVv. SDG&E’s Alternative Scenario Assumptions

Pursuant to the Ruling, SDG&E completed two alternative scenarios in columns 6 and
7 that incorporate the following assumptions:

e Full deployment with the value of demand response ranging from a low of $52 and
high of $85 per kW year on nominal fixed levelized basis.

e Transition to a default CPP rate (or equivalent demand response rate) for residential
customers after the end of AB1X rate cap constraints in 2013 (as presented in the June
16, 2006 Supplemental Testimony submitted SDG&E in response to the ALJ Ruling
of May 19, 2006).

e 20 year business case analysis period for meters installed in the initial 2008-2010
deployment period.

e Declining pro-rata benefits per for 20 year analysis period beginning in 2027 through
the end 2029 (similar to the methodology accepted in PG&E’s AMI case). No
additional benefits or costs continue after 2029 even though 24% of the meters have
remaining life.

e Implementation of proposed Title 24 provisions requiring all new construction and
remodels to have programmable communicating thermostats (PCTs) central air
conditioned buildings.*

e Implementation of the peak time rebate (PTR) rate for residential customers prior to

the end of AB1X with awareness rates during any single PTR event of 50%.
Positive Business Case for SDG&E’s Alternative Scenarios

Using a similar analysis term and “end of life” methodology as adopted in Pacific Gas
and Electric Company’s (PG&E’s) AMI business case, full deployment scenarios show a
positive business case ( see Table 1, Columns 6 & 7 showing a positive $18million and $117
million), when analyzed using a $52 to $85 per kW year range for the value of demand

response, a 20 year analysis period (ending in 2029), and incorporating additional demand

* Need specific cite and language from proposed Title 24 section regarding PCTs.

10



response benefits that appear to be more certain in light of recent Commission statements. In
other words, utilizing the assumptions shown above, results in a positive business case with
significant headroom.
Hard to Quantify Benefits

Another area of overlooked value that further supports either deployment scenario is
the “hard to quantify and intangible benefits” not included in any of the analyses presented
here. ALJ Gamson questioned the existence and “quantifiability” of these benefits during
hearings.” SDG&E provided a listing of these benefits in its Opening Brief® and subsequently

has determined a cumulative value range of $90 - $387 million for these benefits.

V. Rate Impact Analysis of Full and Partial Deplovment Scenarios

Table 2 shows the estimated average system impacts for electric ($ per kWh) and gas
($ per therm) rates. Rate impacts from Scenarios 2-5 reflect the 17 year analysis (final year
being 2026) for partial and full deployment alternatives with a $52 per kW year and $60 per
kW year assumption for the value of avoided capacity. Graph 1 indicates the small
differences in terms of rate impacts up through 2021. Beginning in 2022, the rate impacts
begin to diverge between the full and partial deployment alternatives for Scenarios 2-5.
Specifically, Scenarios 2-5 show that customers begin to accrue much greater benefits
(decrease in rates) under a full deployment versus partial deployment given the Ruling’s
assumptions, beginning in 2022. Scenario 1 shows SDG&E’s July 14, 2006 filed case and

Scenarios 6 and 7 show SDG&E’s alternative full deployment cases (20 year analysis) that

> Transcript p.59,lines 8-24.

6 Opening Brief, pages 51-53: 1) Implementation of time differentiated rates (TDR) rates. 2) Improved Public
Safety.3) Improved Customer Service and Satisfaction. 4) Environmental benefits. 5) Optimize deployment
sequence.6) Information Feedback. 7) Enabling Technologies Advancements/Developments. 8) Smart Grid
benefits. 9) Reading Water meters.

11



brackets the value of demand response between the low of $52 per kW year and a high of $85
per kW year. Scenarios 6 and 7 show significantly greater rate impact benefits which accrue
much quicker than the scenarios directed by the ALJ’s Ruling. Although SDG&E did not
complete a $60 per kW 20 year analysis scenario, SDG&E’s low and high cases of $52 and
$85 per kW year rate impact results would show a similar curve that would fall between

Scenarios 6 and 7.

VI. Cost and Benefit Scaling Assumptions

The ALJ ruling asked for information regarding the scalability of cost and benefits
relating to the requested partial deployment scenario described in detail above. SDG&E has
analyzed its July 14™ amended application and identified each “cost and benefits” item as
fixed (not scaleable) or variable (scaleable). In its analysis, SDG&E used the scaling
assumptions specified in the ALJ ruling.” However, certain cost and benefits could not be
scaled proportional to the number of meters being deployed in the requested partial
deployment scenario. In addition to the MDMS costs and benefits that are scaled at 100% of
the July 14™ costs, several other broad categories of costs and benefits were not scaled by the
percent of electric meters deployed.

A considerable portion of AMI cost and benefits are fixed, i.e. not scaleable by
number of meters deployed. Table 3 summarizes the portion of costs and benefits that are
fixed. This table is based on total direct dollars from 2007 to 2029 (excluding overhead
loading, cost escalation and before revenue requirements) associated with the Ruling’s

requested Partial Deployment scenario. A large portion of the IT, Communication, and

7 The ruling requested that SDG&E “Reduce total AMI system costs by 50%, unless certain components are not
scaleable at 50% level.”

12



Capitalized Labor is not scaleable in the Ruling’s partial scenario. The explanation for many
of these fixed costs are included in Table 4 below. A detailed list of each “costs and benefits”
item and the scaling factor applied is included in Attachment A.

TABLE 3
Summary of Fixed Costs & Benefits by Category

A.05-03-015 / SDG&E’s Comparative AMI Business Case
Results

Non Scaleable Costs and Benefits of Partial Deployment*

Costs: % Fixed
(Not Scaleable)
Capital
Electric Meters 24%
Gas Meters 0%
Gas Modules 26%
MDMS 20%
Other IT System Costs (including Head End Software) 100%
AMI Communication System 76%
Capitalized Labor 53%
Capital Contingency** 100%
All Other 6%
0&M
O&M Contingency** 100%
All other O&M Costs 49%
Benefits:
O&M Operational Benefits 27%
Capital Operational Benefits 22%
Theft, OBR, Meter Calibration 0%
Transmission Deferral 0%

*Based on ALJ Requested Partial Deployment: Total Direct Dollars from
2007 to 2029 (excluding overhead loading, cost escalation and before revenue
requirements).

**Risk contingency is scalable as a factor of total costs rather that the number
of meters.

/l

/l

/l
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TABLE 4

AMI Information Technology System Components Scalability
in Partial Deployment Scenario

IT Component Name

| %

Explanation

COSTS

IT Infrastructure Costs

75

On average the infrastructure impact with a partial
deployment will not be significant. Infrastructure
necessary to support AMI, but not directly related to the
number of meters deployed, will have a small reduction in
infrastructure cost (i.e. security, enterprise messaging
framework, etc). Infrastructure directly correlated to the
number of meters deployed, such as storage, will see a
more significant reduction. A partial deployment will not
see a 50% reduction in infrastructure cost; a baseline of
infrastructure is still necessary to satisfy business
requirements (i.e. redundant hardware for disaster
recovery).

Enhance legacy systems and integrate with
MDMS

100

Systems integration costs will not be affected. The same
business processes and integrations will still be required
regardless of the number of meters deployed.

Base MDMS Installation without
Customization

100

MDMS base installation costs will not be affected. The
product deployed in either a partial or full deployment
scenario is the same and the base installation of the product
does not change.

License and O&M Software Fees

80

Infrastructure software license and O&M fees will be
reduced but not to 50%. See explanation above for IT
infrastructure cost reduction.

Server Replacements

75

Server replacement cost is directly correlated to the initial
infrastructure implementation. Same percentage reduction.

Implement new MDMS

100

MDMS implementation costs will not be affected. MDMS
will still need to be configured and customized to support
the same business functionality.

License Fees for MDMS

60

MDMS software license is based on the number of AMI
meters deployed. The price may not be reduced to 50% as
a result of less volume. There may also be less attractive
discounting provided by the vendor.

License and O&M Software Fees

60

MDMS maintenance fee is directly correlated to the
MDMS software license costs. Same percentage reduction.

Incremental IT Infrastructure O&M FTEs

80

IT Infrastructure O&M FTE counts will decrease with the
decrease in infrastructure implemented. Fewer
infrastructure equipment to maintain and monitor. See
explanation above for IT infrastructure cost reduction.

IT Infrastructure training and other expenses

80

IT Infrastructure training and expense costs will be reduced

14




to account for fewer FTE’s on the project. See explanation
above for IT infrastructure cost reduction.

Incremental Non-IT Infrastructure O&M FTEs | 100 | Non-IT Infrastructure O&M FTE counts will not be
affected. Same functionality being implemented and will
require the same number of resources to maintain.

Non-IT Infrastructure training and other 100 | Non-IT Infrastructure training and other expenses to

expenses remain the same as the system implementation and
integration will not be affected. Hence, same number of
resources will be required to be trained for those systems.

BENEFITS

MV90 dollars moved from teeter (05-06) 100 | MV90 benefits will not be affected because the plan is to
still retire the MV90 system and convert those meters to
AMI meters supported through MDMS.

Route Stringing Software Capital 0

Route Stringing Software Capital - Hardware 0

VI Conclusion

The Commission must decide whether SDG&E’s assumptions cited herein are

reasonable, justified by the evidentiary record, and support the public policy direction dictated

by the State. Consider the following:

e The Energy Action Plan and Energy Action Plan II are clear. The EAP’s “loading

order” clearly puts a high value on demand response, and therefore, dynamic rates

(time differentiated rates) for all customer segments is the goal of the State.

e The accepted methodology for determining the value of demand response has yet to be

developed, but the values cannot be so absurdly low as to reduce the value demand

response and, therefore, all but effectively eliminate demand response as one of the

first tools to balance energy demand and supply resources.

e The reasonable time frame for ending the AB1X residential rate cap.

e The Statewide Pricing Pilot (SPP) has established demand elasticities for residential

customers and can distinguish the elasticities for customers with and without PCTs.

e The “participation” rate has also been vetted and researched during the SPP program,

including extensive documentation and analysis by Momentum Intelligence.
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e The Commission’s decision on PG&E’s AMI proposal has established a broad context
for the business case analysis, including a reasonable term or length for the analysis
period, end of life calculation, participation rates for a residential voluntary CPP

program, and scalability of specific costs components.

As the analysis above clearly demonstrates, partial deployment of AMI would be bad for
SDG&E and worse for its customers. The same is true for a “staggered” deployment scenario
whereby SDG&E would install meters for certain customers’ first and complete system-wide
deployment if and when the Commission grants further authorization. In the event the
Commission decided against full deployment, SDG&E would be forced to manage a
permanent disparity in customer service and the attendant customer backlash.

SDG&E is ready, willing and eager to begin full AMI deployment. However, the
foregoing analysis demonstrates why SDG&E has no interest in deploying AMI to a subset of
its residential customers. As can be seen in the tables above, partial residential deployment is
neither cost effective nor equitable to customers and would frustrate SDG&E’s desire to move
towards a smarter electric system.

Respectfully submitted,

/s/VICKI L. THOMPSON

Vicki L. Thompson

101 Ash Street

San Diego CA 92101
(619) 699-5130

(619) 699-5027 facsimile
vthompson@Sempra.com

Senior Counsel for:
SAN DIEGO GAS & ELECTRIC
COMPANY

January 4, 2007
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Attachment B
Demand Response Assumptions

Residential Demand Response Assumptions
Avoided Analysis Period PTR CPP Participation rate
Capacity price price
Scenariol 85 2006-2038 0.65 | N/A 70%
Scenario2 52 2006-2026 0.50 | N/A 50%
Scenario3 52 2006-2026 0.50 | N/A 50%
Scenario4 60 2006-2026 0.50 | N/A 50%
Scenario5 60 2006-2026 0.50 | N/A 50%
Scenario6 52 2006-2029 0.50 0.80 | PTR-50% CPP-80%
Scenario 6 52 2006-2029 0.50 0.80 | 56% of new customers
(PCT's)
Scenario? 85 2006-2029 0.50 0.80 | PTR-50% CPP-80%
Scenario 7 85 2006-2029 0.50 0.80 | 56% of new customers
(PCT's)
Commercial Demand Response Assumptions
Avoided Capacity | Analysis PTR/CPP price Participation rate
Period
Scenariol 85| 2006-2038 | PTR-.65 CPP - .90 Small C&I -33%
Med and Large C&I 100%
Scenario2 52| 2006-2026 | PTR-.65 CPP-.90 same as above
Scenario3 52| 2006-2026 | PTR-.65 CPP - .90 same as above
Scenario4 60 | 2006-2026 | PTR-.65 CPP-.90 same as above
Scenario5 60 | 2006-2026 | PTR-.65 CPP-.90 same as above
Scenario6 52| 2006-2029 | PTR-.65 CPP -.90 same as above
Scenario? 85| 2006-2029 | PTR-.65 CPP - .90 same as above
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CERTIFICATE OF SERVICE

I hereby certify that pursuant to Commission’s Rules of Practice and Procedure, I have
this day served a true and correct copy of RESPONSE OF SAN DIEGO GAS &
ELECTRIC COMPANY TO THE RULING OF ADMINISTRATIVE LAW
JUDGE GAMSON to each party of record on the service list in A.05-03-015 via
electronic mail. Those parties without an email address were served by placing copies in
properly addressed and sealed envelopes and depositing such envelopes in the United
States Mail with first-class postage prepaid.

Executed this 4th day of January, 2007 at San Diego, California

/S/ LISA FUCCI-ORTIZ

Lisa Fucci-Ortiz





