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SAN FRANCI SCO, CALI FORNIA -- JUNE 8, 2004 -- 9:03 A M

ADM NI STRATI VE LAW JUDGE MALCOLM Good nor ni ng.
We' || please come to order.

M. Reiger has nore questions for M. Bell.
ANDREW BELL
resumed the stand and testified further as follows:
MR. RElI GER: Thank you, your Honor.
CROSS- EXAM NATI ON r esunmed
BY MR. REI GER:

Q Good norning.

A Good norning.

Q I1'd like to ask you a question about | oad
profiles. And it's a sinmple question, but it's a |ong
setup, so hopefully we can wal k through it.

My question is, wouldn't an individual
rat epayer in a CCA be nore likely to pay a CRS that is
close to their individual |oad shape if that CRS --
excuse me, did | say pay CCA -- | meant, pay a CRS that
is close to their individual |oad shape if that CRS is
based on a sanple popul ation that shares
t he geographical and climte characteristics of
t he individual CCA-paying custonmer as opposed to paying
a CRS that is based on a load profile that takes its
shape from a sample of the whole systemwi de average?

Did you get that?

A I'msorry. You're going to need to break that

up.
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Q Okay. Certainly.

There's two | oad profiles in this theoretical
situation: one is a systemwi de | oad profile and the
other | oad profile is a CCA-specific |load profile. An
i ndi vidual customer is a customer of that CCA. They're
paying a CRS. Wuldn't that CRS be nore accurate to
their individual |oad usage if that CRS is based on
the CCA | oad profile as opposed to the systemw de | oad
profile because the CCA |oad profile is based on a
sanpl i ng popul ati on that shares nore characteristics
with the individual customer?

A | don't agree. | think it could really go
ei ther way.

Q Could you explain why?

A Surely.

You could certainly have a customer within a
nonaverage CCA district that had a nonaverage | oad
profile. You could certainly have a customer within
t hat CCA who matched that hypothetical system average
| oad. So it could be, for that hypothetical custoner,
that the system average | oad profile matched that
customer's | oad exactly while it was different than --
it mght be average -- you can have a customer who could
be average for the system And if they were average for
the system under the hypothesis you have given me, they
clearly would not be average for that CCA zone. And so
under that hypothetical, you would actually have a

system average CRS be nmore accurate than a CCA-specific
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CRS.

Q Your answer dealt with a nonaverage customer.
Was that correct?

A | mean, every customer is going to be not
average in some sense or another.

Q |If you take the CCA | oad profile, and let's
say it looks |like a standard bell curve with your nmean
and a standard deviation on one side, isn't an
i ndi vidual -- any individual customer within that CCA
likely to fall close to the mean?

A Wll, if it's a bell curve, there's going to
be people far away from the mean on either side.

ALJ MALCOLM Are you tal king about probabilities
here?

MR. REI GER: Correct.

Q Are you famliar with the term standard
devi ation?

A Yes, | am

Q Wuld you explain it for me.

A Standard deviation is a measure of the average
di spersion of a sanple popul ati on about the mean. For
example, you -- if you describe a population of nmen in
San Franci sco who have an average height of 5 feet
10 inches, if the standard deviation of that popul ation
is 2 inches, that means that approximtely two-thirds of
the people will be between 5-foot 8 and 6 feet tall.

Q So instead of --

ALJ MALCOLM Good expl anati on.
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(Laughter)

MR. REI GER: Q Instead of talking --

ALJ MALCOLM | think.

MR. REI GER: Q -- the size of men in
San Francisco, we were to talk about the size of |oad
profiles of customers, energy customers in
San Francisco, would not the majority of them fal
within one standard deviation of the mean or average
| oad profile?

A By the definition of a standard devi ation,
yes. But that assumes that a |load profile can be
paramati zed, if you will, described by a single
variable. And | take it that a |load profile is nore
conmplicated than that.

| was here yesterday when M. Rubin was
tal king about the |oad shape in San Francisco that m ght
have flatter peaks throughout the year but | arger
shoul der | oads. That's an exanmple where you really
can't just use one variable to describe a |oad profile.

MR. REI GER: No further questions, your Honor.

ALJ MALCOLM Thank you M. Reiger.

M. Cono.
CROSS- EXAM NATI ON
BY MR. COMO:

Q Hello, M. Bell.

A Good norning.

Q Actually, I wanted to followup on

M. Reiger's question without getting into a detailed
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di scussion of statistics.

If the standard deviation -- does the standard
devi ati on change with the shape of the load profile, if
you assunme a normal distribution?

A | don't know what you mean a nor mal
di stribution of.

When | spoke about the height of men in
San Francisco, that's a single variable: how tal
sonmebody is. It doesn't say how fat they are. | t
doesn't say how expensive their suits are. It's just
one vari abl e.

A load profile is essentially a picture of
| oad through 8760 hours of the year and it can't be
described with a single variable. So talking about a
standard devi ati on becomes much nore difficult.

Q Well, actually, I'"mgetting to -- his
hypot hetical was very sinmple. And your answer,
| believe, said that the shoulders -- the height of
the shoulders will affect the percentage of let's say
men that are less than 6 feet tall or over six feet tal
that fall within one standard devi ation, the percentage.

And | would ask you if that's true or not.

A | don't think that the height of my shoul ders
has anything to do with how tall | am
What |'m saying is that if you are going to
descri be a population -- in this exanple, a |load profile

which is the whole |oad curve through the whole year --

| don't know of a single number that can adequately
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descri be that | oad profile.

Q | don't want to bel abor the point, but | think
it's inportant to distinguish what M. Reiger's talking
about in terms of his hypothetical.

Let's assume that the |load profile is a bell
curve. WII| you assune that? Wuld you agree that a

bell curve is a normal distribution?

A It's a normal distribution of some underlining
vari able; a single variable, |ike height. So if you
tal k about the |l oad profile, I don't know what vari able

you're tal king about as being normally distributed.

Q I'mjust talking about statistics; a bel
curve. " m asking you to tell me whether you believe
that a bell curve represents a normal distribution.

A A bell curve represents a normal distribution,
that's correct.

Q And --

A But it's a normal distribution of some
vari able, and | haven't had sonebody explain to ne, when
you are tal king about | oad shapes, what the variable
that you're tal king about is.

Q | understand. But |I'm just tal king about a
bell curve at this point.

A Okay.

Q And based on your statement to M. Reiger, one
standard deviation of a bell curve represents about
two-thirds of the popul ation under that curve?

A Pl us or mnus, that's correct.
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Q Plus or mnus.

If the shoulders were higher on this bell
curve, would that not, in fact, be an even distribution
on both sides of that bell curve?

A  Well, if you are tal king about a probability
di stribution of a random vari able, what the w der
shoul ders woul d represent would be a population with
a |l arger standard deviation. If you had a group, a tal
men's club with everybody being between 6 feet 2 and
6 foot 4, you m ght have a very narrow standard
devi ation, and in an ordinary popul ation, you m ght have
a broader -- a broader distribution of heights. So in
t hat case, the standard devi ati on would be | arger.

But that's a different concept than what
M. Rubin was tal king about yesterday, where he talked
about both peak | oad and the |oad shape off the peak.
And we used the same word there: shoul ders.

But in the case of a |oad curve where you're
tal ki ng about higher | oads during the shoul der period,
often when people are trying to talk about | oad
profiles, you'll see that sinmplifies your discussion of
| oad factor, which is the ratio of total energy, total
energy during the period to the peak | oad.

And what M. Rubin tal ked about yesterday is
how you could have two customers with the sane | oad
factor but one could have a much broader | oad shape than
the other did, just depending on how the peak is

distributed. That's why a |load profile -- why I'm
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trying to explain that a |load profile, | can't
characterize with a single variable.

Q In terms of the broader shoul ders, you agree
t hat what that affects is the size of the standard
devi ation?

A That's -- in a normal distribution curve, yes.

Q And it still enconpasses two-thirds of
the customers?

A We were tal king about a normal distribution.

Q Let me correct nmyself.

A Were you nmoving from custoners --

Q I'msorry. Let me correct nyself.

It still enconpasses two-thirds of

t he popul ati on, whatever it is measuring, under
the curve?

A Correct. And when you have a nore widely
di spersed popul ation, to capture two-thirds of
t he popul ati on, you may need a broader error bar, so to
speak, or a broader standard devi ation.

Q | wanted to ask you if you believe that
t he CPUC shoul d adopt a uniform CRS rate designed for
all the utilities?

A What |'ve presented is a means for taking
the CRS revenue responsibility based on the Navi gant
runs that are incorporated according to the methodol ogy
that Ms. Burns model ed, and how to reflect that in
rates.

| f Navigant was able to produce a common
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statewide CRS, | could take that and use the methodol ogy

that |I'm sponsoring to design that rate for PG&E's

custonmers. But that's not what |'ve been given. ' ve

been given a PG&E-specific CRS. ]
That is what | have designed rates for.

Q Could you turn to your rebuttal testinmony, the
guesti on and answer to No. 9. | don't have a page
number for that.

A | have that at page 3-4 of ny testinmony.

Q You are saying that the CCSF approach would
require that CCAs to do rate design work; is that
correct?

A Any CCA is going to have to do sone rate
design to decide how much it is going to charge
customers for its power. And it will presumably need to
take the CRS into account when it makes its rate design
deci si ons, yes.

Q But CCSF's approach is to put that CRS in the
commodity component; is that correct?

A As | understood CCSF's testinmny, it was that
Wt ness Barkovich prefers the flat CRS, which is PG&E's
primary reconmmendation, and that to the extent there are
distortions |like those we discussed yesterday in the
existing utility's rates for generation by tier or
across classes, that CCSF would prefer to take on the
burden itself of competing against those prices modeling
essentially reflecting those prices in its comodity

price.
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Q \What kind of rate design work would the CCAs
have to do under that approach?

A If they were going to try to ensure that the
prices they were offering were going to be broadly
conpetitive across all customer classes and usage
| evel s, they would need to nmonitor how utilities' rates
wer e changi ng, how the generation conmponents of
utilities' rates were changing, nonitor how the utility
generation rates conpared to the CRS and essentially
| ook at their pricing on a differential basis presumably
bet ween the utilities' generation rates and the CRS that
is adopted here.

Q You believe the CCAs are incapable of doing
t hat ?

A No, not at all. In fact, your witness has
subm tted testimony saying that she thinks that is an
appropriate activity for that to engage in. And Wtness
Bar kovich is certainly qualified to perform that kind of
wor k. She has done rate design work in California for a
nunber of years.

Q Thank you for that endorsement.

Could I turn to your rebuttal testinmony, page
3-7. This is the question and answer to No. 16. You
di scuss the rate inpacts of PG&E's alternative CRS
proposal .

Am | correct that the exanples you presented
here show that an undercollection fromthe CCA custonmers

amounts to $148,000? That refers to the table.
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A Under the assunmptions that | was working from
as best | could fromthe exanple presented in LGC
W tness Monson's reply testimny, what this table shows
is that the equal percent alternative CRS that | am
sponsoring as an alternative rate design would coll ect
approxi mately $148,000 |ess than the amount, taking
Monson's cost responsibility surcharge rate |evel, would
collect if it was assigned on a uniform basis.

Q That difference of $148,000 is an
undercol l ection that would have to be borne by sonebody,
| assume? |If that is an incorrect assunmption, who would
bear that cost?

A | will note first of all that that
undercol l ection is, under these hypotheses, is alittle
bit less than 2 percent of the total amount assigned to
the cost responsibility surcharge. In my prepared
testimony, my direct testinmony, in Exhibit 12, in
Footnote 5 at the bottom of page 3-5 | stated that PG&E
woul d al so be open to consideration of bal ancing account
mechani sms for undercollections of this type.

This is the kind of undercollection that
Footnote 5 is referring to where there m ght be
di fferences between rates paid by the pool of customers
under the alternative proposal, the specific pool of
customers from a CCA, versus the system average | oad
assunmption.

Certainly we would want to monitor that kind

of anount.
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For $148,000, | don't think that PG&E woul d
probably want to go through litigating a bal anci ng
account recovery for undercollections of that size. It
is something we would want to monitor as inplementation
devel oped and would want to consi der.

Presumably it would need to go back to CCAs to
avoid cost shifting if it exceeded some threshold |evel.

But | was actually quite pleased when | | ooked
at M. Monson's exanple to see that the equal percent
approach and the fixed CRS approach came so very nearly
cl ose to matching.

MR. COMO: That's all | have, your Honor. Thank
you.

ALJ MALCOLM Thank you, M. Cono.

M. Fenn.

MR. FENN: Thank you, your Honor.

CROSS- EXAM NATI ON
BY MR. FENN:

Q M. Comp asked you a question | just wanted to
follow up on, which was a question about whether you
wi Il support a statew de CRS. You answered that PG&E
woul d not support a statewide CRS; is that correct?

A Actually, I think in a long way | answered
that | wasn't prepared to take a position on that.

| really think that would have been a question
more appropriately directed to M. Rubin and Ms. Burns.
That is really outside the scope of ny testinony.

Q Okay. Well, given that the operative | anguage
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in the statute is that cost reasonably attributable to
the CCA custonmer would be borne, do you believe that
cost for peak load requirements of a customer in Palm
Springs or, let's say for hearing, in Pleasanton and the
obligations, the CRS obligations, to provide for those
peak | oads are reasonably attributable to customers in
San Francisco?

MR. BUCHSBAUM Your Honor, | have to ask which
code section again is being referred to.

MR. FENN: Sur e.

ALJ MALCOLM Let's go off the record.

(Off the record)

ALJ MALCOLM Let's go back on the record.

MR. FENN: | am not sure how to proceed. Per haps
you could help nme with how you think I should proceed.

ALJ MALCOLM What's the question?

MR. FENN: | stated question, but it's been
objected to. So now | am not sure where to go with it.

ALJ MALCOLM "' m sorry. Let's go off the record.

(Off the record)

ALJ MALCOLM Back on the record.

MR. FENN: Q Do you believe that the peak | oad
requi rements of a customer in Pleasanton are reasonably
attributable to a customer in San Francisco?

ALJ MALCOLM Let's go off the record a m nute.

(Off the record)
ALJ MALCOLM Back on the record.
MR. FENN: Q PG&E and you have proposed a comon
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CRS | oad profile for all customers within your service
territory, correct?

A That's correct.

Q Wthin PGE' s service territory there are very
di verse weat her zones with diverse |oad profiles,
correct?

A That's also correct.

Q Do you believe that the peak |oad requirenments
of a custonmer in Pleasanton are attributable to a
customer in San Francisco?

A That's a question that goes to ratemaking in
general as it is practiced in California. For as | ong
as | have been doing rates at PG&E, which is nearly 15
years now, and | think an equal anmount of time before
t hat PG&E has not had zoned rates. PG&E and all three
| arge utilities in California have had rates that are
set based on system average costs and system average
| oad shapes.

To that extent people in San Francisco do pick
up a share in their total rates of the peak costs in
Pl easanton. And for that matter people in Pleasanton do
pick up a share of the costs of the different | oad
shapes and the different costs of service associated
with service in San Francisco. ]

The alternative would be to essentially set
one geographi cal area against another geographic area
and proving in utility rate cases that their service

territory was cheaper to serve or some other bad service
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territory was nore expensive to serve. That's a fight
that we've chosen not to pursue in California.

| do believe that setting the systenmw de rates
on a -- the basis of system average cost of service is
a reasonable thing to do. And ny proposal for the CRS,
whi ch essentially carves out one small component of
total rates, is reasonable in that it's consistent with
t hat .

Q \What's so special about PG&E's system, though?
| mean, why not -- if PG&E's systenmwi de rates are
appropriate for anyone in Northern California, then why
not -- what would be inappropriate about having same
rates throughout the state?

A  Well, each utility has a separate revenue
requi rement based on its separate cost of service.

Q Doesn't each CCA or prospective CCA have
different requirements as well ?

ALJ MALCOLM Do you nean does a CCA have a
di stinct revenue requirenment?

MR. FENN: No. | mean associated with their own
| oad factor. They are varying different |oad factors.

Q | nmean, isn't the designation of a service
territory of a utility arbitrary relative to a CCA
that's formed within the service territory?

ALJ MALCOLM First of all --

Let's go off the record.
(Off the record)
ALJ MALCOLM Back on the record.
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Do you understand the first question?

THE W TNESS: Coul d you ask it again now that
we're back on the record?

MR. FENN: Q Well, you said -- yes -- that
different utilities have different revenue requirenments
and therefore that a statew de approach woul d be
I nappropri ate. But wouldn't the same criterion apply to
t he appropriateness of inposing a systenmwi de | oad factor
CRS to specific CCAs?

A  \When | was referring to a utility revenue
requirement, | was referring to the combi ned revenue
requirement for providing generation service,
transm ssion service, distribution service, and al
ot her costs that go into a Phase 1 of a general rate
case.

What we're tal king about here is establishing
cost responsibility surcharge rates which are designed
to meet the prescriptions against cost shifting to --
back to bundl ed service ratepayers associated with
community choice inmplementation. | don't see that as
involving the same set of issues that establishing a
total utility revenue requirement established.

Q You said cost shifting and that those costs
under the section are supposed to be attributable to a
specific custonmer.

So my question is, while you m ght have
certain revenue requirements --

MR. BUCHSBAUM | have to object. You're saying
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those costs are supposed to be attributable to a
specific custonmer.
MR. FENN: Well, 1'"lIl read the section then rather
t han just saying it. Does that work?
MR. BUCHSBAUM Pl ease.
MR. FENN: G ven that under 366.2(f) subparagraph
(2), the recoverable CRS costs:
Any additional costs of
the electrical corporation
recoverable in conmm ssion-approved
rates, equal to the share of
the electrical corporation's
esti mated net unavoi dabl e
electricity purchase contract
costs attributable to the
customer, as determ ned by the
comm ssion, for the period
commencing with the customer's
purchases of electricity fromthe
c[omunity c[hoice] a[ggregator],
t hrough the expiration of all then
existing electricity purchase
contracts entered into by
the electrical corporation.
So the word here -- the words "net
unavoi dable electricity purchase contract costs
attributable to the customer"™ -- the customer.

So while you m ght have certain
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revenue-specific service-territory specific revenue
requi rements, doesn't -- isn't your ability to recover
your costs restricted to those costs which are
attributable to, say in the case of Pleasanton versus
San Francisco, only those costs that San Francisco's
aggregating to San Francisco customers and not to
Pl easanton customers including their peak |oad
requirements?

A The section that we've just been discussing is

subpart 2 of Section 366 (f) --

Q Yes.

A -- fromthe Legislation. And | do read that
section as -- subpart (1) describes that community
choi ce aggregation participants will be responsible for

payi ng DWR bond charge costs. And in PG&E's case,
what's being referred to is the regulatory asset or
hi storic procurement charge costs.

Subpart (2) relates to the unavoi dable
goi ng-forward procurenment costs that are determ ned as a
result of the Navigant runs that DWR' s witness is
sponsoring. At sonme point, |I think the Comm ssion wil
need to make a determ nation as to whether the way that
the DWR nodeling is done is a reasonable way of
attributing costs as determ ned by the Comm ssion to
i ndi vi dual participants.

| think it would be well nigh inmpossible to go
to a specific address in Pleasanton or a specific

address in San Francisco and say, This is what the share
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of unavoi dabl e purchase costs are associated with

t he usage of this particular household. What the
Comm ssion needs to do in this proceeding is find a
reasonabl e way, consistent with ratemaking practices
that it's used, of attributing those costs across a
broad body of custoners.

Q Okay. The -- yet, an aggregation CCA involves
specific customers, and they're customers on which PG&E
has very -- has peak | oad data. So that the peak | oad
requi rements, the aggregate peak | oad requirements of
San Francisco are cal cul able; are they not?

A | don't know that they are in isolation. And

| don't think that the costs that are referred to in
subpart (2) are necessarily peak | oad costs.
The contracts are not contracts to serve | oad at the
peak hour. They are contracts that affect power
provi ded 8760 hours of the year.

There are some unavoi dable costs associ ated
with [oads in the wi nter season. There are other
unavoi dabl e costs associated with | oads during the
summer season. | think that providing power is much
more conplicated than nmeeting a peak, and the costs
invol ved are much | arger than just those costs
associated with the peak | oad.

Q How many -- oh. Well, so you're saying that
you are physically unable to neasure the peak | oad
requi rements of San Francisco?

A | can -- | know what the peak |load or | can
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determ ne what the peak load is in San Francisco.
| don't know how many custonmers in San Francisco or what
share of that peak load will enroll under community
choice if San Francisco chooses to offer a comunity
choi ce program

And while | know what the peak load in
San Francisco -- for that matter, | know what the
of f-peak |l oad is and what the shoul der period |load is
for San Francisco, | don't know what those shares wil
be for the comunity choice participants. And even if
| did, I wouldn't really know how to determ ne
specifically what the comodity cost alone is of serving
just that portion of load in isolation.

We have to go back to a reasonabl e method,
which | believe witness Burns is sponsoring; is that
t he DWR Navi gant runs provide is a reasonable nmethod of
attributing what the unavoi dable share of costs are if a

bl ock of | oad goes to community choice.

Q On -- in your reply testinony on page 3-6, you
indicate that -- this is lines 14 to 20 on the subject
of a common CRS rates for all customers -- that you

don't understand why it would be necessary or even
desirable to further conplicate PG&E's bundl ed service
rates for the purpose of facilitating such conmparisons;
that is, separating the CRS charge from the energy

char ge. Potential CCA custoners will already be able to
conpare their current bundled service generation rates

with the proposed supply rates offered by a CCA,
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together with a CRS rate.
Woul d that not involve a CRS rate that's
tagged to the kilowatt-hour charge?
A I'msorry. You got ahead of ne partly because
| had the wrong exhibit out.
You're referring to Exhibit 13, the reply
testinony?
Q Yeah.
A And you are referring to question -- are you

referring to question and answer 9 --

Q Yes.
A -- at page 3-6?
Q Yes.

Potential CCA customers wil

al ready be able to conpare their

current bundl ed service generation

rates with the proposed supply

rates offered by a CCA, together

with the CRS rate.

Do you nean by this that the CRS rate would
be tagged to the per kilowatt-hour charge?

A VWhat |'m explaining there is that if,

presumably, a customer gets a mailing or sonme other
contact fromtheir city and the city is going to be

formng a community choi ce aggregation program that

the city will be able to tell the customer this is what
the CRS rate will be and the customer can -- and this is
what your conmmodity charges will be, and the customer
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will be able to conpare that with what his total charges
woul d be if it remained with the utility and make an

i nformed decision of what's the best value for them
possi bly considering both price and non-price factors.

Q So what would be the difficulty if you knew
t he peak | oad requirements of San Francisco, just
tagging the charge to the per kilowatt-hour and then
whatever is within the rate design of the aggregator is
paid according to use? Wuldn't that be a better way to
establish a CRS as opposed to a system average | oad?
Woul dn't that be more attributable to the customers
within a CCA than a system average?

A | don't understand the question. | don't
understand what | would do just with the know edge of
what the peak load in San Francisco is.

Q But you have nore specific know edge than just
what the peak | oad requirement is, as you say. You have
far more detailed know edge of what the | oad
requi rements are, particularly the aggregate; aml
wrong? You have know edge -- you have interval neters
and aggregate nmeters. It's not that you have no data;
right? You stated that you have the data?

ALJ MALCOLM  Whoa, whoa, whoa, whoa.

Let's go off the record.
(Off the record)
ALJ MALCOLM  Go ahead.
MR. FENN: Q Let's presume that you have enough

data to establish what the real-time aggregate | oad

PUBLI C UTI LI TIES COW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCO, CALI FORNI A




© 0O N O o b~ W DN Bk

N N D NN N N NN R B R B R B R R RpR
0o N o o M W N P O O 0o NOo 0o N - O

516

requirements of a CCA are not merely the peak | oad or

t he shoul der, but you have -- let's assume that you have
t he data, based on your metering systens that you have,
the data that you have in the conpany. | f you have that
information, doesn't that provide the basis for a nore
accurate customer-attri butable CRS?

A | honestly don't know. | know with --
| personally know what the | oads are or can find out
what the | oads are. | don't have a whole | ot of
information and |I'm not sponsoring any information about
what the unavoi dable costs per subpart (2), 366, section
(f) are.

As | understand it, Ms. Burns is relying on
t he DWR Navi gant mpodeling runs to integrate the -- to
determ ne what the unavoi dable costs that should be
reflected in the CRS are.

| don't know whether it would be nmore accurate
or less accurate if different |oad shapes were fed into
t hat nodeling. That's not -- you're getting out of ny
bailiw ck there.

Q And were a CCA, |like San Francisco, to fulfill
their inmplementation ordinance of removing a significant
amount of peak | oad from San Franci sco over the next ten
years therefore dramatically changing the specific |oad
requi rement -- physical specific |oad requirements of
San Francisco, you believe that there should be -- that
change, that contribution should not be reflected in

t he CRS?
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ALJ MALCOLM Well, you're presum ng facts you
haven't established, | think.

MR. FENN: Real | y?

ALJ MALCOLM First, | think you are presum ng
t hat energy costs during peak periods is higher than
during other periods, and | don't think you've
establ i shed that.

MR. FENN: Ckay.

ALJ MALCOLM  And | don't know if this witness is
t he one who can answer that question. But is that what
you are presum ng?

MR. FENN: Yes. | thought that was common
knowl edge, but | can ask if you like.

MR. BUCHSBAUM I n addition, your Honor, M. Fenn
is not referring to the actual conputation in the
Navi gant model and how that would work at the peak time
as opposed to the nonpeak time going back to
the testinony of DWR. So --

ALJ MALCOLM Well, | think, you know, he can ask
about conceptual ideas wi thout going into the Navi gant
model right now, but --

MR. BUCHSBAUM  But he made statements about the
peak circunmstances and the price and the CRS that may or
may not be accurate.

ALJ MALCOLM: Well, yeah. And what may be conmon
knowl edge or what m ght have been five years ago may not
be anynore. | mean, the world's change. | don't know.

| believe peak is nmore expensive than
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of f - peak, but --

MR. BUCHSBAUM It m ght be, but the CRS m ght --
the CRS can nove differently than the price and --

ALJ MALCOLM: Ri ght, because of the DWR contracts.

MR. BUCHSBAUM  And it needs to be broken down
unl ess the record is going to be -- | am concerned that
the record can be very confused.

So | guess what |'m saying is if we are going
to make a statement that the CRS is higher on-peak, it
needs to be --

ALJ MALCOLM You need to establish that.

MR. BUCHSBAUM It needs to be established. | t
can't just be stated.

MR. FENN: OCkay. Then I'IIl ask.

Q Does peak power cost nmore than off-peak?

A Under ordinary circumstances, one does expect
on- peak costs to be higher than off-peak costs.
Extraordinary circumstances do occur fromtime to tine.
And in fact, at the height of the energy crisis three
years ago, sonme of the worst prices were prices that we
saw at 3:00 in the nmorning in the mddle of w nter.
Those were extraordinary circumstances that we certainly
hope will never be repeated. But the correlation
bet ween peak | oad and the total cost of power is not
perfect.

Q Wuld you say then that -- | mean, given that,
the crisis of "01 - '02, would you agree that that

i nvol ved mani pul ati on of the gas supply to California?
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| mean, the question is -- because you are
stating it as an exception as if the exception were to
invalidate the rule, does the rule stand even though
there are exceptions that peak power is nore expensive
t han off-peak?
ALJ MALCOLM  Well, let's go off the record.
(Off the record)

ALJ MALCOLM Back on the record.

MR. FENN: Q Al right. G ven that there's
a general correlation of between peak | oad and
increasing price, and that that correlation results in
hi gher costs to provide for peak |oads, wouldn't a
CCA-specific load profile nore accurately provide a
reasonably attributable cost as described in
366.2(f)(2)?

A | really don't know that it woul d. 366(f)
subpart (2) refers to net unavoi dable electricity
purchase contracts, which inmplies a division of total
power costs between an avoi dable portion and unavoi dabl e
portions thereof.

| do believe that there's a general, if not
perfect, correlation between the total costs of power
required to serve peak |l oad and the total costs of power
required to serve off-peak | oad. But | really don't
know how those shares of -- how the total costs divide
bet ween avoi dabl e costs and unavoi dabl e costs, and how
t hat division mght change between the peak period and

t he of f-peak peri od.
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| know that there's the work that DWR' s
witness is sponsoring to try to quantify that division
bet ween avoi dabl e shares and unavoi dabl e shares of
generation costs. And | just -- | really don't know how
t hat nodeling would play out if you try fading smaller
and smaller | oad profiles associated with smaller and
smal |l er shares of the load into it. And | certainly
don't know that higher peak |oads in one area or another
area mght translate into nore avoi dable costs or nore
unavoi dabl e costs. | really don't know.

MR. FENN: Ckay. Thank you.
No further questions, your Honor.
ALJ MALCOLM Thank you, M. Fenn.
|s there any redirect?
MR. BUCHSBAUM  Could | have a few m nutes?
ALJ MALCOLM Yeah.

We'll be in recess until 10:10.

(Recess taken) ]
ALJ MALCOLM Back on the record.

M. Buchsbaum
MR. BUCHSBAUM No further. No redirect.
ALJ MALCOLM Thank you.

M. Szymanski, you may present San Diego's

wi t nesses.
MR. SZYMANSKI: Thank you, your Honor.
SDG&E calls M. Janmes Magill to the stand.
JAMES MAGI LL, called as a witness by

San Diego Gas & Electric Company, having
been sworn, testified as follows:
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MR. SZYMANSKI :  Your Honor, SDG&E would like to
mark M. Magill's direct, reply and rebuttal testinonies
as the next three exhibits in order in this proceeding.

ALJ MALCOLM All right. We will mark the opening
testinony as Exhibit 15, the reply as Exhibit 16, and
the rebuttal as Exhibit 17.

(Exhibits Nos. 15, 16 and 17 were
mar ked for identification.)

MR. SZYMANSKI : Thank you.
DI RECT EXAM NATI ON
BY MR. SZYMANSKI :
Q M. Mgill, were these docunents prepared by
you or under your supervision?
A Yes.
Q Do you have any changes, corrections, or
additions to any of these three docunents?
A Yes, | do.
To nmy direct testimny, on page 2, in
Footnote 4, it says Section 366.218(d)1. Strike the 18.
And in Footnote 5 it says PUC Code
Section 336.(d) 2. It needs to be 366. 2.
On page 5 of my direct testinony, again,
Footnote 10, need to strike the 18. It should be
366.2(d) 1.
In my rebuttal testimny, Exhibit 17 --
MR. HUARD: Coul d you repeat that.
THE W TNESS: My rebuttal testimny, Exhibit 17,

on page 10, line 3, it says: "Correctly allocated to
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CCA customers rather,"” and you need to insert the word
"t han" remai ni ng bundl ed customers to subsi di ze.

And in nmy rebuttal on page 12, line 2, the
word "utility" is msspelled.

Also with respect to ny rebuttal testinony,
the references to the other witnesses' testinmony, unless
| specifically addressed a direct testinmony, it is
implied that | amreferring to their reply testinony.

MR. SZYMANSKI: So in other words, in his rebuttal
testinony only there are some references to the prior
parties' testinonies that he is rebutting. And if there
is no reference to whether it's the parties' direct or
reply testinmony, it should be presumed that he is
referring to the reply rather than the direct testinony
of those parties.

ALJ MALCOLM Al'l right.

MR. SZYMANSKI : It is just a citation matter.

THE W TNESS: And also with respect to ny
testimony, SDG&E received Wtness Chicchetti's reply
testinony after we had filed our reply testinmony. I
believe other parties had the same circunmstances. So
rat her than having to deal with another round of
rebuttal testinony, | just want to read a general
statement with respect to that reply testinmony.

Wth respect to the reply testinony filed on
May 7th, 2004 by Cal -CLERA W tness Chicchetti, SDG&E
general ly adopts SCE wi tness Jazayeri's position stated

in his rebuttal testimny pages 3 through 5.
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SDG&E woul d add, if the Comm ssion ultimtely
requires in a net resource planning proceeding that the
utility be the provider of |ast resort and defines that
as including an obligation to obtain capacity to serve
| oad that m ght return, then the utility m ght be
conmpell ed to obtain resources regardl ess of whether CCA
provider is deemed resource adequate or not.

ALJ MALCOLM Al'l right.
MR. SZYMANSKI: Q Thank you, M. Magill.

Do those changes and that addition conprise
your testimony in this proceeding so far?

A Yes, it does.
Q |Is this the testinony that you adopt as your

sworn testimony in this proceedi ng?

A Yes.
Q Is it true and correct to the best of your
knowl edge?

A Yes, it is.

Q To the extent it reflects opinion or judgment,
does it reflect your best opinion or judgment?

A Yes, it does.

MR. SZYMANSKI : Thank you.

M. Magill is now avail able for

Cross-exam nation.

ALJ MALCOLM Thank you, M. Szymanski .

MS. GRUENEI CH:  Your Honor, | have one procedural
matter with regard to this testinony that | wanted to

rai se.
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And, M. Szymanski, it is a point of
clarification.

On the opening testinmny on page 12 and 13, at
the bottom under relief requested, as | understand it,
states that in this phase of this case the Comm ssion
shoul d take the foll owi ng actions.

And then if we turn to the next page, there is
the request on line 17 that the AB1X residential cap
shoul d apply to DA custonmers. And that would be a new
charge on direct access custoners.

| do believe that is outside of the scope of
this phase of this case.

| am wondering if we, to avoid a |ot of
controversy, m ght be able to have it be a
recommendati on from SDG&E t hat the Comm ssion consider,
but if it is to actually inpose a charge on direct
access customers in this phase of the case, | am going
to move to strike it because | don't believe that this
particul ar phase in this particular case is |ooking at
i mposi ng new charges on direct access customers. And |
really only focused on this when | was reviewing it | ast
ni ght . Ot herwi se, | would have brought it up earlier.

So nmy first question | guess is is there any
clarification as to what is the specific relief that
you' re asking, because if not, then | will nove to
strike not only the references in this testimny, but
your subsequent witness, M. Hansen, that there be

charges inmposed on direct access custoners in this phase
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of this case.
MR. SZYMANSKI: Could we go off the record for a
moment, your Honor ?
ALJ MALCOLM Yes. Off the record.
(Off the record)
ALJ MALCOLM Back on the record.

Off the record we discussed this wtness'
recommendati on on DA charges, direct access charges.

M. Szymanski, you clarified that that was
just a recommendati on and you don't have any expectation
of the Comm ssion actually resolving that issue in this
proceedi ng.

MR. SZYMANSKI : That's correct, your Honor.

Wth respect to DA issues and policies, that
woul d be a recommendati on for another proceeding. W
are stating it here as a recommendation to be conplete
anong all different types of customers.

As to nonDA customers, though, the relief
requested would still be applicable and appropriate for
t his proceedi ng.

ALJ MALCOLM Al'l right. And I will just confirm
t hat that would be outside the scope of this proceeding
because those customers haven't been notified of that
i ssue being included in this proceeding.

MR. SZYMANSKI : Ri ght. Those DA custonmers have
not been noticed.

ALJ MALCOLM Or the ESPs or anyone el se.

MR. SZYMANSKI : Ri ght. Very good.
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MS. GRUENEI CH: Thank you.

MR. SZYMANSKI: We will thus note now this would
al so apply to M. Hansen's testinmony, in the interest of
movi ng through that sanme qualification, shall we say, to
what M. Hansen is recomending.

ALJ MALCOLM Al'l right.

Anyt hing el se?
(No response)

ALJ MALCOLM M. Reiger, do you have questions
for this w tness.

MR. RElI GER: Thank you, your Honor.

CROSS- EXAM NATI ON
BY MR. REI GER:

Q Good norning.

A Good norning.

Q | am Jason Reiger, and | am representi ng ORA.

Your opening testimony talked a little bit
about guiding principles, starting on page 2, noving
over to page 3. My question is you think making CCAs
econom cally viable should be a guiding principle of
this proceedi ng?

A | think with respect to the guiding principle
and cost recovery mechani sms and | ooking at AB 117, it
speaks to ensuring there is no cost shifting such that
remai ni ng bundl ed customers are held neutral or held
harm ess.

| don't remember seeing in the statute that

the |l egislation addressed the issue of cost
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effectiveness for CCAs.

Q Do you think as a matter of policy as opposed
to referencing AB 117 that making CCAs econom cally
vi abl e should be a guiding principle for the Conm ssion?

A Again, | think that's a mutually exclusive
area with respect to cost recovery. | think with
respect to CCAs and however they deal with recovering
the costs that are assigned to them then that is an
issue for the CCA.

Q For the purpose of overall policy and not
necessarily switching rules inplementation, when do you
think a CCA custonmer becomes a CCA customer?

A | believe our recomendation is that a CCA
customer becomes a CCA custonmer at the time that the CCA
begi ns procuring power or delivering power to that
customer .

Q Were you here when M. Rubin testified for
PG&E?

Yes.

And have you read his testinony?

> O >

| am generally famliar with it.

Q Do you recall that on the stand he stated, and
| am going to paraphrase, that the basic inplementation
costs were equal to the costs included in the straw man
proposal ?

A | am not generally famliar with the straw man
proposal .

Q Do you have a problemwith the lack of clarity
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in PGE's proposal regarding basic inplementation costs
or supposed lack of clarity?

A  Yes. As | state, | believe, in ny rebuttal
testinony, | believe that it could lead to disputes in
terms of what is m nimal and what is basic.

Q And when you indicated that with the straw man
proposal, you are not sufficiently aware of the terns of
the straw man proposal to alleviate your concerns; is
t hat correct?

A That's correct. Wtness Osborne is sponsoring
the straw man proposal.

Q |Is there anything short of total CCA paynent
of all inmplementation costs that you will support?

A No. | think CCA should be responsible for al
costs, whether it be DWR, utility procurement, AB1X,

costs associated with rules. | think as | read the
statute, that's what | have read as nmeani ng no cost
shifting.

Q Are you famliar with what percentage of San
Di ego Gas & Electric's load is Chula Vista |oad?

A Not specifically. Generally, 1 know.

Q Are you famliar with the percentage of
San Diego's load that is due to the City of San Di ego?

A Generally, yes.

Q Do you know what woul d happen to San Diego's
profits in absolute nunmbers -- | am not |ooking for a
speci fic nunber, but a range of numbers -- if Chul a

Vista and San Di ego became CCAs?
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A | can't give you a range of nunbers because |
amnot famliar with the revenue requirenment in that
great of detail to be able to do that.

| can tell you that if you had that much | oad
| eave, that if you, for exanple, had generation that had
been built and is in rate base, | believe, but | wl
have to defer to Wtness Hansen on this, that the
cal culation for the CRS would pick up the energy
component . But the capacity portion of that generation
woul d then be needed to be picked up by the remaining
bundl ed customers, which will increase their rates.

| don't think, with respect to the utility, as
long as it is in rate base, that it would inpact their
profits.

Q How would that change, if at all, if San Di ego
and Chula Vista after becom ng CCAs then municipalized
and took over other aspects of energy delivery?

A It is hard for ne to say because | am not
sure. There is a lot that would go into that. You wi |
have to make assunptions as to what we got for whatever
the parts of the system that they were condemmed.

| am assum ng that we have made sure the
utility would be made whole for any condemnation in
terms of costs. So it is hard for me to speculate in
terms of exactly what woul d happen.

MR. REI GER: No further questions, your Honor.

ALJ MALCOLM Thank you, M. Reiger.

M. Cono.
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MR. COMO: | have no questions, your Honor.

ALJ MALCOLM Ms. Gruenei ch.

MS. GRUENEI CH: No questions, your Honor.

ALJ MALCOLM M . Huard.

MR. HUARD: Thank you, your Honor.

CROSS- EXAM NATI ON

BY MR. HUARD:

Q Good nmorning, M. Magill. My name is David
Huar d. | am representing the City of Chula Vista and
t he County of Los Angel es.

One foll owup question, if | could, on
M. Reiger's question.

First, if you will accept subject to check
that Chula Vista is approximately 9 percent of SDG&E's
| oad.

A | was thinking ten.
Q Sane ball park.

Second, in response to his question about
forms of municipalization and whether that would affect
profits of SDG&E, this is pretty much outside the scope
of this case, but one formit would affect is a green
field devel opnment in which SDG&E no | onger is building
out in undevel oped areas? Would that be one form of
muni ci palization that would affect profits?

A | don't know. | haven't done the analysis.
Q If you did not get the growth within a
muni ci pality, and that is, you were |limted to your

previous investment in plant and your existing growth
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and all new | oad went to someone el se, wouldn't that
effectively Iimt your upward profits associated with

the city in comparison to serving growth yourself?

There is an element of profit per custoner, isn't there?
A  Yes. But | am not sure whether you are
assum ng we had to build to serve that | oad. If it is a

new green field and we are not building distribution,
then we are not making the investment.

Q But you are also not making any profit on the
investments if you haven't made the investnment?

A That is true, but that woul dn't change
existing profits.

Q No. Thank you. Again, that is pretty nuch
outside the scope of this, but it was brought up so
figured I m ght as well .

s it fair to say that your testinmony is
really sort of a summary of SDG&E's overall position,
and you touch on pretty much everything but on the
details you defer to other witnesses?

A That's correct.

Q | amgoing to ask you some questions on a high
| evel , and please, if it is something that you fee
unconfortable with and you want to defer, et me know.

A Al right.

Q The first one is | would like to refer you to
your prepared direct testinony, Exhibit 15, at page 6.
Actual ly, page 8 instead would be a better one, at |ines

12 through 14.
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You have got: In sum the Conmm ssion will need
to ensure that the rules established for CCAs are
coordinated with utilities' resource planning process.

Have you thought of how that is going to
actually function from just a mechanical standpoint?

A No. | pretty much in nmy testimny have said
that is primarily a Phase 2 issue.

Q Would you also believe that if there was |ong
termresource planning, it is not just in a single
docket but also applies applications for facilities that

may be pendi ng, that that would need to be coordi nated

as well if they could affect long term resources?
A Well, ny reference here is to the procurenent
pl anni ng proceedi ng. In order for a utility to plan

accurately, we have recommended that there be a binding
comm tment on the CCAs' part such that we can ensure
again limting potential stranded costs for CCAs. To
the extent that we can plan better, the more we will be
able to do that.

So the commtment in planning | have here with
respect to procurement is intended to kind of benefit
all customers, CCAs and bundled as well.

Q If I can have the answer to my question.
There are other applications -- there are other matters
t hat are pending, in particular an application to
build -- to buy generation assets, to build
transm ssion, and to purchase |long-term contracts. Do

you think that since they are long termresources as
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well they need to be coordinated with a know edge of
what CCA | oad may be?

A Again, | am speaking directly to the
procurenment. | would imagine that as we file
procurement plans and they are reviewed by the
Comm ssion those elements would be in that procurenment
pl an.

Q And if they are not?

A |I'mnot that famliar enough with the process
to understand why they wouldn't be.

Q On costs, | amtrying to --

A |Is there a particular reference?

Q Basically page 9.

You indicate the first time costs on page 9
t hat would be borne by -- effectively the first CCA in
pays all costs subject to some sort of dim nution or
credit back fromlater CCAs. That is what you proposed,
correct?

A Correct.

Q In trying to identify all of the costs areas
that a CCA would be responsible for, | would like to
sort of try to identify them by category and then find
out whet her or not they are subject to a true-up | ater
on. |s that something that you would be able to respond
to?

A No. That would be -- | am assumng if you are
tal king something |like what is in the straw man

proposal, that would be Wtness Osborne.
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Q | am not talking that.

A The cal cul ation of the CRS, that would be
W t ness Hansen.

Q Wiat | amtrying to do is if you are the
overall witness, then | amtrying to get the categories
t hat each of the individual sub people are tal king about
or those individual drill-down, as M. Szymanski calls
it, so that | have a picture or we have effectively a
pi cture of what SDG&E proposes in total from again, a
category standpoint, not a particular methodol ogy, that
a CCA would be responsible for. That's what | am trying
to just basically identify.

A Wth respect to my testimny, | do mention
some categories now. | won't say | mentioned every
single one because | know with respect to the
i mpl ement ati on costs there are a lot of different areas
t hat are captured under the term inplementation or
transition or transaction costs.

Q |If it helps any, | don't want to go beyond
i mpl ement ati on or transaction. | think you are
foll owing where |I'm going. You are just assumng | am
going the next step, and |I'm not. | f you could bear
with me on this.

So you have mentioned two of them One is the
transaction costs. And they are subject to
Ms. Osborne's testinony, specifically what they are?
A Yes.

Q Then two, there is an inmplementation cost?
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A Correct.

Q And that is effectively -- and you have tal ked
about that first time as responsible for inplenmentation,
then, all program inplementation when you talk about
i mpl ement ati on?

A | am tal king about | guess all system billing
changes and whatever is captured by Wtness Osborne that
woul d fall under inmplementation.

Q And then the next category is CTC costs, and
that is M. Hansen?

A That would be M. Hansen.

Q And then the charges associated -- the charges
associ ated with a CRS, which would be what?

A Are you tal king about what would go into the
cal cul ation of the CRS?

Q MWhich components?

A The specifics are dealt with by M. Hansen. I

believe what is captured in the CRS calculation is the

DWR costs, the utility procurenment costs.
| know I think there is an element of utility
procurement in there. | think -- again, | don't want to

speak for M. Hansen on this because he is the expert on
t he cal cul ati on. But with respect to the category cost,
for exanple, DWR, there is the bond charge as well.
There is also with respect to utility procurement prior
under coll ections. There is also procurenment that's

al ready been procured.

| think there's future procurenment that needs
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to be considered as well. And I'm not sure to the
degree and how those are all captured in the CRS.

Q And that, you say, is M. Hansen, then?

A Correct.

Q Do you know which ones of these you are
proposi ng be either subject to |later determ nation or
true-up of the various categories such as transaction
costs?

A No. l'"'mnot -- | don't want to speak to the
proposals that are Wtness Osborne's or Hansen's
testinony.

| do know, for example, that with respect to
the CRS there is a proposal for true-up. But agai n,
that is general. Not with respect to the individual
conponents.

Q So let me maybe cut to the quick. | ssues on
rate design, M. Hansen?

A Correct. | would just like to add, though,
when you were tal king categories of costs, another
category of cost that we haven't nmentioned yet is the
AB1X, and also rules.

Q Vhen you say ABl1X, do you mean the 130 percent
of baseline allowance, that issue?

A That's correct.

Q ABi1X --

A Yes. We are speaking with respect to what is
in this proceeding.

Q Thank you.

PUBLI C UTI LI TIES COW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCO, CALI FORNI A




© 0O N O o b~ W DN Bk

N N D NN N N NN R B R B R B R R RpR
0o N o o M W N P O O 0o NOo 0o N - O

537

Were you here during the testinony yesterday
of the PG&E witnesses?

A Yes.

Q Do you remember the statement that PG&E
considers a CCA provider to be a conpetitor?

A A market participant | think is a good term

Q But in conpetition with PG&E?

A Conpeting in a market for power, | believe is
what she said.

Q Do you think that a CCA is conpeting in the
mar ket with SDG&E?

A As | read the other w tnesses' testinmony, for
exampl e, she quoted LGCC Wtness Monson, the inpression
| get is they intend to be out there procuring power in
the sanme markets that SDG&E is.

Q So the answer is yes?

A Yes.

Q You also discuss in general the 15/15 Rule and
the 500 Rule and deferred the details of that to
Ms. Keilani; is that correct?

A | don't think I have ever addressed the 15/15
Rule in my testinony.

Q How about customer confidentiality?

A That is generally nmentioned, yes.

Q I will just call it customer confidentiality.
A Okay.

Q In that regard you are proposing that certain

customer-specific information not be made available to
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CCAs due to Conmm ssion rul es?

A Our proposal is to basically provide customer
i nformati on under the current rules and regul ati ons that
exi st today.

Q If I could direct you to page 12 of your
prepared direct testimony, basically Iines 15 through
17.

A HmMm hmm

Q You basically argue that CCA i nplenmentation
shoul d not be phased, and in that you say under a
phased-in approach CCAs can potentially cherry pick, end
guote, which customers to switch first and essentially
delay switching the other customer groups.

s that correct?

A Yes.

Q SDG&E currently has all of the information on
t hose customers who may be the nmost desirable, is that
correct, since you have all customer information?

A | will agree we have all customer information.

Q And under the Comm ssion's rules, the reasons
for the protections of the identity and other
information associated with certain select customers is
to prevent conpetitive advantage going to an ESP, as an
exanmpl e; would you agree with that?

A ' m sorry?

Q That the reasons for confidentiality of
certain large customers is to prevent a conpetitive

advant age being given to one energy service provider or
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anot her under the direct access rules; would you agree
with that?

A No. | will say the reason why we are
protecting the information is because we are required
to. | think, as Wtness Keilani has testified to, it is
a customer expectation that we will protect that
i nformation.

Q But that protection of information is not as
to all customers, is it?

A Well, again, | don't want to get into
testifying what Wtness Keilani has already testified
to. But we are providing information in active form as
required under the 15/15 Rule and the 500 kW rul e.

Q |If the Comm ssion has determ ned that
information related to certain select customers provides
a conpetitive advantage and you are in conpetition with
the CCA, what steps is SDG&E proposing that would limt
SDG&E' s use of that material in approaching customers to
ask them to opt out? ]

MR. SZYMANSKI : Your Honor --

MR. HUARD: Can he answer the question, unless you
have a specific evidentiary objection?

MR. SZYMANSKI : Can | address the judge, please?

MR. HUARD: Sur e.

MR. SZYMANSKI : M. Magill stated at the outset
that he's talking -- he addresses SDG&E's custonmer
confidentiality issue at a high policy level, and that's

the scope of his testinmony. Ms. Keilani, who testified
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already, testified to sonme of these issues in much
greater detail. At a certain point, if it's falling
within Ms. Keilani's testimny, |I'm going to have to

object to say that this is out of the scope of

M. Magill's testinmony.

I"'mwilling to let -- have M. Huard restate
t he question. To the extent M. Magill feels
confortable that it's within his testimony, | will [et

himtestify. But there is the reality that most of
the details and specifics about SDG&E's customer
information policy testinmny has been addressed by
Ms. Keil ani .

MR. HUARD: Your Honor, the question was fairly
sinple; and that is, does SDG&E propose any limtation
on itself for use of information which would otherw se
be precluded from being turned over under Conm ssion
regul ation.

ALJ MALCOLM: 11 allow that question.

| understand your concern, M. Szymanski .

THE W TNESS: Not that |'m aware of.

MR. HUARD: Thank you.

Q On phase-in, were you here during
the cross-exam nation of M. Evans for PG&E?

A No, | wasn't.

Q Let me paraphrase sonething that | believe he
said, and M. Buchsbaum can correct me, but that phasing
is if one uses normal billing dates to switch, that

there will be a certain element of phasing since no
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one -- not every one customer has the same billing date.
Do you agree with that?

A Well, with respect to SDG&E, | believe our
proposal is to do a mass switch. So from our
perspective --

Q On a single day?

A Yes.

Q So you are not proposing to do a switch as you
have done with direct access on the billing dates?

A  No. The details of this are addressed by
wi t ness Osborne, but my understandi ng, again, is that
it's a mass switch.

Q On your reply testinmony, at page 5, you
di scuss utility procurement of renewable resources and
|l evels. Can you tell me what SDG&E's current portfolio
|l evel is of renewabl es?

A | only know generally. | think it's |like 7,
8 percent; |'m not sure. Again, |'m not procurenment.

MR. HUARD: Your Honor, that's all the questions
| have of this witness.

ALJ MALCOLM Thank you, M. Huard.

M. Fenn?
MR. FENN: Thank you, your Honor.
CROSS- EXAM NATI ON
BY MR. FENN

Q Hello. | *m Paul Fenn from Local Power.

You have indicated to M. Huard that SDG&E

bel i eves that community choice aggregators are
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conpetitors for procurement.

A | called them market participants.

Q If I"'mnot mstaken, you did say that CCAs
woul d be conpeting agai nst SDG&E for purchasing the same
power that --

A  Well, to the extent that they are in the same
energy market and there's a limted amunt of energy to
be procured, then | would imagine that they would be,
quote, conpeting for that power.

Q | want to direct you to Section AB 117 deal i ng
with the definition of a CCA, 366.2(a)(1):

Customers shall be entitled to
aggregate their electric |oads as
members of their |local comunity
with comunity choice aggregators.
Customers may aggregate their

| oads through a public process
with comunity choice aggregators,
if each customer is given an

opportunity to opt out....

A Okay. ' m not seeing that. You said (a)(1l)~?
Q Thisis -- yes, 366.2 (a)(1l) and (a)(2).

A Okay.

Q

Customers shall be entitled to
aggregate their electric |oads as
members of their |local comunity

with choi ce aggregators.
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And then under subparagraph 2:

Customers may aggregate their

| oads through a public process

with comunity choice aggregators,

if each customer is given an

opportunity to opt out....

Woul d you not have to conclude fromthis
that if a CCA is a conpetitor and CCAs are under this
construction, are formed by customers, that you are
competing with your customers?

MR. SZYMANSKI : Your Honor, a couple of things.

First, | just want to note that | think
M . Fenn has paraphrased the statute and the provisions
that he's asking | believe some detailed questions about
the interpretation of the word "customer." | don't
object if the goal is to have M. Magill provide a
general understanding of how SDG&E is applying this
| anguage in a general fashion, but if the line of
gquestioning is going to lead to an analysis of whether
a CCA is essentially customers or market participants,
| believe this is going to fall outside of the scope of
M. Magill's testinmony.

ALJ MALCOLM Well, let's let himask his
guestions. And then if you have a problemwi th him you
may raise your objection.

MR. SZYMANSKI: Would you please briefly restate
your question?

MR. FENN: Sur e.
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Q Given that -- under the construction
366.2(a)(1l), customers shall be entitled to aggregate
their electric |oads as menbers of a community choice
aggregator, and SDG&E regards community choice
aggregators as conpetitors, would it not follow that
they regard their own customers as conpetitors?

A No, | disagree with that.

As | read the statute, | guess | go back to
Section 331.1(a) and (b) where ny understanding is they
ki nd of define what a conmmunity choice aggregator means
and they are tal king about "followi ng entities" and
the entities are, for exanmple, a city or a county or a

conmbi nati on thereof.

So | would think, as | read this -- again, I'm
not making a |legal interpretation here, |I'm just reading
this in general -- it would seemto nme that that is

the entity which is really the community choice
aggregator and customers are a nmenmber of the associ ated
with that entity. But it's not the actual customer
doing the community choice aggregation.

Q |If they are nmenmbers of it -- you said they're
menbers. If they're menbers of it, doesn't that make
them conpetitors as members?

A No. It's the entity is what |1'm | ooking at,
and that entity has nmembers. Just like the utility has
custonmers, the CCA has customers.

Q You don't have nenbers. You are not a

cooperative. In this case, the CCA has nenbers.
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A Well, I don't want to get into a discussion of
what the term " member" means.

As |'mreading the statute, |I'm seeing the CCA
in a simlar fashion as a utility in that it has
customers it's going to provide power for and it has to
go out there and procure the power to serve those
customers.

Q Do you regard a CCA as a utility?

A No. | said in general. | didn't call it a
utility. In general, | see it in a simlar fashion.

Q Like a municipal utility?

A Well, again, a CCA is not a municipal. | can
say that it's something different than a conmmunity
choi ce aggregator.

Q Thank you.

"1l go to the next question, your Honor.

Under 366.2(C)(f), subparagraph (2), any
additional -- 1'll read the whole thing.

A retail end-use customer

purchasing electricity from

a community choice aggregator

pursuant to this section shal

rei mourse the electrica

corporation that previously --

A Isn't that (d), not (C)?

Q Oh, isit? Let me have a | ook. One second.
MR. SZYMANSKI: Can we go off the record?

ALJ MALCOLM Off the record.
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(2):

ALJ

(Off the record)

MAL COL M Back on the record.
FENN: "Il read the whol e thing:
A retail end-use customer
purchasing electricity from

a community choice aggregator
pursuant to this section shal

rei mburse the electrica
corporation that previously served
the customer for all of

the following: The electrical
corporation's unrecovered past
undercol l ections for electricity
purchases, including any financing
costs attributable to that
customer, that the conm ssion
lawful ly determ nes may be
recovered in rates.

And then under subsection -- or subparagraph

Any additional costs of

the electrical corporation
recoverable in comm ssion-approved
rates, equal to the share of

the electrical corporation's

esti mated net unavoi dabl e
electricity purchase contract

costs attributable to
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the customer, as determ ned by the

comm ssion, for the period

commencing with the customer's

purchases of electricity from

the community choi ce aggregator,

t hrough the expiration of all then

existing electricity purchase

contracts entered into by

the electrical corporation.

So in both of these subparagraphs, you have
the words "attributable to that customer."” In
subparagraph 1 and subparagraph 2 you have net
unavoid- -- for the utility's procurenment, you have
net unavoi dable electricity purchase contract costs
attributable to the customer. The customer.

Do you believe that the term "unavoi dabl e”
woul d i nclude overprocurement by an electric utility?
| s overprocurement by an electric utility avoidable?

A | read the term "net unavoi dable"” as being
the utility's costs -- I'"massumng that if CCA | eaves
and that there is some stranded costs or procurement,
then there may be an opportunity for the utility to make
an off-system sale or sale into the market, and those
revenues that you will get from that sale would be
of fset agai nst the otherw se stranded costs.

| believe 1'lIl defer to witness Hansen because
this really gets into the calculation of CRS, but

that -- | think what's captured in the CRS cal cul ati on
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is the fact that you do wind up with a net unavoi dabl e.

Q Right now, what |'m speaking to is that
you're -- SDG&E has a -- currently a proposal and it's
awai ting approval by the Comm ssion, which would include
10 years of power contracts and acquisition of a power
pl ant .

ALJ MALCOLM | s that a question?

MR. FENN: Well, it's a setup for a question.

ALJ MALCOLM Okay.

MR. FENN: Q That given that M. Huard, as he has
i ndicated, Chula Vista is now preparing to inplement
community choice aggregation and has been pursuing it
for a considerable amount of tinme, would -- and in
that -- would the notice given through their activity or
knowl edge of that activity, famliarity with that
activity, not Iimt the CRS obligations associated with
the current procurement efforts?

MR. SZYMANSKI : Your Honor, | think that his
guestion is presum ng sonme facts that are not in
evi dence at this point, and it may be beyond the
wi tness's scope of know edge and his testinony, in any
event .

So if you want to have the record establish

the facts that you would like himto opine about,
| would ask that you please do so.

MR. FENN: | could state the question
hypot hetically so it would renove any specific content.

THE W TNESS: That's fine.
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ALJ MALCOLM What's the hypothetical ?

MR. FENN: Q It is, were a -- were SDG&E to win
approval of |ong-term power contracts and the URG, new
URG from the Comm ssion after it has been informed of
a -- efforts by a nunicipality or other potential CCA to
i mpl ement CCA, would that potential CCA's CRS obligation
be the same for those facilities and contracts as if
t here had been no such know edge of the formation or
efforts to pursue CCA?

A Let me see if | can restate your question.

| think what you are asking is since Chul a
Vista has informed us that they are | ooking at this
potentially and we're -- we have an RFP out there, that
by having that information that they informed us, that
should somehow Iimt Chula Vista's CRS with respect to
the RFP? |s that what you are asking?

Q For those assets, were they approved under
AB 577

A | don't agree. On what basis do we have any
knowl edge that that's actually going to go through?

That's the whole idea behind this open season
concept that we've presented here. And t he bindi ng
commtment is that if the CCA wants the utility to stop
procuring for them then they ought to make a comm t ment
such that the utility knows that it's not going to need
to serve those customers. Given where the utility
stands as provider of |last resort, at this point Chula

Vista has informed us, we have no idea what's going to
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happen, when it's going to happen, we haven't even
established the rules or costs associated with CCA at
this point.

So to assume that we're not going to need to
procure to those custoners going forward, | don't see
any basis for that.

Q G ven that you have identified a CCA as a
conpetitor, would you not, as a conmpany, do anything in

your power to block them from departing?

MR. SZYMANSKI : Your Honor, | think we went
t hrough some of this issue before, but it -- maybe it's
one of term nology, but I think M. Magill's testinony

was that the CCA would be viewed as a market
participant. And wi thout splitting hairs right now
about the legal definitions of these terms as they may
be defined in this or some other proceeding, |I'll let
t he question go forward. But | do caution that his
testimony didn't go to the issue of who's a conpetitor
of whom

ALJ MALCOLM ' m sorry. | object to the question
because "woul dn't you do anything in your power." It's
an open-ended question and it's not a reasonable
gquestion for me.

MR. FENN: Ckay. Shall | restate?

ALJ MALCOLM " m sorry. Yes.

MR. FENN: Q G ven --

ALJ MALCOLM Be nore specific.

MR. FENN: Q In response to M. Huard's question,
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you indicated that CCAs are conpetitors for purposes of
procurement. Wuld you not potentially have recourse to
overprocurement as a means of blocking the | oss of
departing customers?

A  Well, I"'mnot in procurenment, but my general
understanding is that all of SDG&E's procurenment plans,
whi ch are done | guess on an annual basis, some annual
procurement filing, are reviewed and approved by
t he Conmm ssion.

So is what you are asking, is SDG&E going to
do something that is unreasonable and the Comm ssion is
going to approve something that's unreasonable, | guess
| just don't agree with your prem se that somehow the
utility is going to able to do sonmething unreasonabl e
when it's fully under regulation by the CPUC for those
I ssues.

Q Guven that the Conmm ssion now just in this
time period has not conmpleted regulations for comunity
choi ce, wouldn't any |ong-term procurenment contracts or
URG acquisitions prejudice the ability of jurisdictions
to i mpl ement community choice after the regul ations are
conpl ete?

ALJ MALCOLM |s that an argument or a question?

MR. FENN: ' m asking -- yeah.

Q Wuld it not -- | mean, is your ability now to
overprocure before the regul ations are conplete --

A  Well, at least --

MR. SZYMANSKI : | object. M. Fenn's question,
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again, presumes something that is not in evidence and
it's a very argunmentative.
M. Magill has not said that SDG&E has
the ability to overprocure. What M. Magill has just
testified to is that in another proceeding, there is
Comm ssi on eval uation of SDG&E's resource plan and that
is the scope of his know edge about the resource plan.
And so there's not a presumption -- or there should not
be a presunmption in your question about over procurenment.
MR. FENN: | don't mean to presune that you are
over procuring. That is not the intention of ny
gquesti on.
What |'m concerned -- the question is
concerned with the ability to overprocure, not --
ALJ MALCOLM | think he answered your question to
the best of his ability.
MR. SZYMANSKI : Your Honor, | would note that
M. Magill is not a procurement expert. It may well be
the case that a previous conmpany's wi tness nmay have sonme
addi ti onal know edge of procurement that M. Magill may
not have and so therefore he can only testify as to what
he knows with regards to his testimny and what |imted
i nformati on he may have --
ALJ MALCOLM Ri ght .
MR. SZYMANSKI : -- of the procurement proceeding.
ALJ MALCOLM | understand. | understand.
And M. Fenn, he answered your question with

regard to --

PUBLI C UTI LI TIES COW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCO, CALI FORNI A




© 0O N O o b~ W DN Bk

N N D NN N N NN R B R B R B R R RpR
0o N o o M W N P O O 0o NOo 0o N - O

553

MR. FENN: Ckay, your Honor.

ALJ MALCOLM -- the Comm ssion's review of
t he annual portfolio for procurement.

MR. FENN: Ckay. Thank you.

Q In your reply testimny, JRM-11, you're
responding to LGC witness Monson and CCSF witness Ful mer
who stated that the initial CCAs are required to pay all
the first time costs; CCAs will not be a conpetitive
vi abl e alternative. And they recommend that
i mpl ement ati on costs be anortized over a 36-month period
through a utility menorandum account.

Your response was there's no reason why
bundl ed customers should be required to finance a | oan
f or CCAs.

Is that really true? | mean, given that under
AB 117 the customers -- | won't paraphrase. 11 go
back again and quote. That under 366(a), custoners
shall be entitled to aggregate their electrical |oads,
and al so under 366(2)(a)(1) the customer shall be
entitled to aggregate.

Is it not in the interest of ratepayers to
have CCA, to have this as an option?

A  Wth respect to my testimony, |'ve clearly
stated | believe in ny rebuttal testinony that for those
customers that are in a CCA, they should pay for
t he CCA; and bundl ed customers who aren't in the CCA
shouldn't have to. This is the argument for why |'m

argui ng CCA requests need to pay all upfront costs.
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ALJ MALCOLM Wait, wait, wait. You' re goi ng

beyond the question, | think.
THE W TNESS: Okay.
ALJ MALCOLM | think he just asked you whet her

rat epayers benefit from having CCAs.

THE W TNESS: | would say then the one --
that customers that are in the CCA are likely the ones
to benefit and the bundl ed customers are not deriving
any benefits fromthe CCA.

MR. FENN: Q But don't the bundled custoners
benefit from having the permanent option in the future,
to have recourse to CCA?

A  And to -- | would argue that to the extent
t hey choose to be served by CCA, then they would pay
t hose costs. But there may be bundl ed custonmers that
wi Il never have that option or never choose to take that
opti on. So | don't see --

Q Why would they never have the option?

A Because, potentially, wherever they're | ocated
deci des not to go to CCA.

Q But I'mjust saying, under the construction of
the statute, custoners shall be entitled to aggregate

their electrical | oads as menmbers of their | ocal

community -- with community choice aggregators, their
tentitlement is permanent; is it not?
MR. SZYMANSKI : Your Honor, | have just a

guesti on. M. Fenn started this |line of argunent --

guestioning with respect to some testinony that

PUBLI C UTI LI TIES COW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCO, CALI FORNI A




© 0O N O o b~ W DN Bk

N N D NN N N NN R B R B R B R R RpR
0o N o o M W N P O O 0o NOo 0o N - O

555

M. Magill sponsored in Exhibit 16 | believe, |lines 13,
14, dealing with financing al one. ' m not cl ear what
t he questions M. Fenn has asked have to do with
the financing of a | oan.

MR. FENN: Well, | was just responding to
the statement "There is no reason why bundl ed customers
shoul d be required to finance a |oan for CCAs."

Q MW point is that bundled customers, though in
a specific case not involved in a specific CCA, yet
under statute, have a permanent entitlement to
aggregate. So if it is in their interest to have that
resource, to have that option permanently even though
t hey are bundl ed service customers, doesn't that give
them an interest in financing a |loan for CCAs? And
havi ng other -- should they choose one day to aggregate
their | oads, to have recourse to this entitlement that
t hey woul d have these costs covered in order to

facilitate the process?

THE W TNESS: Well, | don't want --
MR. SZYMANSKI : | just want to make sure |'m cl ear
on what question is pending for this w tness. | heard a

mul tiple-part question in what you've just indicated.
If you'd like the witness to respond to it,
| would like to be clear on what question that is. So
if you would frame it, I will ask himto answer for you.
ALJ MALCOLM Assum ng bundl ed customers have a
permanent entitlement to aggregate, then...

MR. FENN: Q Then woul dn't even bundl ed service
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customers have an interest in preserving their own right
to forma community choi ce aggregation in the future as

a permanent recourse?

A | think as | just responded previously --
again, | don't want to get into what "entitlement"”
means. | know that there's other requirements within

the statute that the city has got to pass an ordinance

and there's a |l ot of other issues that have to be dealt
with prior to form ng a CCA. But if a customer is in a
CCA, then |I think they should pay. And |I think bundl ed
customers who are not in the CCA shouldn't be required

to pay. And again, they are not benefiting from

t he CCA.

Q But are they benefiting fromthe recourse to
CCA?

ALJ MALCOLM You know, | think you' ve asked this
guestion, M. Fenn. You could argue in your brief if
you believe there's a benefit derived fromthe statute
that's worth this financing provision. You can argue
t hat .

MR. FENN: OCkay. All right, your Honor. 11
move on.

Q Under statute, | guess it's 366.2 (c)(17):

An el ectrical corporation shal
recover fromthe community choice
aggregator any costs reasonably
attributable to the community

choi ce aggregator, as determ ned
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by the comm ssion, of inmplenmenting

the section, including, but not

l[imted to, all business

i nformati on system changes, except

for transaction-based costs as

determned [sic] in this

paragraph. Any costs not

reasonably attributable to a

community choice aggregator shal

be recovered from ratepayers, as

determ ned by the comm ssi on.

On the subject -- in this same subject of
first time costs, aren't first time costs inherent
costs to formng a permanent recourse for ratepayers
to i mpl ement CCA?

A | guess --

Q | nmean, that is, the changes --

You don't understand the question?

A Can you -- if you could rephrase it.

Q Well, here in the statute, it has indicated
any costs not reasonably attributable to a comunity
choi ce aggregator shall be recovered from ratepayers.
Not from a community choi ce aggregator, but from al
bundl ed service custoners.

A So am|l to understand that as you read this,
you're inserting your -- | don't want to say
interpreting, but you're taking a CCA to nmean a

particul ar CCA?
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Q Yes.

ALJ MALCOLM  The only question | heard was are
start up costs inherent.

MR. FENN: To create a permanent -- a systemto

facilitate a permanent entitlement to aggregating.

MR. SZYMANSKI : | don't understand, your Honor,
the termentitlement to an aggregate- -- because | don't
understand those -- that term nol ogy, |'m having trouble

understandi ng the question that is pending with this
wi t ness.

ALJ MALCOLM Can you rephrase the question? Can
you just say, Are there costs that San Diego nust incur
in order to implement CCA -- a CCA program I s that
what you want to know?

MR. FENN: Well, yeah. Yes, your Honor.

THE W TNESS: Yes, | think is the answer, if | --
there are costs that we need to incur to inplenment a CCA
program

MR. FENN: Q So these first time costs, doesn't
someone have to go up first time -- | mean, why are
the first time costs attributable to one CCA if the |aw
doesn't Ilimt when the CCA could be formed? It could be
formed any time in the future unless --

A  Well, our proposal is for the first CCA to
pay. Because, from our perspective, if there's only
one CCA, then they should pay.

Our proposal then goes on to say as other CCAs

form we will credit back to the original CCAs those
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costs. ]

Q So if Chula Vista forms a CCA, you will regard
t hat as having nothing -- as making no contribution to
the remai ni ng bundl ed service customers in San Di ego,
say?

A What --

MR. SZYMANSKI : Your Honor, objection. | don't
understand the question.

ALJ MALCOLM Are you going back to the issue of
benefits to bundl ed customers?

MR. FENN: Well, yes, | am | am not | eaving that
poi nt . | am just approaching it froma different angle,
which is on the subject of the first time costs, the
idea that only one m ght be formed and therefore those
customers shoul d pay.

MR. SZYMANSKI : If that is his question, he may
certainly state that to this witness, what woul d happen
if there were only 1 CCA. And | will happily have ny
wi t ness answer it. But if he has something else to ask,
| am not sure what that would be.

MR. FENN: | think I will drop it and nove on,
your Honor.

MR. SZYMANSKI : Your Honor, | would just like a
due process check. If I understood M. Fenn, he had
zero to 5 mnutes for my witness. And | would like to
have a revised estimate if that is not the case.

ALJ MALCOLM It's been half an hour.

MR. FENN: Ckay.
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ALJ MALCOLM | am trying not to enforce anybody's
esti mates because then everyone plays games with the
estimates, but | do need to manage the proceedi ng, and |
woul d i ke to move al ong here.

MR. FENN: Ckay. In fact, | believe that that
woul d conclude ny questions. Thank you, your Honor.

ALJ MALCOLM Thank you, M. Fenn.

s there any redirect?

MR. SZYMANSKI : May | please have a nonent off the
record?

ALJ MALCOLM Off the record.

(Off the record) off

ALJ MALCOLM Back on the record.

M. Szymanski, we had a discussion about
attorneys consulting with the witnesses on redirect
whil e you were Kibitzing.

MR. SZYMANSKI : Next time | would like to kibitz,
t 00.

Very briefly, your Honor.

REDI RECT EXAM NATI ON
BY MR. SZYMANSKI :

Q M. Mgill, ORA asked you a question that had
to do with the topics of both cost shifting and making
CCAs econom cal ly viable. Do you remenber a question
that sort of involved those two different concepts?

A Yes.

Q Isn't it your testinmony, as indicated in your

mar ked exhibits, that at a very mninmum there nmust be no

PUBLI C UTI LI TIES COW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCO, CALI FORNI A




© 0O N O o b~ W DN Bk

N N D NN N N NN R B R B R B R R RpR
0o N o o M W N P O O 0o NOo 0o N - O

561

cost shifting to bundl ed customers?
A That's correct.
Q Thank you. | have two ot her quick

clarifications.

You were asked by M. Huard, | believe, when a
customer becomes a CCA custoner. Do you recall that
guestion?

A Yes.

Q And isn't it the case that Ms. Osborne's
testinony deals nmuch more fully with that particul ar
i ssue?

A Yes, it does.

MR. HUARD: Your Honor, if | could clarify. That
was M. Fenn, not ne.

MR. REI GER: | think it was ne.

MR. HUARD: It wasn't me, anyway.

MR. SZYMANSKI : Thank you.

Q Ms. Osborne deals with questions dealing with
the transfer of customers and when customers beconme
customers of record of the CCA; is that correct?

A That's correct.

Q So the issues regarding the event of procuring
or delivering power for a potential CCA customer, the
clarification of when a customer becomes a CCA customer
is simlarly an issue that Ms. Osborne deals with with
regards to when a customer becomes a customer of record;
is that correct?

A  Yes. She deals with that in nuch greater

PUBLI C UTI LI TIES COW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCO, CALI FORNI A




© 0O N O o b~ W DN Bk

N NN NN NNNMNDNRR R PR R B B R R R
0o N o oM WN P O O 0N ok~ WON P O

562

detail .
MR. SZYMANSKI: Thank you. That's all | had.
ALJ MALCOLM Thank you, M. Szymanski .
Anybody recross?
(No response)
ALJ MALCOLM Thank you, M. Magill. You're
excused.
| think we will break now and reconvene at

1:00 o'clock. This is a good stopping place.

(Wher eupon, at the hour of _
11: 30 a.m, a recess was taken until 1:00

p.m)
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AFTERNOON SESSION - 1:02 P. M
x ok x x %

ALJ MALCOLM Pl ease come to order.

M. Szumanski, will you present your next
wi t ness.

MR. SZYMANSKI: Thank you, your Honor. SDG&E
calls to the stand M. Robert Hansen.

ROBERT HANSEN, called as a witness by

San Diego Gas & Electric Company, having

been sworn, testified as follows:

MR. SZYMANSKI: We would like to mark M. Hansen's
direct testimny, reply testimny, and rebuttal
testinony as the next three exhibits in this proceeding.

ALJ MALCOLM: All right. We will mark
M. Hansen's direct testinony as Exhibit 18.

(Exhibit No. 18 was mar ked for
identification.)

ALJ MALCOLM: His reply testinony as Exhibit 19.
(Exhibit No. 19 was mar ked for
identification.)

MR. SZYMANSKI: And his rebuttal testimny as

Exhi bit 20.
(Exhi bit No. 20 was mar ked for
identification.)

MR. SZYMANSKI : Thank you, your Honor.

DI RECT EXAM NATI ON
BY MR. SZYMANSKI :
Q M. Hansen, were these three docunments

prepared by you or under your supervision?
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A Yes, they were.
Q Do you have any changes, corrections, or

additions to any of these three docunents?

A Yes, | do. | do have several m nor numeri cal
corrections | need to make to ny rebuttal testinmony. I n
Table A, as shown on page 4 of the rebuttal, | would

i ke to change the numbers shown in Colum G for small
commercial and large C/l1 to reflect SDG&E's currently
effective PPP rates. So replace the nunber .00522 with
. 00670 and replace --

MR. HUARD: Sorry, we are on Table A?

THE W TNESS: Colum G, Small Commerci al .

MR. HUARD: On RWH-4, Exhibit 207

THE W TNESS: Yes.

MR. HUARD: So 00522 beconmes?

THE W TNESS: . 00680, and replace the nunber
. 00456 with .00614. Those rates would then reflect
SDG&E's currently effective.

ALJ MALCOLM: |'m sorry, could you do the second
one again?

THE W TNESS: It goes from .00456 to .00614.

ALJ MALCOLM: Thank you.

THE W TNESS: | have a sim | ar change on Table B
on page RWH-6 of the same exhibit. In those same two
nunber areas, | would |like to replace the nunber .00982

with .01140, and replace the nunmber .00916 with .01074.
The | ast numerical changes are Table C, a

sim | ar change as shown on page RWH-8 of the sanme
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exhi bit. Repl ace the number . 00522 with .00680, and
replace the nunber .00456 with .00614.

In my direct testinmny at page RWH-3, | would
like to delete the words on line 8, delete the words
"pro rata share of..."

Those are all the corrections | have.

MR. SZYMANSKI : Q Thank you, M. Hansen.

Wth those various changes, or corrections, do
t hese three docunments conprise your prepared testimny
in this proceeding?

A Yes.

Q To the extent the material contained therein
contains factual material, is it true and correct to the
best of your know edge?

A Yes.

Q And to the extent the material contained in
this prepared testinmony is -- reflects your opinions or
j udgenents, does it reflect your best opinions or
j udgenment s?

A Yes, it does.

Q You adopt this testinony today as your sworn
testinmony in this proceeding?

A Yes. Yes, | do.

MR. SZYMANSKI: Thank you. The witness is
avail able for cross-exam nati on.

ALJ MALCOLM: Thank you, M. Syzmanski .

M. Reiger, do you have any questions?

MR. REI GER: Yes, | do. Thank you, your Honor.
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CROSS- EXAM NATI ON
BY MR. REI GER:

Q Good afternoon. My name is Jason Reiger. ' m
representing ORA in this manner.

A Good afternoon.

Q I would like to start off by paraphrasing your
position, and tell me if |I'"m correct, regarding
i mpl ement ati on costs. San Diego Gas & Electric's
position is that the first CCA pays the inmplementation
costs up front, and the that CCA is reinbursed by
following CCAs to a share of those costs; is that
correct?

A Yes, that is generally correct.

Q M question is: Wuld San Di ego Gas &

El ectric be in charge of determ ning which CCA owes
whi ch CCA noney in that situation?

A | would think the utility has the information
to do that calcul ation, because the utility knows which
CCAs reimburse the utility initially, and they know
whi ch CCAs have subsequently been fornmed.

Q \What role of oversight do you see for the
Comm ssion, if any?

A | think the Comm ssion would have to approve
t he met hodol ogy in that process. It would probably also
be tariff | anguage that would have to be devel oped and
approved.

Q Can | ask you about |oad profiles generally.

And take a hypothetical situation where there is a CCA
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formed in Inland Valley with a peak year | oad profile
than the utility system average, but they still use that
system average in cal culating the CRS. My question is:
Woul d the remai ning bundl ed ratepayers be subsidi zing
the CCA's costs?

A | wouldn't call that a subsidy. | think that
is the way current rates are designed today. So unl ess
there is sone specific goal of having nore cost-based
rates for each CCA and each custoner type, | wouldn't
call that a subsidy or any nore subsidy than exists in
current rates.

Q Were you here when M. Bell took the stand?

A Yes, | was.

Q Do you recall his discussion about Southern
California Edison and San Diego Gas & Electric's

treatment of baseline and rate design?

A Yes, | generally recall that discussion.
Q And, as | recall, correct ne if you recall it
this way, he was -- generally he | ooked at it favorably

that they were moving away from generation rates in
regards to having that baseline treatnment. Do you
recall that?

A  Yes. He mentioned that in their future filing
they will be making such a proposal.

Q Do you support that trend?

A Yes. That is consistent with SDG&E's proposal
in this proceeding to elimnate rate distortions, or

price signals, that don't need to be in generation rates
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that could instead be in other rate conmponents.

Q How do you foresee SDG&E's proposal being
i mpl emented in that area?

A | think it is best described in ny rebuttal
testinony where | describe how generation rates could be
modi fied with the current rate differences by tier, and
subsi dies removed from generation and instead placed in
t he PPP charge. So, if you would |ike, we can go
t hrough that testimony in nore detail. But that is
really where it is described.

Q Do you have a view on how the technica
aspects of it that is in your testinmny would be
i mpl emented t hrough Comm ssion procedure?

A Procedurally I think the Comm ssion needs to
adopt the concept, and it would require a tariff filing
ultimately that the Comm ssion would have to approve.
SDG&E' s proposal woul dn't cause any overall rate changes
to bundl ed service rates. It still would have the same
total rate, but require recategorization of certain rate
differences in transm ssion -- not transm ssion, excuse
me, in generation and PPP. So it would require several
tariff changes that we would have to make to our tariffs
and file with the Conm ssion.

MR. SZYMANSKI: Just so the record is clear, would
you explain what PPP means?

THE W TNESS: Publ i c purpose program costs.

MR. SZYMANSKI : Thank you.

MR. REI GER: Q Do you object to using PG&E's
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scaled CRFs in the short term and then in the long term

have each 10U be slightly different?

A | don't disagree with the idea that utilities
can i mplement the concept differently. | think because
of utility-specific circumstances it m ght be advisable

to do it differently. But for SDG&E in particular, |
don't think we need to use PG&E's interim methodol ogy.
It would actually be more conmplicated for us to go with
a tiered CRS-type rate structure.

Q How quickly do you think you could inplement
your proposal ?

A It is probably nore of a procedural issue than
a system issue, because | think we've got systens that
are relatively flexible and can inplement our proposal
quite quickly. It is more of a procedural question of
how quickly we can get tariffs nmodified and changed.

Q Do you think you can inplement that before the
first CCAis ready to depart?

A Yes.

MR. REI GER: No further questions, your Honor.

ALJ MALCOLM: Thank you, M. Reiger.

M. Cono.

MR. COMO:. Your Honor, if it is all right with
you, we thought we could go in different order, and
M. Huard could go first?

ALJ MALCOLM Okay.

MR. HUARD: Thank you, your Honor.

CROSS- EXAM NATI ON
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BY MR. HUARD:

Q Good afternoon. My name is David Huard. [''m
appearing on behalf of the County of Los Angeles and the
City of Chula Vista.

A Good afternoon.

Q You were here during the cross-exam nation of
M. Magill, weren't you?

A Yes.

Q And you heard his deferring of basically
general rate design issues to you?

A Yes.

Q So what | would like to do is to get a one
time and one place from you an understandi ng of
basically the types of charges, the types of
proceedi ngs, whether they are set now or set in the
future, so that we have a picture of what at |east your
proposal would look like from a procedural standpoi nt
for assessing of costs, effectively rate design.

The first one is -- let me just make sure |'ve
got the categories of costs. | believe that we've

t al ked about transaction costs, we've tal ked about

i mpl ement ati on costs. If you could instead of nodding
say yes?
A Yes.

Q Thank you.
And the breakdown into another category which
was basically the CRS; is that correct?

A | remenber that discussion.
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Q The CRS has a number of subcategories?

A That is right.

Q And | believe it was deferred to you to give
the specifics as to what those subcategories are. Could
you recite them please?

A  Yes. Under SDG&E's proposal, we are proposing
to use Navigant's CCA-in/CCA-out methodol ogy, and that
met hodol ogy woul d be used to identify two conponents.
The first component would be the DWR power charge that
is associated with the DWR contracts, in a general
sense. There is also a conponent that would be
associated with the utility procurement cost. And it
woul d be separately identified under SDG&E's proposal
t hrough this CCA-in/ CCA-out methodol ogy.

The third conmponent would be a component to
identify any over- or under- -- excuse me, any over- or
undercol l ections that are due to the CCA customers at
the time they mgrate from bundl ed service customer.

Q In that latter category is that vintaging, or
is that your annual sort of open-season situation?

A The |l ast category is really which type of
over- or undercollections that exist in our normal
bal anci ng accounts.

Q Okay.

A For example, the ERRA account.

Q That is the true-up, then, that they've talked
about euphem stically?

A That is different. The ERRA account is
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associ ated with our procurement cost. That is al ways
either an over- or undercollection. We true that up
annually. And to the extent there is a true-up, those
costs should be assigned to a CCA customer al so.

Q You left off bond costs within that category.
You have DWR power charge, URG, over- and
undercol |l ection, and ERRA. Are you substituting CTC and
t he bond charge from CRS?

A Yes. The bond charge we are proposing as a
nonbypassabl e char ge. It is currently an unbundl ed rate
conponent. Under our proposal it would sinply be
applied to a CCA customer, so the applicability of the
bond would be simply changed to include CCA custoners.

The CTC charge would be designed in the
CCA-i n/ CCA- out met hodol ogy in total using a total
portfolio methodol ogy. And currently SDG&E has a CTC
charge that would be used as a reduction of the
i ndi fference amount .

Q That is an annual proceeding as well that is

i ncluded in the ERRA?

A In the future it will be an annual proceeding.
Currently -- we have not changed our CTC for several
years.

Q MWVhen will that annual proceeding begin, is

that effective for 20057
A "' m not sure of the timng of that. | believe
it is a late-year proceeding that starts annually.

Q For inplenmentation, is the inplementation
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charge, or charges, are they intended to be basically
t hose charges we referred to what the first mover or
first CCA would pay for program inmplementation as
separate from transactions involving customers?

A The actual conponents of what are included in
the up-front costs are probably better described by
wi t ness Osbor ne.

Q | know the details, but just fromthe
standpoi nt of conceptually, what is that intended to
coral in or otherwi se include?

A | mght mss some of the categories, but
conceptually it is the system changes associated with
billing changes.

Q So effectively start-up of the program?

A Generally | believe that is correct.

Q Under your proposal that would be assessed on
the first CCA that goes into operation, then
subsequently reduced, as you described in responses to
M . Reiger?

A That is correct.

Q If I remember correctly, on the transaction
costs, the rebuttal testimny again, you probably may
want to defer to Ms. Osborne on this, but if I remember
correctly, you are now not proposing specific charge
| evels for them other than just categories in
met hodol ogy. So you don't have a specific sense that
you are asking to be approved in this phase?

A | believe that is correct, and Ms. Osborne
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woul d be the better witness to ask that question.

Q So what I"'mtrying to -- if a CCA is |ooking
at what charges it may face, or forms of charges, and
t hen what proceedings those would be set in, it is
| ooking at transaction costs that would be subject to a
| ater phase of this proceeding, presumably?

A Presumably, that is correct.

Q Secondly, it is |looking at inplementation
costs that would be subject to, again, a final
determ nati on of what the cost methodol ogy would be in a
| ater phase of this proceedi ng?

A | believe that is correct.

Q And then on those, if it were in your service
territory, on those costs it would also then be | ooking
at some sort of true-up or proceeding at which time
anot her CCA enters the scene?

A | don't know that it would require a
proceedi ng, but just a methodol ogy would be established
to be able to flow back funds that are remtted from
other CCAs to the initial CCA.

Q Do you think it would be reasonable that the
first CCA wants to make sure it wasn't subsidizing the
second CCA.

A Certainly. You want the tariffs to explain
t hat met hodol ogy.

Q Then as to the DWR power charge or the
i ndi fference charge that we've tal ked about with regard

to the CRS, that would be subject to the annual
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proceedi ng associated with | ooking at DWR' s power
charge?

A Yes. That is our proposal to | ook at that
annual | y.

Q And that proceeding would also include the URG
costs and the over-, undercollection that you referred
to separate from the CTC?

A The over- or undercollection, which is really
a review of the utilities' accounting status, may not
need to be a part of that proceeding.

Q So that is potentially another proceeding
that -- | mean equivalent to basically account bal anci ng
type proceedi ng?

A That is right. It may not be a proceeding,
but nmore advice letter filing to provide information.

Q Then the CTC has an annual proceedi ng for
resetting, which at this time you don't know when that
is going to begin, but that is set to begin sonetime?

A That is correct.

Q The bond charge you propose to be
nonbypassable, will the bond change be adjusted at any
time?

A Yes. Annually the DWR | ooks at the bond
charge and it potentially can be adjusted annually.

Q Did Il mss anything?

A Probably.

(Laught er)
ALJ MALCOLM: | object.
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MR. HUARD: Q Part of this process is to
determ ne for the potential CCAs what it has to | ook at
for considering. So all that was a very good response,
can you answer it? Do you know of any others that |
woul d have del eted?

A Not specifically.

Q How does open season and vintaging then affect
t hese categories of expenses and proceedi ngs that we've
just tal ked about?

A  Well, under SDG&E's proposal, the open season
process would be the nmeans of acquiring the data from
the CCA and the comm tment of the CCA regarding the
timng and the | oad that would, | believe, flow into the
procurement proceeding.

Q That would go into the utility procurement
proceedi ng?

A | believe so.

Q Wuld that have an inmpact on the establishment
of the CRS for DWR power charge and URG costs?

A That data would also be used, | believe, to
establish the assunptions for doing the CCA-in/ CCA-out
cal cul ati ons.

Q That gets us to vintaging. How does
vintaging -- is vintaging still involved if you have an
annual open season or how does that then get
superi nposed over all of this?

A If the details are certainly not all resolved,

yet we propose the open season details be addressed in
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Phase 2, and also be coordinated with the procurenment
proceedi ng. So certainly I would be specul ating how it
woul d all fit together.

Q Bear with us; this is a rul emaking. | think
we are all speculating here.

Vi nt agi ng, you refer to vintaging as being

i nevitable under the assunption that new utility
procurenment contracts are included in the CRS
application. That is, | believe, in your rebuttal
testi nony at page 47
Yes.

Your reply testinmony?

> O >

Yes, | recall that statenment.

Q MWiat I"'mtrying to figure out is if it is
i nevitable, where is it going to hit?

A | think the vintaging piece would be in the
CCA CRS cal cul ati ons. So each year CCA-i n/ CCA- out
cal cul ati ons woul d be conducted, and the results would
be applicable to the CCA groups that are involved during
t hat open season process. So the open season process
each year and subsequent vintaged rates would be
est ablished each year, if there were CCAs that formed
t hat year.

Q Okay. So to go back a little bit, the open
season then would affect both the annual procurement
proceedi ng and then the CRS for the CCA-in/ CCA-out
calculation. Wuld either or both of them then also be

subject to sonme form of true-up or reconciliation?
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A  Yes. Under SDG&E's proposal, the CCA CRS
woul d be trued-up annually as part of the annual DA CRS
proceedi ng.

Q But the annual procurenment proceedi ng, since
it is not setting rates, would not necessarily have that
kind of true-up, would that be correct?

A That could be correct. "' m not quite sure
what the scope of those proceedings m ght be in the
future.

Q If we get into the vintaging, then we have the
CRS, which is subject to an annual true-up, would al so
then be subject to vintaging based on when a CCA cones
on. Would it also be affected by the change in | oad of
the CCA, | assume? Let's say the CCA grew, would that
al so affect vintaging?

A Potentially. ' m not quite sure how the
details of the open season process m ght be devel oped.
But potentially the CCA m ght submt some type of
revision to his proposal to reflect | oad growth.

Q Aren't there now nultiple categories of CRS
charges for different types of departing |oad customers?

A "' m not quite sure what you are referring to.

Q Let me try again.

Isn't there now a cal culation of CRS charges
for departing | oad associated with distributed
generation, municipal departing |oad, and direct access?

A | believe that is correct. There are slight

vari ations anong the cal cul ati on met hods for those types
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of customers.

Q So we are effectively adding then a fourth
category of, | guess, departing |oad customer, for |ack
of a better ternm?

A Certainly it is a different category and a
di fferent cal culation process.

Q Now we are tal king about in the proceeding in
which a CCA CRS woul d be determ ned associated with the
CDWR estimations, or the Navigant cal culation. W would
have four separate forms of cal cul ation of charges for
four different categories of departing |oad customers?

A There may be commonality anong these types of
customers that could be used to simplify the
cal cul ati ons. But | suspect there would be differences
t hat would have to be reflected in the cal cul ations
annual | y.

Q But you don't know what they are and you
haven't suggested any particular differentiation then?

A Not at this time point.

MR. HUARD: Your Honor, those are all the
questions of this wtness.

ALJ MALCOLM: Thank you, M. Huard.

M. Cono.
CROSS- EXAM NATI ON
BY MR. COMO:

Q Good afternoon. l'm Joe Como with the City

and County of San Francisco.

A Good afternoon.
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Q I would like to turn to your rebutta
testi mony, page RWH-1. On line 16 where you say that:

SDG&E' s position is that the cap

benefits should be applicable to

bundl ed service custonmers as well

as CCA custoners.

Do you see that? ]

A Yes, | do.

Q The benefits are already applicable to the
bundl ed service customers, are they not?

A Yes, they are, and they are also applicable to
all bundle customers. That includes current CCA
potential custonmers.

Q Then are you in any way suggesting that the
CCAs can adjust their own generation rate to give their
customers the same benefit as the bundl ed service
customers currently enjoy?

A No, that's not -- we are not envisioning that
a CCA could design its own generation rates. But
SDG&E' s proposal is intended to provide a price signa
that is easier to conpare to.

So if we renove comodity or
generation-related subsidies and rate distortions, it is
easier for a CCA or custoners to conpare their options.

Q Let's talk about rate distortions. On page
RWH-5 of your rebuttal testimony -- | apologize, | think
some of nmy line numbering is messed up -- but the

sentence says that if allowed by the Conm ssion, this
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| evel of commodity rate distortion will provide
significant price incentive for customers to bypass
SD&&E bundl ed service in favor of CCA service.

A Yes, | see that sentence.

Q Aren't you just noving a distortion from a
generation rate to a public purpose charge under your
proposal ? 1Isn't that just a different distortion?

A  Yes. It is the same price signal overall, but
it takes it out of the generation conponent, which is
t he basis of conmparison for CCAs versus bundl ed.

So when that component is that distortion is
removed from generation, it doesn't change the overal
subsi dy amounts or distortions. It just sinmply removes
it fromthe generation conponent.

Q Do you know what proportion of residential
consumption is in Tiers 1 and 2 within SDG&E's service?

A Approximately 70 to 75 percent.

Q And how much total revenue requirement comes
from T Tiers 1 and 2 as a percentage of their total
revenue requirement? Do you have any idea, roughly?

A | don't have a particular number in mnd for
t hat estimate.

Q Under your proposal in terms of shifting or
putting this surcharge in the public purpose program
t hat would actually drive the Tier 1 and Tier 2 rates
for that component actually negative, wouldn't it?

A That's correct. It is sinply providing the

subsidy in that rate category.
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Q On page RWH-3, line 4, you indicate that SDG&E
has not yet recovered all capping shortfalls other than
t he AB1X capping shortfall associated with SDG&E's 6.5
cent commodity rate cap. Under col | ections are currently
bei ng accrued and tracked.

Do you see that?

A Yes.

Q How much is that total at this point that is
bei ng accrued and tracked?

A | believe | provide an estimate of that in
testinony | think on page RWH-5 in Footnote No. 9.
note that the current AB1X amount is approximtely
$59 mllion per year. And with the current subsidies
t hat are being provided, rates are undercollecting by
approximately $80 mllion per year.

Q |Is there a total of the undercoll ection at
this point, though, roughly?

A Roughly, | think it's 50 or $60 m i on.

Q And is this an undercollection that applies to
SDG&E, or does it apply to PG&E or Edi son?

A | think the extent of it is nmuch greater for
SDG&E just because of the unique situation that SDG&E
had with these particular rate changes that have been
i mpl ement ed and have been rolled back since February 1,
2000. So | think SDG&E is in a unique situation
conpared to the other utilities.

Q Does either Edison or PG&E have a sim |l ar

account, an undercollection for AB1X surcharge funds?
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A | amnot sure if they have a sim |l ar account,
but they probably have met hods of tracking
under coll ections if one were to occur.

Q But you don't know of any undercollections for
either of the other utilities at this point?

A That's right.

Q So in terms of SDG&E's unique situation, this
is a problemthat's nore severe for SDG&E?

A That's correct.

Q In terms of this undercollection, why would
SDG&E propose that all the utilities adopt this
met hodol ogy?

A This is really a way to address it in the
| onger term. As | note, the duration of the AB1X cap is
not certainly clarified. It could be until 2013 or one
assumption m ght be 2022.

So in the long run if rates were capped at
current levels, it is likely that the same situation
could occur with other utility rates also, not just
SD&&E' s.

Q But it is currently not occurring with other
utility rates?

A That's right. | think it is particular to
SDG&E at this point, and | think that is another reason
why utility-specific circumstances should be consi dered.

Q You are suggesting putting this shortfall into
t he public purpose programrates; is that correct?

A That's correct.
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Q And do any of the other utilities have
shortfalls |ike that recovered in public purpose program
rates?

A Currently, | amnot sure if they do. | know
anot her category that we include with public purpose
progranms is the energy procurement charge that is
| ayered in with PPP charges currently. So it is not
unheard of to add additional conponents to the PPP
charges in tariffs separately identified, but for
billing purposes it is included with the PPP category.

Q Explain to me philosophically why the PPP
category versus a separate line item for instance.

A A separate line item would be anot her
possibility to have a colum of rates in our tariffs
t hat woul d have a new nonbypassabl e charge associ at ed
with these type subsidies. But for adm nistrative ease,
it seemed appropriate to include the PPP category, which
as | described, is entitled public purpose program
costs, even though it is not an AB 1890 type program
cost . lts purpose seenms simlar to the PPP category
conpared to other rate categories.

Q In terms of your concern with distortion of
price signals, the distortion of rates, | should say,
woul dn't the |l east distortion be a separate line itemif

your proposal was to be accepted?

A Overall it would provide the same price
signal . As we show in our tables, the price signa
remai ns unchanged from current rates. So on customer
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bills they would still see the sanme total rate per
kil owatt-hour per tier |evel. It is just really a
categorization of the cost in with PPP.

But as you nentioned, it could be described on
a separate line item but that would just be an
additional line item that may or may not be useful.

Q |If you are adjusting under your proposal, if
you are adjusting either distribution conmponent or the
public purpose charges component and applying that to
bundl ed customers and community choi ce aggregation
customers and potentially direct access customers but
not in this proceeding --

A That's correct.

Q -- wouldn't you in essence be raising rates
for all the customers to make up for this shortfall?

A No, because we haven't changed total rates for
bundl ed customers. So when you add up the nonconmmodity
piece with the generation conponent, you still have the
total rate that is unchanged.

So in sum we still would collect the sane
revenue from bundl ed customers.

Q Let me ask you, do you understand the issue of
cost shifting with regard to AB 117? W have discussed
it ad nauseum

A Yes.

Q Is that shortfall that was caused by AB1X,
say, treatment by SDG&E, what did you say, $60 mllion
approximately at this point, was that caused by AB 117
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noncost-shifting direction?

A | amnot quite sure | understand that
gquesti on.

Q Let me break it down.

AB1X passed and therefore under SDG&E's rate
treatment that resulted in a shortfall of AB1X surcharge
funds, correct?

A That's correct.

Q And you stated that the amount was at this
point a shortfall of about 60 mllion?

A It is approximately $80 mllion per year, but

| think the actual accrued amount up to this point is in

t hat nei ghborhood of approximately 60 mI1lion.
Q Wuld you say that shortfall is caused by
AB 1177
A No.
MR. SZYMANSKI : Clarification. Do you mean AB1X?

MR. COMO: No. AB 117.

THE W TNESS: No. Those customers are currently
bundled. So it's been accrued, as those custonmers are
bundl ed customers, not CCA-type custoners.

MR. COMO: Q Under AB 117, dependi ng on
definitions, | don't know how it is interpreted, the
basic gist is that there should not be cost shifting to
bundl ed rate custoners as a result of either community
choi ce aggregation or sonme activity in general?

A In general, that's correct.

Q And, of course, we will decide that as this
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proceedi ng goes on. But do you see this shortfall being
part of that cost shifting? Do you see this cost
shifting being inmplicated by that $60 mllion or

$80 mllion?

A | believe it is important to correct current
price distortion so it doesn't cause additional upward
pressure on bundled rates, but it hasn't necessarily
caused any cost shifting up to this point.

But rates need to be structured appropriately
to avoid any distortions or uneconomc inmplications due
to CCA.

Q But that is a situation that already exists
and is not as a result of community choice aggregation?

A That's right.

Q In terms of putting the AB1X surcharge into
bundl ed rates design, even though you are not changing
the overall cost to bundled service customers, woul dn't
you have to go through, say, a general rate case or some
rate design wi ndow to do that?

A  Yes. | believe for SDG&E it woul d be
appropriately addressed in a rate design w ndow. But |
t hi nk we need gui dance from the Conm ssion in this
proceeding to authorize us to make such a proposal so it
is not highly contested in a future rate design w ndow
where we would propose the actual tariff changes.

Q So I amnot sure |I follow what the connection
is with community choice aggregation for that piece, for

t he bundl ed service customers rate design change.
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A | think in this proceeding the Comm ssion
shoul d acknowl edge that rates in their current form
could cause uneconom ¢ deci sions by CCAs because of the
generation distortions. So | think it is important that
t he Comm ssion acknow edge that and address it in this
proceedi ng giving guidance on renmoving of those
generation price distortions.

Q But you couldn't -- in this proceeding you
couldn't affect the rate change and bundl ed service
customers' rates at this point?

A We couldn't change rates in this proceeding
wi t hout affecting total rates, as | mentioned. It is
just a recategorization of those costs to another
cat egory.

Overall, it would have no inmpact on bundl ed
rates. So potentially the Conmm ssion could adopt that
procedure and that process of nmoving those costs to a
PPP cat egory.

Q Aren't there customer groups |ike UCAN, for
instance, that would be interested in a rate design
change that are not part of this proceeding?

A | don't think they would be interested in this
aspect because it has no inpact on rates in total. | t
is just a categorization and nore of an accounting
process nmoving it from generation to PPP.

Q In terms of the nonbypassable nature within
your proposal of the public purpose program with

surcharge put in there, is that a bypassable charge to
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di stributed generation customers?

A | think it is nonbypassable only to the extent
ot her charges are nonbypassabl e. So certainly with
reduced usage, if it is not specifically identified as a
charge that must continue, it would be bypassable. I
think as it is today, if a customer reduces usage today,
he is bypassing the AB1X cost.

MR. COMO: Thank you, your Honor. That's all
have.

ALJ MALCOLM Thank you, M. Cono.

Ms. Grueneich

MS. GRUENEI CH: Thank you.

CROSS- EXAM NATI ON
BY MS. GRUENEI CH:

Q | am Dian Grueneich with the Local Government
Comm ssion Coalition. | do have a few questions.

| would like to follow up on sone of the
guestions that you were just asked.

As | understand it, under your proposal, what
you said was that you anticipated that UCAN woul d not
care about what's being done in this case because while
there would be a shift for bundled customers in their
charges from generation to the public purpose program
charge, there will be no impact on total rates. Did |
under stand your testinony?

A That's correct. It woul d have no inpact on
customer bills, but it would inmpact the amount of

dol l ars shown in the generation category versus the PPP
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cat egory.

Q Let me ask as a hypothetical. If in fact UCAN
did care about not just the total rates but the split in
charges between generation and PPP, does that mean they
shoul d be here today questioning you on it because, if
not, if your proposal were adopted as you put forth in
your testinony in this case, that would be a decision?

MR. SZYMANSKI : Your Honor, | would like to state
a concern, if not an objection.

This witness clearly doesn't know what and
doesn't have personal know edge regardi ng UCAN s
particular interest in any particular rate design
mat t er .

MS. GRUENEICH: That is why | stated it as a
hypot heti cal .

MR. SZYMANSKI : If we are tal king about UCAN in a
ki nd of general hypothetical sense and not a particul ar
party, then | think we can let the question go forward.

But certainly |I don't want to have any
m sunder st andi ng about whether this wi tness knows
anyt hi ng about UCAN s positions.

MS. GRUENEI CH: Q Let's say if a party, so let
me nodi fy, not have UCAN. If a party were concerned
about not just the total rate but the split between
generation and PPP, should they be in here today
addressing those concerns in guestions to you because
you are recommending in your testinony that in this

case, in this phase, the Comm ssion inmplement the change
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bet ween generation and PPP?

A Procedurally, I am not sure why they woul dn't
be here. But certainly it seems like if they are
interested in how we categorize our recovery of
revenues, that would be a point of interest.

Q So that the actual relief that you are
recommendi ng be adopted is a change on the bundl ed
customer side. As you said, not changing the total
rates, but in the nodification between the generation
and PPP charges?

A That's right. It would change how we
categorize recovery of certain costs.

Q And to go back to what | heard the rationale
for why it is in this case is because your belief is
that currently the generation portion of bundled rates
is inappropriately -- |1 want to make sure | get this --
too high and therefore gives a distorted cost signal to
potential CCAs?

A Certainly rates are subsidizing and other
rates are being highly subsidized in the generation
cat egory. So if you are a small wuse residenti al
customer you are seeing a very small generation charge
currently. That's due to offsetting cap mechani sm
adjustments being reflected in generation rates.

Q So | think the clarification you made is that
the current generation -- the current generation charge
in the rate is set artificially too |low and that could

give an inproper cost signal to potential CCAs, and that
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needs to be corrected in terms of the AB 117 rules?

A It's both: Current generation rates have a
very |low charge for baseline and a higher than average
charge for other nonexenmpt usage. So it's a conbination
of low rates and high rates. That's giving a price
signal that's maybe giving an uneconom c price signal to
CCA custoners.

Q Wuld you say the principle that you have just
espoused that the Comm ssion should review rates for
bundl ed customers to see if they are giving
i nappropriate cost signals to potential CCA should
extend beyond | ooking at the AB1X situation?

A | think it extends to all the generation
i ssues, certainly, because the generation category is
what's omtted froma CCA customer's bill. So to the
extent there's other generation rate distortions, |
think they are all inportant in this proceeding.

Q And that is something that should be revi ewed
in the context of this phase in the case?

A | believe it is important to have a correct
generation price signal before CCA is inplenented
because if you inmplement with distortions in the
generation rates, it could cause uneconom c deci sions by
CCAs and CCA customers.

Q For sone of these | think you have said that
no matter what the Comm ssion would set as policy in
this case it m ght take another proceeding, say a

general rate case, to inmplement that policy; is that
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correct?
A | mentioned either a rate design wi ndow or
maybe an advice letter filing that would address the

detailed tariff changes.

Q And is it SDG&E's position that prior to
commencement of CCA, those changes in the other cases
need to be inplemented?

A | think it is inmportant to correct the
generation price signals prior to inmplemented CCA. So |
believe that is inmportant.

Q Could we end up with fairly significant del ay
in the inmplementation of CCA if we have to go through
essentially another round of cases?

A Potentially it could be quite quick, at |east
in SDG&E's circunstance, an advice letter filing or a
rate design wi ndow that would be filed in November of
this year and inmplemented early '05. So potentially it
is on a faster track than the CCA proceeding.

Q But conversely, if we ended up with changes in
generation rates that were contested, could it also end
up del aying things?

MR. SZYMANSKI : Your Honor --

MS. GRUENEI CH: As a hypothetical .

MR. SZYMANSKI: This witness is reasonably
know edgeabl e with Comm ssi on procedures and del ays, but
| don't really understand the inmportance of asking ny
rate design w tness about Conm ssion procedures and what

m ght cause a delay and how much of a del ay.
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| can understand that there are other
proceedi ngs involved. And if the point is simply if
there are other issues that need to be considered before
CCA is implemented, that's a reasonable scope of the
guestion to ask about whether or not that needs to be --
whet her or not certain other proceedings need to take
pl ace before our proposal is adopted. But on the other
hand, asking about prospective delays and what m ght
cause a delay | don't think is -- and how that del ay
m ght be managed in terms of Comm ssion procedures,
advice letters, whatnot, | don't see that that is
particularly relevant and within the scope of our
wi tness' testinmony.

MS. GRUENEI CH: | do believe nmy question was
rel evant, that he gave as one exanple an advice letter
or rate design wi ndow that would institute a generation
change.

And ny question was a clear follow-up to that,
which is could there be other -- he has testified that
in his mnd one of the things the Conm ssion should | ook
at in this proceeding is changing generation charges
within rates, that they are sending an inproper cost
signal to potential CCAs. So nmy question went directly
to that testinony which is in his mnd with his
knowl edge of PUC proceedings is it possible that there
could be a delay in inplementation of CCA if in order to
acconmplish those other proceedings they were disputed.

ALJ MALCOLM It is an okay questi on. I f he
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doesn't understand sonme piece of Conm ssion procedure he
can say so.

MR. SZYMANSKI : OCkay, that's fine, your Honor.
Just when we talk about delay of this proceeding, |
don't know what a delay of this proceedi ng neans. If it
contenpl ates an expected i ssuance date or an
i mpl ement ati on date, it would be a delay. An extension
beyond some anticipated inplenmentation date, then |
don't think this witness nor his counsel know about it
at this point. So | don't understand --

ALJ MALCOLM It is a reasonable hypothetical. I
think she wasn't referring to a proceeding, a procedural
del ay, but a delay in inmplementation.

MR. SZYMANSKI : | see.

THE W TNESS: Generally, | think rate design
wi ndows occur on schedule quite quickly usually. But if
this issue were to beconme contentious, certainly there
could be other proceedings or issues that m ght become
i nvol ved. But | don't know what Kkind of delay that
m ght cause.

MS. GRUENEI CH: Q If I could turn to your
openi ng testinmony on page 7.

And on this page, particularly I think in
lines 18 through 21, you describe SDG&E's proposal for
t he open season and how that m ght -- how the results of
that m ght then be reflected in the CCA CRS. And | had
a couple of questions that | wanted to understand what

t he proposal was. ]
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So |'"mgoing to give you what | hope is an

easy hypothetical.

A Okay.

Q I'mgoing to start with CCA 1 and there's CCA
2.

A Okay.

Q And both of them give, during the open season,
a forecast of when they will begin CCA and what their
forecasted load is. And each of them predict -- make it
easy -- they're going to each have a | oad of
100 megawatts and they're each going to begin on January
1, 2006. So in ny hypothetical, CCA 1 and CCA 2 are
identical: hundred megawatts each, January 1, 2006.

A MM hnm.

Q CCA 1 follows through on their comm tment and
their actual results say at the end of 2006 are
consi stent with what their forecast was. They've ended
up with a peak demand of 100 negawatts and they started
on January 1st.

A Yes.

Q Okay. For CCA 2, they did start on
January 1st, but it turns out that their | oads were
hal f: 50 megawatts, to make it easy.

A Okay.

Q Could you, using that hypothetical, take nme
t hrough, under SDG&E's proposal, what would happen to
the CCA CRS if you can.

A Certainly. The details of the true-up process
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and the open season have not been fully resolved. But
SDG&E' s proposal is relatively sinple in that we're
proposing to treat all CCAs that were participants in
t hat open season as a group. So it's a CCA group.

Q And | apologize for interrupting. But to make
this very easy, let's assune that the only participants
were CCA 1 and CCA 2.

A  Yes. So under SDG&E's proposal, it's treated
from-- as a group from the begi nning. So the true-up
process would treat the |oad as one group of |oad and
the nom nations would be aggregated into one nom nation
for that CCA group. So SDG&E's intent is primarily to

determ ne the revenue requirements for that CCA group

that would flow into the CRS cal cul ati ons. It's not to
di stingui sh among -- one CCA versus another CCA within
t he group.

To the extent there needs to be a nore
conplicated true-up mechani sm anong the CCA participants
in the group, that's beyond the scope of our proposal.

Q If I could just have one m nute. | thought
that there was something on this page that had ne
cause -- made nme pause.

Let's assume in ny hypothetical that instead
of CCA 2 being only 50 nmegawatts, it was 150 megawatts
in actuality.

A Okay.
Q And that SDG&E had 50 megawatts of surplus
power then. This is very sinplistic. But if you think
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about -- its forecast had been only a hundred nmegawatts
of customers would | eave; for whatever reason, 150 left.
SDG&E had procured 50 megawatts. Let's further assune

t hat SDG&E sold it on the market and there was a | oss.
So we've ended up with an additional cost as a result of
a m sforecast by the CCA -- by CCA 2. Iln nmy

hypot hetical, CCA 1 was right on the nmoney.

When it comes time to do the CRS cal cul ati ons,
under SDG&E's proposal, would CCA 1 and CCA 2 end up
payi ng the same CRS, even though one was on the noney
and one had a significant difference in their
cal cul ati ons?

A Yes. Certainly, the details are not resolved,
but under the nost sinplified proposal that we're
presenting, yeah, it's treated as a group. So it
doesn't matter that one CCA was higher than the other.
They're treated as a group for purposes of the true-up.
And that ensures that we can still recover the anount of
revenue that we need to keep bundl ed customers whol e.
But as | think you're alluding, it doesn't necessarily
true-up one CCA to another CCA.

Q Do you believe that AB 117 requires any
protection against cost shifting as between CCA
customers?

A  I'"mnot quite sure how it would require
the cost shifting interpretation for CCAs. But the way
we've interpreted it for our purposes in our proposal is

t he avoided cost shifting to bundled customers. So
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we're ensuring the revenue that we need to collect from
CCAs is flowed back to bundled custoners. But
certainly, we haven't addressed the potential for
cost-shift from one CCA to another.

Q | have a question about your rebuttal
testimony, and | think it's table B on page 6.

A Okay.

Q As | understand it, under the proposal --
| ooking at column G which is the PPP, or public purpose
program what SDG&E is proposing, |ooking at Footnote 12
on that page, is that in addition to the current PPP
rate and the current procurement energy efficiency
surcharge that would also be included within that PPP
surcharge would be the AB 1X credits and surcharges; am
| correct?

A That's correct. It includes the credits and
surcharges that were shown in table A in Colum J.

Q Wuldn't you need, at a mninmum a new nanme
for that to distinguish it that it was no | onger just
t he public purpose program charge?

A There m ght be a nore descriptive nanme. But
as we -- as | noted, we also added procurement energy
efficiency surcharge rate to it and we didn't change
t he nane.

Q Actually, I had a question on that. \Where is
the current procurement energy efficiency surcharge rate
shown?

A It's shown on each rate schedul e as a
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footnote, but it's included with the PPP surcharges.

Q So it's currently included in the PPP charges
on the customer bill?

A Yes, as a separately identified surcharge.

Q In making this proposal where the AB 1X
credits and surcharges would be rolled in with the PPP
charge, did you do any research as to whether the
Comm ssion in its decisions or |legislation requires
the PPP charge to be identified separately on customer
bills?

A | think there is a requirement to identify a
line item PPP Charge. And | think the Conm ssion's also
deci ded that other conponents can be included with it
with the recent inmplementation of other surcharges al ong
with it. But it does need to be as a separate line item
cal | ed PPP.

Q Wuld SDG&E have any objection to having a --
the AB 1X credit and surcharge separated out so that
customers could clearly distinguish between one portion
of their bill is for the public purpose prograns and
what portion m ght be for the AB 1X?

A That would be an additional line item on
a customer's bill, but it's possible. But |'m not sure
what type system changes that m ght entail.

Q | guess what I'mtrying to get to, was there a
specific policy reason why -- is there a specific policy
reason that SDG&E has for why it would not item ze
separately the AB 1X and the PPP charges?
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A No. | don't think there's any particul ar
policy reason. lt's just for adm nistrative purposes,
it was included with that category. That seemed npbst
appropriate.

Q If I could ask you to turn to page 16, also in
your rebuttal testinmony. And on lines 12 through 16 you
state the CCA customer will be subject to the CCA CRS
that includes the followi ng conmponents: t he DWR power
charge conponent, the utility procurement charge
component, and the undercollection conmponent; those
three itens.

Could you clarify for me what you mean when
you refer to the undercollection charge conponent?

A Yes. As | described earlier, it's the over-
or undercollections that exist in SDG&E's bal anci ng
accounts at the time a CCA customer m grates from
bundl ed service custoners.

So it's -- an exanmple would be SDG&E's ERRA
account, which would either have an over- or an
undercol l ection at the time a customer m grates.

Q So would this be a specific customer charge or
woul d this be a charge that SDG&E had determ ned was
applicable to the universe of CCA customers?

A This charge, again, | think would need to be
vi nt aged because it depends on when the custonmer
m grates fromutility service. The ERRA could be
overcol | ected one year or it could be undercollected in

subsequent years, so that conponent could be either a
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credit or a charge.

Q For each --

A For each --

Q -- CCA customer?

A Each CCA group that elects to mgrate from
bundl ed service in a particular year.

Q Okay. | apol ogi ze. | may have m ssed this
entirely.

s this the charge that's established as

a result of whatever end up being rules on what we've
referred to in this proceeding as new world procurement

and vintaging?

A No.

Q Okay.

A  No. This is sinply account bal ances that
exist at the time a customer mgrates fromutility
service.

Q Then could you just give me an exanple of what

m ght have led to these account bal ances, just one

exanpl e.
A  Yes. I n our ERRA account, which is our energy
account that's associated with energy procurement, it's

al nost al ways going to be either an over- or
undercol l ection at the end of the year. And to the
extent it is an over- or undercollection, that amount is
carried forward to subsequent calculations. And if a
customer mgrates from bundl ed service at a particul ar

time, that custonmer is either credited or should be
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charged if there's an undercollection in that account.

So it's sinply an account that currently
exists that tracks over- or undercollections that CCA
customers should be either responsible for as a credit
or charge.

Q Have you had a chance to review the DWR
testinony in this proceeding that we've marked as
Exhibit 1? And that's the prepared testinmny of James
Mc Mahon.

A Yes.

Q Do you happen to have a copy with you?

' m | ooking at page 14 which is their Table 1.

A | don't seemto have a copy of it.
MS. GRUENEI CH: By any chance, M. Szymanski, is
there a copy around? | nyself am borrow ng one.

ALJ MALCOLM Let's go off the record.
(Off the record)

ALJ MALCOLM  Back on the record.

MS. GRUENEI CH: Q I'"mlooking at Exhibit 1, page
14. Do you recall having seen this table before?

A  Yes.

Q And if | could direct your attention to
Footnote 7, down at the bottom of the page, it states
that these indifference rates include only CTC and DWR
power conponents.

A | see that.

Q And I'd like to, with that in m nd, have you

recall your testinmony in your rebuttal testinony on page
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16, where you had said that the CRS would include

the foll owing conponents of the DWR power charge
component, the utility procurement charge conmponent, and
an undercoll ection charge conponent .

Am | correct that in SDG&E's proposal you
woul d put the CTC in the unbundled rate category and
that in contrast under DWR' s proposal they would include
the CTC in the indifference rate?

A Under SDG&E's proposal, the currently
effective CTC would be subtracted out from
the indifference amount. But the ampunt that remains
woul d be the inmpact on CTCs that would be pertinent to a
CCA customer. So if the CCA mgration had an inpact on
CTCs, that would be contained in the indifference amunt
but the CCA would continue to pay the current
nonbypassabl e CTC charge that exists on tariffs today.

Q And when you say it would be in
the indifference anount, which of the charges that are
listed on page 16 of your testinmony would that item show
up in? The CRS charges, as | understand.

A | believe it would be in the utility
procurement conponent. In the cal cul ati on of
t he CCA-i n/ CCA- out met hodol ogy, it would | ook at the
total cost differences in that category. And after
subtracting out our current CTC rates, what is |left
woul d be the procurenment cost that would include
t he i npact on CTCs.

It's not specifically identified, but it's

PUBLI C UTI LI TIES COW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCO, CALI FORNI A




© 0O N O o b~ W DN Bk

N N D NN N N NN R B R B R B R R RpR
0o N o o M W N P O O 0o NOo 0o N - O

605

part of the total portfolio methodol ogy.

Q So a CCA customer would be paying the same CTC
that a bundled customer would be paying and it would
al so pay the CTC inpact portion as calculated in
the in/out methodol ogy and that would be included under
the utility procurement charge?

A Yes.

Q Do you know if SDG&E's proposal for
the treatment of CTC that we've just described is
the sane as the treatment of CTC in DWR' s indifference
rate?

A | believe it is consistent. Even though it's
not separately identified in that proceeding as a
utility procurement conponent, it's all handled as one
cal culation. And then SD&&E's current CTC rate is used
in that cal cul ation.

Q | understand you just said consistent. Wy
guestion was, is it the same. And specifically, under
t he met hodol ogy that DWR has, do you know whet her they
have both a CTC that's included within the indifference
rate and the CCA custoner being charged a separate CTC
charge?

A | believe it's the same because they use a
total portfolio methodology in determ ning the total
indifference rates, and the SDG&E's current CTC rate is
t hen subtracted.

MS. GRUENEI CH: Okay. Those are all the questions

| have, your Honor.
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ALJ MALCOLM: Thank you.
We'll be in recess until 2:30.
(Recess taken)
ALJ MALCOLM Back on the record.
M. Fenn.
MR. FENN: Thank you, your Honor.
CROSS- EXAM NATI ON
BY MR. FENN:
Q Hello. | *m Paul Fenn with Local Power.
A Good afternoon.
Q You mentioned in your reply testimny RWH-2,
lines 1 to 9, in response to the ORA's recomendati on
t hat CCAs should pay the full CRS every year and further
contendi ng that by paying the full CRS every year there
woul d be no need for true-up amounts, you indicated that
a true-up would nevertheless be required.

Do you believe that there's any inconsistency
with the true-up and the provisions authorizing or
requiring that a CRS be established prior to any CCA
furnishing electricity?

"Il refer to you the statute which is
366.2(c)(8):

No entity proposing community

choi ce aggregation shall act to

furnish electricity to electricity

consumers within its boundaries

until the comm ssion determ nes

the cost-recovery that nust be
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paid by the customers of that

proposed comunity choice

aggregati on program as provided

for in subdivisions (d),(e), and

(f).

So my question to clarify my question,
doesn't this | anguage require that prior to initiation
of service, that the cost recovery nust be paid --
that the Conmm ssion nust determ ne the cost recovery
to be paid?

A | think the Comm ssion does need to clarify
how t hat process will work. But | think the true-up
process satisfies another aspect of AB 117 regarding
cost shifting. So certainly they need to weigh al
t he provisions of AB 117.

Q | understand that there are other provisions
of that statute that are relevant, but this is
the section that introduces subdivisions (d), (e), and

(f), and those are the sections in the code that deal

with undercollections, DWR, and then utility
procurement. And here it's saying that a CCA cannot
furnish electricity until the Comm ssion has determ ned

the cost recovery that nmust be paid.

| guess what |'m asking you is doesn't that
mean that a specific charge -- or does that -- do you
believe that it does not require that a charge be
identified by the Comm ssion?

A | think the only way it can work is if the
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Comm ssi on approves a -- maybe an initial charge and a
process for truing-up.
Q Thank you.

The second question relates to the whole
subj ect of CCA-specific |load factors and adjustments to
the CRS. And we have had substantial discussion of
vari ations from weat her. | don't really want to go back
to that subject about whether or not the weather-based
| oad factors should be used to adjust the CRS. But
anot her pernutation arises anong cities that are now
attempting to i nmplement community choice, particularly
t hat pursuant to Section 381.1 within AB 117, community
choi ce aggregators are authorized to inmplement energy
efficiency prograns. In those programs, the peak | oads
are the first target for energy efficiency programs.

So let's say for example in San Francisco,
they're proposing the 360- megawatt project that wil
have a very significant inpact on their peak | oads.

So the question is, apart from weat her
variations, if a CCA were to establish a comunity
choice program under one CRS that was, say, based upon
your system average |oad factor, but then go through a
10-year process of dramatically reducing their peak | oad
requi rements, and at the term nation of that contract,
then initiated a second contract under now significantly
changed conditions, do you believe that CRS | oad factors
t hat have been shaped through the policies of a CCA

shoul d not be reflected in the subsequent CRS?
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A "' m not sure | understand the entire question.
But under SDG&E's proposal, the sanme |oad factor would
be used because | think our intent is that we need to
keep bundl ed customers indifferent.

So if we would continually modify the | oad
profiles, that could have an inmpact on bundled rates,
whi ch woul dn't be allowed under AB 117 either.

Q But in this case, wouldn't there also be a
savings in the sense that -- and San Francisco has a
peak | oad of 850 nmegawatts and a basel oad of 650
megawatts. So if they renoved all their peak and they
were just straight-based, 650 all the way around,
woul dn't that reduction which they have caused create a
benefit to bundled service custonmers that should be
reflected in the CRS?

A That's not our proposal that we would
i ncorporate those type of benefits.

Q But do you believe that that benefit would be
pal pabl e; would recogni ze?

A It may flow through in the CCA-in/CCA-out
met hodol ogy. To the extent there is reduced cost based
on future | oad shapes, there could be benefits passed
t hrough that means to CCA custoners.

Q But you would propose that a CCA like
San Francisco that had virtually perfected its | oad
profile should not receive any CRS benefit as a result
of achieving that outcome?

A At least in this proceeding, we haven't
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proposed any met hodol ogy, nore refinenment to
Cross-subsidies that m ght exist among customers with
different type load profiles. So at |east in SDG&E's
proposal, we haven't proposed methods to address them

MR. FENN: Thank you, M. Hansen. | have no
further questions.

ALJ MALCOLM Thank you, M. Fenn.

MR. SZYMANSKI : May | just have a nmoment off the
record?

ALJ MALCOLM Sure. Off the record.

(Off the record)

ALJ MALCOLM Back on the record.

MR. SZYMANSKI : Your Honor, SDG&E has just a
coupl e of redirect questions, please.

REDI RECT EXAM NATI ON

BY MR. SZYMANSKI :

Q Your Honor -- excuse ne.

M. Hansen, you were asked a hypothetical a
little bit earlier that dealt with the issue of cost
shifting between CCAs. Do you recall that hypothetical ?

A Yes, | do.

Q Does the outcome of that hypothetical affect
SDG&E' s proposal regarding the open season?

A No, it doesn't.

| think our open season proposal was intended
to establish commtments and | oad forecasts from CCAs,
and it doesn't inmpact that proposal.

Q That proposal deals squarely with the
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protecting of bundled customers from procurenent
deci sions that can be made outside of the utility; is
t hat correct?

A That's correct.

Q And isn't it true that issues of cost shifting
bet ween CCAs could be potentially dealt with in Phase 2
along with other aspects of the open season proposal ?

A That's correct. ]

Q Thank you.

Next | wanted to discuss with you some issues

that were raised regarding the contents of your
testi nony, and whether certain proposals regarding the
| ocation of a nonbypassable charge were within the scope
of this proceeding. And | wanted to ask you about a
coupl e of aspects of the Novenmber 26th, 2003, scoping
meno in this case.

Specifically there is the follow ng | anguage
on page 5 it says -- pardon ne, it is page 3. It says:
Phase 1 will address the follow ng

i ssues, number one, the cost

responsi bl e surcharge, cost

el ements that should be included

in this surcharge in fulfill ment

of AB 117; allocation of

responsibility for the cost and

whet her they are nonbypassabl e.

s it your view that your proposal, as it

relates to nonbypassabl e charges in avoi dance of
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econom ¢ distortions in generation rates, falls within
the scope of this proceeding as it relates to the
| anguage | just read?

A  Yes. | think it is related to that aspect of
removi ng generation distortions into nonbypassable
conponents.

Q Furthermore, on the same page it continues, it
says:

Phase 1 will address the follow ng

i ssues, number two, the CRS

exemption for baseline residential

customers - whether the utilities

shoul d pass along these subsidies

to CCA customers and, if so, how

to accomplish that.

M. Hansen, doesn't your proposal propose
exactly how to acconmplish the issue of subsidies and
the | ocation of the nonbypassable charge so as to
avoid various economc distortions to SDG&E customers?

A Yes, it does.

Q So it is your view as an expert in this matter
that these matters are squarely within the scope of this
proceedi ng?

A Yes.

Q And that your proposal falls within the scope
of this proceedi ng?

A Yes.

Q And last you were asked some questions by
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M. Compo regarding the nature of the nonbypassabl e
charge and reasons why the nonbypassabl e charge woul d be
associ ated with the SDG&E PPP charge. Do you recal

some of those questions?

A Yes, | do.
Q Is it your proposal that the |location of the
nonbypassabl e charge be applied to any other utility

ot her than SDG&E?

A It is specific to SDG&E, since we may be in a
uni que situation regarding AB 1X, and certainly not
required to be applied to the other utilities.

Q And is it the case that avoiding the econom c
di stortions that you talk about in your testimny can be
addressed nost efficiently by associating those
nonbypassabl e charges with other nonbypassabl e charges,
or separately listing them so that we remove the effect
of an econom c distortion in SDG&E's generation rates?

A Yes. That is SDG&E's proposal to nove it from
generation category to the PPP category, which is
typically called nonbypassabl e conponent.

Q But the location of that nonbypassabl e charge
associ ated with the AB 1X subsidy need not be applied to
Edi son, or PG&E, and yet should be applied generally --
let me start over.

Isn't it the case that the nonbypassability of
that charge is a separate question from where that
charge should be |l ocated in customers' rates?

A That is correct. It is not as inmportant where
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it is located as it is that it be a nonbypassabl e
component .
MR. SZYMANSKI: Thank you. That concludes ny

redirect.

ALJ MALCOLM: Thank you, M. Szymanski . s there

the any recross? No.
Thank you, M. Hansen, you are excused.
THE W TNESS: Thank you.
ALJ MALCOLM: M. Szymanski, you may present
Di ego’'s next witness.
MR. SZYMANSKI: Thank you, your Honor. SDG&E
calls to the stand Ms. Dawn Osborne.
ALJ MALCOLM: Good afternoon.
DAWN OSBORNE, called as a witness by

San Diego Gas & Electric Company, having
been sworn, testified as follows:

ALJ MALCOLM: Thank you.
MR. SZYMANSKI: Thank you, Judge Mal colm
At this time SDG&E would like to mark Ms.
Osborne's testimony, reply testimny, and rebuttal
testimony served in this proceeding.
ALJ MALCOLM: All right. We will mark
Ms. Osborne's direct testinony as Exhibit 21.
(Exhibit No. 21 was mar ked for
identification.)
ALJ MALCOLM: Her reply testinmony as Exhibit

(Exhibit No. 22 was mar ked for
identification.)

ALJ MALCOLM: And her rebuttal testimny as

San

22.
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Exhi bit 23.
(Exhibit No. 23 was mar ked for
identification.)

MR. SZYMANSKI : Thank you.

DI RECT EXAM NATI ON
BY MR. SZYMANSKI :

Q Ms. Osborne, was the testinmony just identified
prepared by you or under your supervision?

A Yes.

Q Do you have any changes, corrections, or
clarifications you would like to make to any of these
document s?

A Yes, | do have a few.

Q Please proceed.

A Okay. In my direct, on page 6, line 4, |
woul d i ke to take out parenthetical "(also referred to
as recurring)." So the sentence would just read
"transactional costs."

On page 7, line 14, | would like to add the
word "a" so the sentence would read:

Provide this information for any

customer account with a demand

over 500 kW

Page 9, line 16, | would like to replace
"applicable” with "estimated." So after the comm it
woul d read "then the estimted charge."”

MR. HUARD: You are on page 97

THE W TNESS: | am
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MR. HUARD: Line 167

THE W TNESS: l'm sorry, line 6.

MR. HUARD: Can you try again, because you said
"16."

THE W TNESS: |'m sorry. After the comma |'m
going to replace "applicable” with "estimated." So
after the comm it would read, "then the esti mated
charge."

My next change would be on page 19, line 3,
after the word "aggregated,"” add "and account specific."”
So that would read:

A one-time fee to provide the

aggregated and account-specific

data. . .

In my testinmony, page 1, line 17, replace
the word "cost” with "activities." So that |ine would
read:

Necessary to provide or respond to

CCA activities and exclude any

activities that are already

i ncl uded.

And the |l ast change is in ny rebuttal, page
5, line 16, and | would like to replace "passed onto"
to read "shared with." So it would be:

Revenue requirenment woul d
ultimately be shared with al
rat epayers.

MR. HUARD: |'"m sorry to do this to you again,
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t hat was your rebutt
THE W TNESS:

ALJ MALCOLM:

Let's go off

(Of f
ALJ MALCOLM:
MR. SZYMANSKI :
changes t hat
testinony?

A Yes.

Q And to the extent

factual assertions,
t hey true and
A Yes.
Q And
j udgment s,
j udgment s?
A Yes.
Q And
sworn testimony in t

A Yes.
MR. SZYMANSKI :

you propose to make to your

correct

to the extent

do they contain your

you adopt

al at page 5, line 16?
Yes.
That is what | have.

the record.

the record)

Back on the record.
Q Do those changes conclude the

prepar ed

t hese documents contain
reflect --
knowl edge?

did these assertions are

to the best of your
t hese documents contain

best professional

this prepared testinmony as your

his proceedi ng?

Thank you. Ms. Osborne is

avail able for cross-exam nati on.
ALJ MALCOLM: Thank you.
M. Reiger.
MR. RElI GER: Thank you, your Honor.

BY MR. REI GER:

CROSS- EXAM NATI ON
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Q Good afternoon. ' m Jason Rei ger. ' m
representi ng ORA.

A Good afternoon.

Q | have a sinple question: When does a person
or business become a CCA customer?

A We would agree with SCE and PG&E that the
customer beconmes a CCA customer at the time that the
account switches over. So that would be at the point
that the CCA starts providing energy to that custoner.

Q |Is that before, during, or after the opt-out
period?

A The opt-out period actually extends both
before and after. There are two notifications required
before the account switches or before the account can
automatically be enrolled and notifications contain
opt -out requirenments. After the account switched, there
is an additional two notices required by AB 117 t hat
al so include opt out requirements.

MR. REI GER: Thank you. No further questions.

ALJ MALCOLM: Thank you, M. Reiger.

M. Como, would you like M. Huard to go next?

MR. COMO: l'm sorry, | was talking over here.
MR. RElI GER: We're done.
MR. COMO: M. Reiger is done. | don't have any

guestions for Ms. Osborne, your Honor.
MS. GRUENI CH: No questions, your Honor.
ALJ MALCOLM: M. Huard.
MR. HUARD: Thank you, your Honor.

PUBLI C UTI LI TIES COW SSI ON, STATE OF CALI FORNI A
SAN FRANCI SCO, CALI FORNI A




© 0O N O o b~ W DN Bk

N N D NN N N NN R B R B R B R R RpR
0o N o o M W N P O O 0o NOo 0o N - O

619

CROSS- EXAM NATI ON
BY MR. HUARD:
Q M. Osborne, how are you?
A Good afternoon.
Q |I'm David Huard. ' m representing the County
of Los Angeles and the City of Chula Vista?
Could I get you -- first of all, in your reply

testi nony on page 1 --

A Yes.
Q ~-- in a sentence that you've now revised at
t he beginning of line 16 you define incremental costs.

And you go on to say at line 18 that:
No such increnental costs are
associ ated with the inplenmentation

of CCA currently in SDG&E's rates.

A Yes.
Q Is that then inconsistent with the rebutta
testimony at page 1, line 17, that tal ked about SDG&E

currently reads meters each nonth, et cetera, so that
there are certain activities that are not incremental
t hat woul d be associated with CCA customers?

A  No, | don't see it as inconsistent. The reply
testinony on page 1 was speaking of incremental costs.
Those are the costs that basically the transacti onal
fees are based on. The rebuttal testinony on line 17 is
tal ki ng about the activities that are currently included
in SDG&E's base rates, such as reading neters.

Q So the -- in your Attachnment A that has been
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revi sed, you have transactional charges then the
differences, at least as | understand it, if there are
no transacti onal charges associated then with nmeter

readi ng, unless there is special meter instructions, and
that is part of your base rate?

A For SDG&E that is the case.

Q Going back to your direct testinmny at page 5
basically line 1, you' ve got:

An inportant elenment of an

exception fee is that it be higher

than the CCA's own cost so the CCA

is discouraged from consi dering

the fees as merely an acceptabl e

cost of doing business.

Did you vary your methodol ogy in
establishing fees, exception fees, with that sentence
in mnd?

A \VWhen we | ook at our exception fees that have
been identified in our fee worksheet attachment, those
fees, for the nost part, represent the cost for SDG&E to
supply the service to the customer. And there is one
fee in particular which is the |late fee, that is based
not on the actual cost, but based on basically market
price, as |I've indicated in this testimny, which is a
commonly charged | ate fee.

So the intent is to ensure that CCAs, or ESPs,
are not inclined to be late on their payments in essence

using the utility's funds which could be cheaper than
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their own funds of going out and accruing financing.

Q |Is there only then that one exception fee that
is designed in that regard? | assunme that there are
more than one exception fees, based on your table?

A  Uh- huh,

Q Are any others affected simlarly that is
pegged to market to di scourage what you consi der
activities?

A Right. This is the only one that is pegged
mar ket .

Q Are there any others that vary from costs to
add an el enment of discouragenment that you phrased there?

A They are based on our costs. All exception
fees do have an exception fee overhead built into the
cal culation. And that overhead is to take into
consi deration the unexpected nature of the activity. | t
creates inefficiency. Quite often things need to be
handl ed out of the normal routine, which may require
overtime. So that overhead is to basically conpensate
for those additional costs. W still -- it is a
cost-based activity.

Q How did you project then the special cost or
t he special overhead for the exception fees? What kind
of met hodol ogy did you use to come up with that? Did
you measure, for instance, the nunmber of overtime hours
that were spent on exception fee areas for direct access
customers?

A It is extremely hard to quantify that. So we
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used proxy based on our authorized rate of return.

Q Do you want to explain that? What do you mean
you used proxy?

A We used a proxy overhead which is based on
aut horized rate of return.

Q | didn't understand that at all. How does
your rate of return relate to a fee charge?

A It was just an estimate that, in fact, we felt
t hat that was an appropriate proxy as far as those
are -- those are -- those particular activities create
extra costs for the conmpany. It is very hard to track
t hose types of costs. So the proxy is basically our --
the dollars that we would expect to have on hand for
doi ng business, that in fact the exception activities
have i nposed an extra cost on us. So we felt it was
probably just an appropriate proxy.

Q Is it a multiplier, is it a percent per
activity?

A It is a percent on the cost.

Q So you take the cost and multiply it by your

aut hori zed rate of return?

A Yes.
Q Is that overall rate of return, rate of return
equity, rate of return -- which one of your rates of

return did you use?
A Let nme |look for you. It is the before tax
wei ghted cost to capital.

Q Thank you.
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A | should probably clarify that our exception
fees are for activities that are basically within the
ESP or CCA's control. If it is -- usually these types
of fees would only be charged when a CCA is asking us
to -- is asking us to send a report that we've already

sent to them

Q Ms. Osborne, | understand what the exception
charges are. | didn't ask for a explanation of that. I
asked for an explanation for the cal cul ation. I f you

can confine your response to that.

A Okay.

Q On page 5 you also discuss at line 15 that a
CCA approved by the Comm ssion nmust deposit with SDG&E
sufficient funds to cover the cost to devel oping the CCA
program prior to SDG&E commrenci ng any worK.

A Uh- huh.

Q First, let's just assume that a CCA is the

first CCA in your territory. What do you anticipate to

be the -- what should the deposit cover, in your mnd?
A Basically we are |looking for -- this is in
relationship to the inplenmentation cost. And that as we

have testified before, this inplementation cost would be
pai d, or shared, among the CCAs doi ng busi ness, and the
first CCAs doing business would be charged that cost
initially. W are |ooking at a deposit of the

i mpl ement ati on cost being made in advance of any work
bei ng done.

We haven't -- that can be handle in several
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different ways. They could deposit all of the estimted
costs for -- inplementation cost, then we would concl ude
our work. O if they wanted to deposit, let's say, half
of it, then when we get to a hal fway point, deposit the
ot her part. But, in essence, it would be basically
havi ng cash on hand fromthe CCA as work -- or in
advance of any work being conpl eted.

Q How would you determ ne how nmuch they should
deposit if you haven't done any work at all?

A Before we do any work we will have an
estimated i mpl ementation cost that would be provided to
the CCA. And | think probably the most straight forward
and cl eanest is that they would deposit that anount. | f
the CCA felt that they wanted to | ook at other paynment
alternatives, such as paying a smaller anount, or, let's
say, 25 percent of the amount, then we would do work up
until the time that we felt that we had exhausted that
| evel of funds.

Q Is this somewhat consistent with your, let's
say, the way that you charge parties for studies for,

|l et's say, wholesale distribution tariff interconnect

studi es?
A |'"'m not famliar with how we charge
i nterconnection studies. It is very simlar to the way

that any distribution |line extensions are handled within
t he conpany.
Q Wuld you be also charging as part of this

advance paynment the cost associated with comng up with
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the estimte?

A In -- as far as the inmplenmentation cost of the
CCA program, this would be the cost of basically to
i mpl ement the full program based on the rules and
regul ations. We would, of course, actually expect to
have that cost estimated and filed with the Comm ssion
when we file our final tariffs. And so there would not
be a charged estimte of that cost.

If a particular CCA is |ooking for custom zed
services, then we would basically sit down, discuss what
services the CCA would want, and we would provide an
esti mat e. But that estimate may be out of charge,
dependi ng on how conpl ex that request is.

Q That is basically the time and materials
proposal ?

A Right.

Q To go back to the process by which the first
CCA woul d even know how much it was supposed to deposit?

A Uh- huh,

Q So you would anticipate that as part of the
process at the Comm ssion this phase, or the next, that
you would come up with a stated amount that woul d be
required to inmplement the first CCA. s that what you
sai d?

A At least at this point that is what we were

anticipating that, in fact, with Phase 2 the final rules
wi Il be established. When the final rules are
established, we feel at that point we will have the
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necessary information to both update our transactional
fees as well as establish an inplementation cost.

Q You also -- have you considered any other
forms of assurance that you will be paid rather than
cash up front, such as letters of credit?

A Yes. We would be open to any type of
security. Basically our normal business type of
securities would be bond, letter of credit.

Q As you do with other --

A Exactly.

Q Sorry. | didn't get the question out before
you gave the answer.

A " m sorry.

Q As you do with other types of changes |ike
this where you ask for up-front assurances?

A  Yes. In particular what |'m thinking about is
with creditworthiness. |f a customer needs to secure
their account, there are various forms of security that
are recognized within the utility. W would |look to
t hose same ones.

Q And you would be proposing, as part of, |
assunme, the inplementation rules, that kind of
credi tworthiness or alternative fornms of payment then?

A Yes.

Q Customer confidentiality, | believe that
Ms. Keilani, as well as M. Magill, have deferred to you
on one of your proposals, as | understand it. Il n your

rebuttal you are proposing that on page 10 at line 8. ]
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You are proposing that, | assume fromthis,
t hat you have the opportunity to review any notification
that is drafted by the utility itself? By the CCA
itself. ' m sorry.

MR. SZYMANSKI : Your Honor | think that may appear

on line 6 on the versions that we have.
THE W TNESS: Thank you.
MR. HUARD: Q sorry. It is on ny line 8.

Let me read you the sentence rather than give
you the |ine: SDG&E di sagrees with CCSF and agrees with
SCE that, quote, the utility should have the opportunity
to review any notification to identify uncl ear
communi cations that m ght impact the utility business.
Certainly, all potential customers would benefit from
cl ear and accurate opt-out notices, period, end quote.

Do you believe the utility then has
effectively a veto power over the context of the
notification by the CCA?

A You know, | don't know if | would phrase it as
a veto power.

| think that, as it is stated here, it is to
all of our advantages to make sure the notices are clear
and accur ate. | actually would probably envision that
maybe even the Comm ssion may want to have one of their
di visions review the notices as well.

So | would hope that between the CCA and the
utility we could conme to agreement as to perhaps content

to ensure that customers are providing clear and
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accurate information.

| think if there was a di sagreement we woul d
certainly perhaps seek Comm ssion oversight.

Q Do you think that as part of an inplenmentation
plan submtted to the Comm ssion for its review that the
formof the letters could be submtted by way of that
i mpl ementation plan to elimnate the issue of who has
review rights?

A | think that would be a good idea.

Q On page 12, it is ny line one, but I will read
you the sentence: | n advance of the CCAs' program
notification and rel ease of any private customer
information SDG&E will send a letter to all potentially
i mpacted custoners.

A It's on page 11, line 20, of those that have
t he other version.

Q Do you know of any section of the statute that
anticipated that the utility would be sendi ng out
noti ces about data other than the notices that are
provi ded by the CCA for conmmunication?

Is this just a good idea from your standpoint,
or is it something you particularly point to as a burden
t hat you may have?

A This in particular is in regards to our
concern about a change in releasing customer-specific
data wi thout the customer's written perm ssion.

And AB 117 clearly sees consumer protection as

an i nportant issue. It requires certain requirements in
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t he CCA pl an. It requires consumer protection to be
addressed in the CCA plan. It requires the CCA to be
regi stered with the Comm ssion, and the Comm ssion can
have additional input into the consumer required
additional requirements from the consumer protection
ar ea.

And so even though AB 117 may not specifically
identify that in fact this notice should go out to
customers, it does not limt the Conm ssion from
requesting it.

And in fact, even in the area where AB 117
tal ks about notifications, it talks about a m ni mum of
two notifications, both before the account sw tches and
a mninmum of two notifications after the account
swi t ches. So | think AB 117 anticipates that there
could be nore.

Q The sections you refer to, those were the

requi rements of the CCA notifications; is that correct,

"the CCA shall,"” et cetera?
A Well, it is the notification requirement in
order to ensure that the customer -- that we basically

automatically enroll all customers who have not opted
out .

Q Would you consider that if you sent that out,
t hat that would be an inplementation cost that the CCA
woul d pay for?

A We feel that the cost for that letter in fact

woul d be consistent with the CCA program requirements to
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prevent -- AB 117 requirements -- to prevent cost
shifting.
It is a result of a change in business

practice that is being made related to the CCA program

So yes, | do feel it is a legitimate CCA cost.
Q To go back to the previous question, I'm
| ooking at basically page 7 of the statute. It says --

unfortunately the nomencl ature, the numbering, maybe a
little difficult, but under mne it is listed as 13-A.
It says the community choice aggregator shall fully
inform participating customers within two cal endar
mont hs or 60 days in advance of the date of automatic
enrol | ment .

That doesn't say the community choice
aggregator or sonebody else, does it?

A No. It does indicate that the community
choi ce aggregator is responsible for that notification.
| don't know if it prevents the conmmunity chase
aggregator from having someone el se provide that
notification.

Q But I think if you |look at the next section
down under B, these community choi ce aggregators may
request the Conm ssion to order it but it is up to the
CCA; would that be a fair statement?

A |f they choose to order the utility to make
that notification?

Q |If they choose to request the utility be

ordered, to be totally accurate.
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A Yes.

Q So to get back to this notification, do you
anticipate that the notification text would be reviewed
by the CCA for confirmation of accuracy?

A  Yes. In fact, | think even in nmy rebuttal |
i ndicated that | would expect sonme concerns from CCAs

and that SDG&E at this point in nmy testinony indicated

that | would expect that the content of this letter to
be established during Phase 2, which will have input
from parties. And as well, before the letter would be

mai | ed out it would be reviewed by the Comm ssi on.
Q Do you think it would be an acceptable
alternative to have the letter come fromthe CCA with

approval by the Comm ssion of the text, or fromthe

Comm ssion itself in lieu of comng fromthe utility?
A | think in this particular case it needs to
come fromthe utility. The utility has been tasked with

keeping the customer information private.

The utility, basically -- we have been
advi sing customers that their information would not be
rel eased except under certain conditions with their
aut hori zation or |egal conditions.

So if there's a change in the business
practice, | think it's inmportant for the utility to |et
t he custonmer know that there has been a change, being
the party that would be releasing the information and
the party that has advised the customer in the past that

it would not.
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Q | actually asked you a compound question and
you answered the second part. The first part was would
you agree that the text of your letter should be subject
to review by the CCA and potentially approval by the
Comm ssion to make sure that it was giving the proper
information?

A We are open to that. \When | tal ked about that
the letter would be -- that | anticipated that the
| etter would be devel oped during the second phase, |
actually did anticipate that CCA parties would have
input to that.

In this case | think you are asking nme the
specific CCA that would be involved in, | guess it would
be, the specific CCA, and we would be open to that as
wel | .

Q Let me ask you to turn to your reply testinony
at page 6, line 2. In that you say that neither a pilot

program nor a phase-in approach is needed or authorized

by AB 117.
A Yes.
Q | would Iike to basically ask you the is

needed because | am assumed that authorized involves a
statutory interpretation which is subject to the
Comm ssion's determ nation, not your m nd.

But as to needed, let me ask a slightly
different version of that, and that is whether it would
be easier -- were you here during the cross-exam nation

of Mr. Evans from PG&E?
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A Yes.

Q Do you remember in his testinmony that he
t al ked about using billing dates the sanme way that you
do on direct access to switch a customer?

A Hm hmm

Q Would you agree that using a billing date
switchover of a customer may be easier from an
accounting standpoint and an operational standpoint than
doing the all-at-one-time approach that you espouse?

A No. Actually, from our standpoint, it really
does not matter whether or not the account swi tchover is
in a one-month period on the customer's regular read
date or on a specific date.

The reason why we went back and actually --
the result of a specific date recomendati on came out of
t he workshop that we had on the detailed processes. And
the CCA parties that were there actually indicated that
t hey thought that it would be easier to be able to
enroll all of their customers on a specific date so that
t hey were not working with having to determ ne how much
procurenment they would need on each day as the accounts
moved over.

We went back and we | ooked at that, and based
on SDG&E's systens, we were able to accommodate that. So
we actually put that forward.

So SDG&E is open to either whether or not the
Comm ssi on authorizes one date or to have the accounts

move over on the regular billing date. W can
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accommodate either one. W would just want to be able
to plan for one or the other.

Q | appreciate that.

Second part of that is which one is nore
expensive, getting down to the bottomline? Is it nore
expensive to switch over on a single day? Do you have
more i mpl ementation costs, system changes for that, or
woul d you have nobre -- just from an SDG&E st andpoi nt,
your costs, or is it nmore expensive to go with the
billing cycle?

A The cost was, for us, |ooking at the
i mpl ement ation cost, it was pretty consistent either
way.

The one reason why we |like the one date is we
felt froma customer standpoint -- well, the CCA seemed
to think that would help to facilitate their change.
And from a customer standpoint we thought the
communi cati ons may be easier if it was based on a
particul ar date rather than trying to explain the
billing cycle to the custoner.

So it really doesn't matter.

ALJ MALCOLM M. Huard, can you tell me when you
are at a good stopping place.

MR. HUARD: Your Honor, if you can give nme about
five nore mnutes, and then | have a suggestion as to
how we can handle the remainder of ny questions without
actually -- basically, by way of written submttal

rat her than questi ons.
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ALJ MALCOLM
(Of f
ALJ MALCOLM

Let's go off

the record)

We are in recess until
9: 00 a. m

(Wher eupon, at the hour
this matter
9:00 a.m ,

Cali fornia,
adj our ned.)

June 9, 2004 in
t he Comm ssion

the record.

Back on the record.

t omorr ow mor ni ng at

of 3:30 p. m,

havi ng been continued to

San Franci sco,
t hen
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