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SAN FRANCI SCO, CALI FORNI A, JUNE 10, 2004 - 9:03 A M
ok ok x %
ADM NI STRATI VE LAW JUDGE MALCOLM Pl ease cone to
order.
M. Comp, you may present your next w tness.
MR. COMO:. Thank you, your Honor. City and County
of San Francisco would |like to call M. Mark Fulmer to
t he stand.
ALJ MALCOLM Good nmorning, M. Ful mer.
MARK E. FULMER, called as a w tness
by City and County of San Francisco,
havi ng been sworn, testified as follows:
ALJ MALCOLM Thank you.
MR. COMO:. Your Honor, | would like to have M.
Ful mer's opening testinony, reply testimny and rebuttal
testimony marked as exhibits.
ALJ MALCOLM All right. We'll mark M. Fulmer's
opening testinmony as Exhibit 30, his reply testinmny as
Exhi bit 31, and his rebuttal testinmny as Exhibit 32.

(Exhi bit Nos. 30, 31 and 32 were
mar ked for identification.)

MR. COMO: Thank you, your Honor.
DI RECT EXAM NATI ON
BY MR. COMO:
Q M. Fulmer, do you have those exhibits before
you?
A Yes, | do.
Q Were those exhibits prepared by you or under

your direction?
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A Yes, they were.

Q Do you have any corrections, changes to be
made to those exhibits?

A | do have a number of corrections to make. |[f
you could first turn to page 5 of ny opening testinmony,
Footnote 3, the correct reference should be to
366.2(c)(17) rather than 9.

MR. OUBORG: ' m sorry. \What page was that?

THE W TNESS: It's on page 5 of nmy opening
testinony.

MR. OUBORG: Li ne?

THE W TNESS: The footnote.

MR. OUBORG:. The footnote. Just state the
correction again, please.

THE W TNESS: Sure. The correct reference is to
subpar agraph 17 rather than subparagraph 9.

MR. OUBORG: Thank you.

THE W TNESS: And if you could now turn to page 15
of my opening testimony, line 7, there's a reference,
and the reference should be to 366.2 rather than 362.
Now, on to page 19, line 9, again, the section number is
incorrect. It should be 366.2 rather than 311. And in
fact, continuing down on that same page on |line 21,
there's the same incorrect reference. It also would be
366. And on the top of the next page, top of page 20,
there's also the incorrect 311 which should be 366.

And carrying that theme into ny reply
testimony, if we go to page 5, line 8 of ny reply,
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again, it's 366 rather than 311.

MR. COMO:. Q Are those all the changes or
corrections you want to make to these exhibits?

A Yes.

Q Last Friday, M. Fulmer, PG&E wi tness Peter
Labberton provided some additional direct testinmony
concerning the 70 cent charge for bill presentation and
processing. Do you renmember that?

A Yes, | do.

Q And you are going to provide us with a reply
to that testinony today?

A Yes, | am

Q Before you go on, though, | just wanted to ask
you, except for your reply today in that area, do the
opi nions contained within these exhibits that were just
mar ked represent your best professional judgnment?

A Yes, they do, with any updates that 1'l|l be
giving right now on this limted issue.

Q Have you reviewed his testimny from | ast
Friday?

A Yes, | have. M. Labberton provided sone
additi onal details beyond that provided in the
wor kpapers and in the response to discovery as to how he
arrived at that 70 cent per bill estimate. M.
Labberton noted that when he queried his staff
concerning the incremental time spent addressing
irregularities to UDC consolidated bills for direct

access customers, that the average time spent ranged
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greatly fromfive mnutes to over an hour and a half.
Since the average is about 40 m nutes, sinple arithmetic
woul d i ndicate that roughly half -- excuse me -- roughly
as many incidents that require an hour and a half of
work as there were incidents that required five m nutes.

Al so M. Labberton noted that his depart ment
spends, quote, "a lot of time reconciling the DA
accounts." He el aborated by saying that this effort was
to research and address ESP questions concerning why an
account wasn't billed, why the credit due the ESP wasn't
what was expected, that kind of thing.

A major difference that | have with M.
Labberton is the categorization of these kinds of
efforts. |'"ve interpreted these kinds of efforts to
fall under the account assistance fee category as shown
on page 7-3 of PG&E's opening testinony.

One of the activities listed under the account
assi stance fee category is reconciliation of aggregator
and PG&E account bal ances and statements of account. To
me, the reconciliation activities that M. Labberton
descri bed as taking a ot of time would fall into the
account assistance fee category rather than the bil
presentation and processi ng category. If that were the
case, then the |abor complement of the bill presentation
and processing fee would likely be greatly reduced,
per haps even down to the level that | had reconmmended in
my rebuttal testinmony.

Q Could you turn to page 11 of your rebuttal
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testinony.

A Okay.
Q | believe you recommended that the fee for
bill presentation and processing be based on five

m nut es of | abor rather than 40; isn't that correct?
A That's correct.

Q Based on M. Labberton's new testinony, do you

still recommend this change?
A No, | do not. | nstead | recommend that in
Phase 2 P&&E recal culate the bill presentation and

processing fee such that these nore | engthy
reconciliation efforts would be charged under the
account assistance fee category and that the remaining
activities, such as updating the CCA subaccounts, would
be covered under the bill presentation and processing
fee.

| further recommend that PG&E nore explicitly
track down how long it spends on the different kinds of
activities associated with UDC consolidated billing for
direct access customers. This will provide a nore valid
estimate of the charges and provide a better basis for
establishing the CCA billing -- CCA bill presentation
and processing fee. It would also allow PG&E to devel op
a better cutoff criteria between account assistance and
bill presentation processing.

Q Vhat does it matter if these costs are

included in one category or another? Wuldn't the

amounts be the same?
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A Generally, | believe it's better to have clear
cost causation in assignnment than to have a rolled-in
aver age. It would also provide the CCA and PG&E
incentives to balance the cost of these exceptional
activities versus their benefits. For example, | don't
think it would make sense for CCA to explicitly incur a
$50 charge to reconcile a $4 difference in a $22
residential bill. Or anot her exanple that M. Labberton
had provided is when an ESP will sometimes ask PG&E - -

MR. OUBORG: Your Honor, |'m sorry. Are we now
tal ki ng about other charges M. Labberton reconmended
ot her than the 70 cent charge?

THE W TNESS: To my mnd, this is all to the 70
cent charge and the activities that he included in the
70 cent charge that | see as nore appropriately included
in the account assistance charge.

MR. OUBORG. Okay. You just referred to $50, and
| just want to know where that came from so that | know
what you're talking about.

THE W TNESS: That's fine. That was an arbitrary
number. That's roughly an hour's worth of work. I
t hink he provided a $50 rate. So | just picked it out
of the air.

MR. OUBORG. All right.

THE W TNESS: OCkay. Well, M. Labberton had
provi ded an exanmple on Friday where an ESP wil
sonmetimes ask PG&E to rebill an account after PG&E has
created a bill based on an estimted read. For a

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

781

bundl ed customer, | understand that for the subsequent
mont h PG&E can get an actual read on that meter and any
errors in that estimted read would just conme out in the
wash. M. Labberton said that an ESP will sometimes ask
PG&E to go back and explicitly rebill that custonmer
with, quote, "good reads" for that month and that

PG&E -- for that month that PG&E had estimated reads.

| think if an ESP or a CCA were explicitly
faced with the actual cost of perform ng the service, it
may very well decide that sinmply keeping the estimated
bill and truing up the difference in the subsequent
mont h woul d actually make nore sense, and which is in
fact the way that PG&E does it.

Al so having to produce an invoice for specific
actions, as would be the case with the account
activities fee, would provide sone effective auditing of
the PG&E activities in that category. It provided
incentive, to nmy mnd, for PG&E to work efficiently
because it will have to be explicitly accountable for
their work and al so provide the CCA some assurance that
the activities that they're being billed for are indeed
correct and appropriate.

MR. COMO:. Q M. Fulmer, does that conpl ete your
additional testinmny?

A Yes, it does.

MR. COMO: Your Honor, M. Fulmer is available for
cross-exam nati on. ]

ALJ MALCOLM Thank you. Before we do that, |
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want to make sure | understand how page 11 of
M. Fulmer's rebuttal testinony has changed, because |
don't want to have this paper document in the record if
it's incorrect. So are we withdrawi ng the answer to
Question A -- | mean, the answer to the question that
starts on line 157

MR. COMO: | believe we thought this to be
additional, as a rebuttal to additional direct
testinony, so |I'm not sure. | think that it's offered
for parties to use in their briefings to the extent that
t hey believe what M. Fulmer is now saying overrides
somet hing el se M. Ful mer said.

ALJ MALCOLM No. That's right. | understand.
Let's go off the record.

(Off the record)

ALJ MALCOLM  On the record.

Exhibit 32 will be modified to delete the
answer to the question on page 11 at the bottom
starting on line 15. And that's replaced by
M. Fulmer's testimny on the stand here.

Al'l right. Thank you, M. Cono.

M. Fenn, do you have questions for this
wi tness?

MR. FENN: | do not. Thank you, your Honor.
ALJ MALCOLM M. Ross, you just got here.
MR. ROSS: Well, we know that we don't, so --
ALJ MALCOLM OCkay. M. Ouborg?

MR. OUBORG: Yes, your Honor. Thank you.
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CROSS- EXAM NATI ON
BY MR. OUBORG:

Q Good morning, M. Ful mer. My nane is
Peter Ouborg, representing PG&E. Il think I'"mfirst
going to give a short line of cross on the testimny we
just heard, while it's fresh in everybody's nenory. So
et me just do that right now.

And | guess ny first question is: you
testified a mnute ago that M. Labberton had esti mated
that the costs of doing this billing work ranged from
five mnutes to one and a half hours after he talked to
his staff. And then |I think you testified that if one
takes the average of that, you get about 40 m nutes.

And therefore, | think, using arithmetic argunment, there
woul d be half -- half of the actions would be |ess than
the 40 m nutes, and half would be more than 40 m nutes,
and therefore, the average -- the average should be |ess
than 40 m nutes?

A No, no. That's -- | was just making a sinple
observation that there are many activities that take
much | ess than 40 m nutes. And there are -- in order to
bal ance those off, there have to be many activities that
take nore than 40 m nutes.

Q And so | amtrying understand. M . Labberton
testified -- and I"'mreading fromit at this point -- he
asked his staff.

And they said -- | quote -- "On average," they

said, "it takes about 40 m nutes to do that work."
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Are you questioning his estimte?

A | have no basis to question his estimte. No,
"' m not questioning that.

Q Okay. Thanks.

That second point you made was that there is
this -- the 70 cents per bill per month charge.

Then there's another charge PG&E has esti mated
for account assistance?

A Yes.

Q And in M. Labberton's testinmny, you I|ist
some activities under that account-assistance charge.
For instance, type of activities, one of which, |
believe -- | don't have it right in front of me, but
it's along the Iines of reconciling balances as to what

is owed the ESP versus the utility, that kind of

activity.
A Yes.
Q Okay. | believe M. Cono questioned

M. Labberton on that point, and asked him that question
as to how that activity in the account-assistance fee
differed from the | abor that PG&E had included in
constructing this 70 cents per account charge.

And | believe | heard M. Labberton explain --
and | want to just confirmthis is your recollection --
t hat the account-assistance activities are for
| arge-scal e, exceptional type requests. For exampl e,
the ESP says, "W have to go back over the |ast year and

|l ook at all of our accounts and bal ances, and reconcil e
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t hose," as opposed to the daily questions which conme out
fromthese daily reports that are sent to the ESP. I

t hi nk he drew that kind of distinction. And we can go
back and read it, but | just was wondering if that was
your recollection.

A That's how | renmember hearing his testinmony
al so. | am just choosing to draw the line at a | ower
| evel than | believe M. Labberton was.

Q Okay. Thank you. All right. And then the
final item M. Labberton testified, | believe, that
some of the activities involved in the 70 cent charge
are when there's a mssing read, and the account is read
two months | ater instead of one nmonth, because it wasn't
read the first time, in which case PG&E would estimte a
read in the normal course. And M. Labberton expl ai ned
that his experience under ESP consolidated billing is
t hat many ESPs found that practice unacceptable, and
woul d request a true-up to that internmediate read that
PG&E used before; that they would ask for a different
estimate; for exanple, proration, based on the two-nmonth
read instead of PG&E's original estimte.

Do you remember? |s that your understanding
of how he explained it?

A That is.

Q Okay. And | think you said a moment ago that
you felt CCAs would prefer, in your judgment, to sinmply
stick with PG&E's practice, which would elim nate that

additional read activity or reduce it greatly.
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A  Well, | think that it m ght be better for the
CCA to be able to have an option, and realize that going
back and getting that precision on that m ssing read has
a real econom c inpact. It costs real money to go back
and make corrections, even though in that two-nonth
period it does all effectively come out. The same
amount will be billed, but perhaps that additional
precision isn't worth the additional effort.
Q Okay. So is it -- you're not saying that PG&E
requires the ESP under DA practice to do that?
A That's not ny understandi ng.
My understanding from what he said: it's a
wor k cl ass.
Q Right. Thank you. Thank you, M. Ful mer.
That was helpful. And |I believe some of your
suggestions are -- would assist in defining this feed
better, and | think they're thoughtful.
A Thank you.
Q If we can turn, M. Fulmer, to a different
subj ect -- one second while |I organize ny notes.
Your Honor, could we go off the record?
ALJ MALCOLM  Off the record.
(Off the record)
ALJ MALCOLM  Back on the record.
MR. OUBORG: Q M. Fulmer, | wanted to just walk
you briefly through your understandi ng of PG&E's
proposal for categorization of costs, and then also how

t hose costs would be recovered in PG&E' s proposal.
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A  Okay.

Q Is it generally your understandi ng that PG&E
has defined three types of costs?

Namel y, basic inplementation costs, which
woul d be the costs of programm ng and system work
necessary to make some basic CCA program functional; and
t hat PG&E's proposal for those costs is that they would
be paid by all ratepayers?

A That is my understandi ng.

Q And then a second category of costs PG&E has
identified are exceptional inplenmentation costs, which
woul d be requests by specific CCAs for functionality
t hat goes beyond the basic system and that PG&E's
proposing that the CCA requesting those inplementation
services would pay those costs thensel ves?

A That's nmy understanding. PG&E woul d have a
| abor rate, and they would charge that |abor rate to
acconplish that task.

Q All right. And then the third category PG&E
then had in its testinony is |abeled, "Transactions
Costs." And PG&E's proposal is those would be based on
incremental activities and costs of perform ng nostly
functions that vary by volume over function, and that
PG&E's proposal would be that those costs would be
paid -- billed to and paid by CCAs?

A That is my understanding of PG&E's position.

Q Now, let's turn for a monment to your position.

Oh. And then just one final clarification of
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what PG&E i s proposing. Returning to the basic

i mpl ement ation costs, is it your understanding that,

with respect to cost rate recovery of those dollars from
all ratepayers, PG&E is proposing that that be done on a
forecast basis, and rolled into PG&E's distribution
revenue adjustment mechanism or DRAM, and trued up at a
| ater date?

A That was nmy understanding of PG&E's position.
| haven't taken explicit position of the mechanisns for
how PG&E woul d exactly account for those nobneys.

Q Okay. Now we will turn now just to your
position. You're also proposing that, | believe -- that
i mpl ement ati on costs be first established on some sort
of a forecast basis, and not -- | could refer you to a
part of your testinony. | think it's at -- | think your
opening testinmony, page 17, you have a fairly extensive
list of steps for determ ning inplementation costs. I's
t hat correct?

A | see sonme Q and A is on inmplenmentation costs,
yes.

Q Good. And particularly at line 13, you state,

The Comm ssion must require the

utility to provide documented cost
estimates for these services prior

to i mpl ementation.

And then you go on after the parenthesis.
The Comm ssion should review the

activities to determne if they're
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i ndeed incremental .
Now, can | just clarify? Are you talking here
about costs which would | oosely equate to the basic
i mpl ement ati on costs that PG&E is tal king about, or are
you tal king nore about costs underlying the
transacti onal costs?
A Specifically, it appears that |I'm tal king here
about the inplementation costs.
The sanme type of oversight, | think, is
appropriate for the transaction costs al so.
Q Okay. And then when that's been
established -- that estimate -- by the process you
outline here, you would -- the Comm ssion would then
divide those into a portion that would be recovered from
all ratepayers, and a portion -- a portion which would
be charged to CCAs. Is that correct? Is that -- |I'm
just reading.
A That's the general categorization of costs,
yes.
Q Okay. And that those costs would then be
placed in a menorandum account ?
A That was one option that | had suggest ed.
Wth respect to the basic inplementation costs, ny
preference is in agreement with your -- with PG&E's
position.
In fact, | think | stated that in |ater
testimony, is that it be recovered fromall ratepayers

as a fall back.
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If the Comm ssion disagrees with nme on that,
then my recommendati on would be to have it through the
memor andum account, rather than just charged out as it
came to the first CCA.

Q M. Fulmer, thank you for that. Coul d you
turn to page 8 of your opening testimny? ]

And on line 1 you state any utility cost
savings attributable to the inmplementation of the CCA
program shoul d be credited back to the CCAs.

A | see that.

Q Now earlier in your testimny, and | think a
few moments ago you confirmed this, that generally your
recommendation is that with respect to costs, the basic
costs of the CCA program that those should be charged
to all ratepayers.

A That's true. If I can clarify the statement
here a little bit.

Q | have a question about the statement.

A Please, go ahead.

Q | haven't asked you a question about the
statement yet.

In general, if CCA inplementation results in
utilities being able to operate nore efficiently and
save costs and resources in some fashion, is your
under st andi ng that under GRC ratemaki ng procedures that
t hose savings would basically work thenselves into
future revenue requirements through | ower forecasts of

utility costs?

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

791

A  For the basic inplementation costs, | think
that's a fair characterization.

Q And in that process, those benefits, if you
will, would flow to all ratepayers through sone
incrementally | ower revenue requirenment?

A Since all ratepayers are paying those costs,
it is only appropriate that all ratepayers reap any
benefits.

Q So |l agree with you fully. And so ny question
now about this statement is, and perhaps you can just
clarify it, | take it, then, you are not -- well, can
you explain what you mean by the statement that the cost
savings be credited back to CCAs, and whether you are
tal king about a subset of the cost savings or if you are
tal ki ng about the general cost savings that m ght occur
from these prograns?

A VWhat should be credited back to the CCAs are
any efficiencies or cost savings that occur from
activities that the CCAs are explicitly paying for.
Pretty much if the CCA is paying for something in a
transaction cost, then if the utility ends up saving
costs for some reason through those, then those benefits
should go to the people who are paying for it, the CCAs.
That's what | was trying to say.

Q Okay. | appreciate that.

So what you really are stating here is that
the incremental costs of services that are charged to

CCA should be net, they should be truly incremental,
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shoul d be the additional cost the utility incurs net of
any savings in providing that service, basically?

A The idea of the incremental cost is to avoid
the cost shifting. And cost shifting can go both ways.
| don't want it to be strictly cost shifting from CCA to
bundl ed. But if in some theoretical instance there is
some cost shifts that go could go the other way, | would
li ke that also to be taken into account.

Q And is it your understanding from having read
the testinony of PG&E and perhaps other utilities that
the incremental cost methodol ogy that we have used, that
the utilities have used, attempts to capture sinmply the
net incremental effort and takes out any change --
excuse nme -- takes out any activities which will be
saved, for exanple?

MR. COMO:. Objection. Can we clarify that
M. Ful mer agrees that each one of the 10Us is using the
same met hodol ogy.

MR. OUBORG: Let me restate it.

Q | think that would be too much to ask. l's
your understanding that three |1 0OUs have used generally
simlar methodology -- in reading their testimny, | am
not sure it has all been applied exactly the same way --
but that the general idea of incremental cost
activity-based costing, which is the techni que we have
all purportedly used to construct our fees, is based on
the idea of incremental cost and we | ook at the

activities and we | ook at what is extra, and in that
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process the utility would not include something which
was either already being done for a bundled customer or
some activity that was avoi ded?

A | agree that all three utilities appear to be
using activity-based costing. | have confidence that an
activity-based costing correctly attributes cost to the
CCA. This activity is directly associated with
something with the CCA cost.

My concern with that overall statement is that
| think there may be costs that are attributable to a
CCA using this method that may not actually cause cost

shifting. Per haps an exanpl e?

Q Sure.

A This is sort of an extreme one, but | think it
illustrates ny point. The time you are spending talking
to me is incremental to the CCA program If we didn't

have AB 117 and we didn't have CCA, you all wouldn't be
sitting here. Strictly speaking, you can sort of say
that at |east an activity of the |aw depart ment
mul tiplied by the amount of time you are sitting here
woul d be some cost and somehow that should be charged to
t he CCA under sonme strict interpretation of the activity
based costi ng.

My understanding is regulatory affairs Iike
this, that is an explicit category in the revenue
requi rement and covers this kind of thing. So even
t hough it is attributable to the CCA and using

activity-based costing could conceivably point to those
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costs being charged to the CCA, | don't think, at |east
| hope, no one is suggesting that the city receive a
bill for your regulatory affairs tinme.

Now that is an extreme exanple. But | think
when we get to some of the other costs, we need to be a
little bit nore nuanced than the strict activity-based
costing to see what costs will be reasonably covered as
part of the revenue requirement and which ones are
generally being shifted to the bundled custoner.

Q But if a service involves activities that are
not in the current revenue requirenment and those
services would not occur but for the CCA program and
providing the CCA with the service, you would agree that
t hose would correctly be charged the CCA?

A Not necessarily. | think a |lot of things
happen in between rate cases. And the revenue
requi rement handl es these changes. There are various
changes in rates that happen in storns, all sorts of
t hi ngs happen, that aren't explicitly addressed in the
revenue requirement but are generally covered as part of
cost of business.

There will be undoubtedly some costs that are
above and beyond that and which should be appropriately
charged to the CCA. But | am just being much nore
cautious and not assum ng sinply because this exact
activity didn't appear in your |ast rate case that it
doesn't automatically get charged to the CCA.

Q | think that's fair enough. | guess you gave
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an exanpl e of something that you thought should not be
charged because you felt it was covered by category in
the rate case, namely, regulatory proceeding

partici pation or sonmething to that effect.

Let's return to our favorite fee, the billing
fee. To the extent that PG&E is able to carry its
burden that the activities underlying that fee are
activities that would not occur if it weren't for the
CCA billing, in other words, would not occur for bundled
customers and therefore are incremental in that sense,
do you have an opinion as to whether that should be
charged?

A Based on what | read in M. Labberton's
testinony, | believe that his department will |ikely
have to expand if someone like the City of San Francisco
becomes a CCA, and that expansion would be indeed
incremental and appropriately charged in one way or
anot her to the CCA.

Q So that would not be something that in your
view is anticipated in rate case revenue requirement?

A  As | am sitting here now, that's my opinion.

Q M. Fulmer, | amgoing to go on to the topic
of learning curve costs. To give you a reference to
your testimony, could you turn to page 11 of your
openi ng testimony.

A Okay. | have that.

Q It is my understanding, M. Fulmer, that by

| earning curve costs you are positing that for certain
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activities utilities will get better and nore efficient
over time and the cost associated with that wl
decrease, the average cost. Is that a fair? | am not
trying to get an exact definition, but is that the idea?
A That is the gist of what | am calling the
| earning curve cost.
Q I will try to anchor this in specific fee so
we can tal k about a hypothetical.

You are aware that PG&E has proposed $1.053 as
a charge to process opt-out postcards; is that correct?

A | understand that PG&E is proposing that, yes.

Q And | understand that CCAs have objected in
this proceeding to the charging that fee in principle,
but I want to put that aside for the purposes of this
hypot hetical. So we will just talk about a number and
how the | earning curve m ght work.

Assume for a monment that the Comm ssion
approves an opt-out charge and that that's appropriate.
And turn again to PG&E's $1.53. Let's also assunme that
a year from now PG&E has gotten better at processing
these and its estimate is now a dollar per card, so it's
gone down by about $0.50.

So am | to understand that you are proposing
that at the outset we make an estimte of which fees
woul d be subject to that kind of inprovement and
initially charge a | ower amount for the first mover
CCAs, if you will, and then do sonme sort of true up

| ater on? 1s that the proposal ?
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So in ny hypothetical, to help you, we would
guess that it would go to a dollar, we would charge a
dollar for the initial CCAs and we will track the
difference in some account. Then a year |ater we would
ook at if in fact it was a dollar at sonme future date
and, this is where | am asking you to help nme explain
what we will do, if in fact it was still $1.50 would we
rebill those early mover CCAs? How do you envision your
proposal worKking?

A First, to give a little context here, when I
prepared the opening testinony, | hadn't seen anyone
el se's positions or what exactly they were proposing.
So | was adm ttedly being rather broad when | wrote
t his.

A lot of what | was considering |learning curve
costs are ones that you as PG&E have categorized as
basic inplementation costs. Li ke, for instance, the
preparation of the basic operating agreements between
the CCA and a utility. The first time one prepares that
boilerplate, it will be nmore costly than preparing that
same agreement for the third or fourth CCA.

So what | wanted to capture there was those a
little bit nore major costs.

| think as you inprove on efficiencies on

t hese transactional itenms, then the costs charged the

CCA should track the actual costs of the utilities. I
don't envision significant -- | will stick with that
word significant -- inmprovenments such that that having
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to do this estimate that you suggested would be
appropriate.

You should just keep charging as your costs
are incurred. And if inmprovenments are happening, then

those efficiencies | would |like to see reflected in the

f ees.
Q In revisions total fees?
A That's correct.
Q Thank you.
M. Fulmer, | am going to ask you sonme
gquesti ons about |iquidated damages since you brought it
up.

Could you turn to page 6 of your rebuttal
testimony. And generally you express a concern that
whet her utility -- do you have that before you?

A Okay, | have that here.

Q You generally expressed a concern about tinely
performance by a utility of work or activities that
utilities may need to perform for CCA so that the CCA
can become functional. ]

A That's -- yes, |I'd be concerned about that,
yes.

Q And one proposal you've come up with to give
utilities an incentive, if you will, to performon tinme
is that utilities be assessed |iquidated damages for
failure to meet estimated inmplementation deadlines?

A | pro -- 1 did suggest that that is one option

to provide an incentive for timely activity, yes.
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Q M. Fulnmer, can you explain to me what you
mean by the term"Iliquidated damages"” in your testinony,
realizing you're not a | awyer?

A  Yeah. My general understanding is that
I i qui dat ed damages are a sum amount specified in the
agreement for -- associated with nonperformance. So
rather than trying -- if one party doesn't do what
they're supposed to do, rather than trying to sit there
and cal cul ate exactly what the numeric and financi al
damages were, they have this amount already specified
that said if this breach happens, then this is the
char ge.

Q And it's your understanding that once
I i qui dat ed damages are specified in the contract, they
woul d be assessed regardless of any actual damages,
hi gher or | ower?

A That's ny understanding of the term

Q M. Fulmer, are you famliar with the energy
service provider service agreenment that the Conm ssion
adopted for direct access service?

A | am aware that such a thing exists. | am not
aware of the details.

MR. OUBORG: Your Honor, could we go off the
record.

ALJ MALCOLM Off the record.

(Off the record)

ALJ MALCOLM Back on the record. W'Il mark as

Exhibit 3 the document M. Ouborg has passed out, which
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is Appendix B of a Comm ssion decision that shows an
energy service provider service agreement. \What was the
deci si on number again, M. Ouborg?
MR. OUBORG: 97-10-087.
ALJ MALCOLM Thanks.
(Exhi bit No. 3 was marked for
i dentification.)
MR. OUBORG: Q M. Fulmer, can you turn to page 3
of that exhibit that we just identified, and there's a
section there, Section 6, entitled Limtation of
Liability. Do you see that?
A | see that section.
MR. OUBORG: And your Honor, |I'm just going to
read the first sentence into the record.
ALJ MALCOLM Al'l right.
MR. OUBORG: Q It says there:
Each party's liability to the
ot her party for any |oss, cost,
claim injury, liability or
expense, including reasonable
attorneys' fees, relating to or
arising from any act or om ssion
in its performance of this
agreement, shall be Ilimted to the
amount of direct damage actually
incurred except as provided for in
this section.

And then it goes on to say:
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In no event shall either party be

liable to the other party for any

i ndirect, special, consequenti al

or punitive damages of any kind

what soever

And so forth.

M. Fulmer, |I'mnot going to ask a | ot of
guestions about this, but realizing you're not a | awyer,
woul d you agree that, based on what |'ve just read and
what you have before you, ESP service agreement does not
use a |liquidated damages approach to --

A | believe that's a fair statenment.

Q Thank you. A final question on |iquidated
damages. | believe in your rebuttal testimny at page 7
you recomend, and this would be on line 18, you state
that, if |iquidated damages were assessed, then the
damages should be paid by sharehol ders and not bundl ed
customers; is that correct?

A | see that statenment.

Q |If the utility has made a good faith effort to
conmply with its contractual obligations such as they
woul d exist in the CCA programto meet a deadline, do
you think that -- don't you think that proposal is
somewhat punitive?

| mean let me say it another way. Doesn't
t hat proposal, your proposal work like the utility is
strictly liable in guaranteeing that it performor it

will be liable no matter what the circunstances are?

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

802

MR. COMO: "Il object to that. | think that is
getting into a legal interpretation of contract damages.
MR. OUBORG. Well, I'm asking -- you know, |
didn't raise |iquidated damages and | didn't raise that

sharehol ders would pay for it. And I'm sinmply asking
hi m of his lay opinion, not |egal opinion, as to whether
he thinks it's fair, let's use that term that
sharehol ders would pay if the utility has been
diligently in good faith trying to performits contract
and didn't neet a deadline, you know, or sone -- not
even a deadline, just sonme estimate of conpletion of
some activities.

ALJ MALCOLM That's a fair question.

THE W TNESS: My overall concern in this whole
section is that there are possibilities of real
financial damages to CCAs if they have contracts for
supply line -- if they have other contracts |lined up
that take effect on a certain time and on a certain date
and that date passes and they cannot use those contracts
because of a utility hasn't met some particul ar
obligation that they set or some agreenment that they
have that they had prom sed to make. In that case if
there are real damages being incurred by the CCA from
their suppliers or whoever, | believe it's appropriate
t hat the CCA be conpensated for those damages by the
party that caused those damages, in this case the
utility.

This would not be applicable for meeting some
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interim deadlines or anything |like that, and in fact,
woul d be done, | would hope in all seriousness, but I'm
very concerned about that and would -- which is why I
brought this whole subject up in the first place.

MR. OUBORG: Q WwWell, M. Fulmer, | think the
utility is also very concerned about not causing
significant damages or harmto the CCA and would be very
m ndful of that in performance of their contracts. And
under the clause we | ooked at in the ESP service
agreement the utility would be |liable for actual damages
that it caused, would it not, if that approach were
adopted versus your |iquidated damages approach?

A MW lay interpretation would be simlar, yes.

Q Thank you. M. Fulmer, the next subject is

review of opt-out notices. And |I'd refer you to page 20

of your opening testinony, and on line 7, well, starting
at line 4 and through line 8 you basically are
responding to a question which assumes the utilities

woul d need to approve an opt-out notification. For
exanmpl e, your question says:

Must the CCA obtain the utility's

approval of the opt-out

notification before it is sent

out ?

M. Fulmer, are you famliar with what's been

termed the straw man proposal or detail process
document ?

A | have seen it. "1l have to see what your
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guestion is before | characterize nyself as famliar.

Q |It's attached to PG&E's direct opening
testimony which | provided you a copy of before the
heari ng.

A  Yeah.

Q Could you turn to page 10 of the straw man.

ALJ MALCOLM  That's attached to Ms. Osborne's
testinony?

MR. OUBORG:. It's attached to PG&E's -- it's
included in what's | abeled Exhibit 12, your Honor. We
can provide you a copy.

MR. HUARD: Your Honor, off the record.

ALJ MALCOLM |'ve got it.

MR. HUARD: It's also with Ms. Osborne's.

MR. OUBORG. Yes. It is attached to all three
utilities.

ALJ MALCOLM Ckay.

MR. OUBORG. When I'mreferring to page 10, I'm
referring to the original page 10 in the bottom
ri ght-hand corner of the document, not sonme ot her
pagi nation that the utility may have used for their
exhibits.

Q Do have you that page in front of you?

A | have it in front of ne.

Q There's a heading Customer Notification and an

ltem 2 under that, and | can read that all into the
record, but why don't | give you a nonent to read that
and then I'Il try and paraphrase it.
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A  Okay.

Q And is the gist of that recommendati on that
the utilities are recomendi ng, A, that the Comm ssion
establish a standard notification format and that be
done presumably in this proceedi ng, perhaps in Phase 2,
and that secondly, if any CCA wi shed to deviate from
t hat and have a custom zed notice, that would be
revi ewed and approved by the Conmm ssion?

A That's the way | read that item

Q M. Fulmer, do you believe that -- | mean do
you think that's a reasonable process? Do you have any
opi ni on about whether that is a way to go for us in
dealing with the content of these opt-out notices?

A Pretty much | was basing nmy testinony on ny
sort of lay reading of the statute, which seemed to me

to place the burden of the opt-out notification on the

CCA. Now, it's understandable, and I will sort of |eave
it to, | guess, to briefs to say how nuch oversight is
appropriate for the Comm ssion to have. | just don't
think that's -- 1'm not sure. In my vision of this,

per haps something like this having a standard for mat
t hat CCAs can use or nmodify. In fact, | even said this,
that that may be a good idea, but it's the CCA's
decision to use this or to do something conpletely
di fferent.

Q That's fine. My question was, do you think
it's appropriate for the Comm ssion to have a role in

both a review of the standard notice and of any
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custom zation by the CCA?

MR. COMO: Obj ecti on. M. Ouborg, you're asking
for his interpretation of AB 117?

MR. OUBORG: No, |'m not. | ' m asking, as a
general matter, taking into consideration consunmer
under standi ng of their options and so on, does he think
it is reasonable or appropriate, not from a | egal
standpoint, that the Comm ssion -- for exanple,
utilities frequently put notices in their bills for rate
i ncreases, and those are routinely reviewed and approved
by the Public Advisor's Office. | was just asking him
if he felt that that was a reasonabl e or appropriate
appr oach.

MR. COMO:. Also object on it being vague, because
reasonabl e and appropriate is something that | think is
a briefing issue. | think we've established the facts,
that he is opining that the CCA be able to provide that
notification.

ALJ MALCOLM Well, | mean maybe the term
"reasonabl e” has sonme | egal inplications, but he's an
expert, and | think he's qualified to give his opinion
about what's appropriate or a good idea or whatever term
you want to use.

MR. COMO: Maybe we can get a definition from M.
Ouborg as to what he means by "reasonabl e or
appropriate.”

MR. OUBORG: Okay. Maybe 1'|l1 phrase it a

different way.
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Q M. Fulnmer, do you think you would object if
the Conmm ssion were to review such notices before they
went out ?

A The way | think they should be done in general
should be relatively coll aboratively with the CCA having
the overall responsibility but in collaboration with the
utility they're working with and with the Conm ssion.

As to who has what rights in all of this | agree is a

| egal issue, whether the Conmm ssion -- what role the
Comm ssion has explicitly in approving or rejecting it |
don't know, but | would like to see this kind of thing
done col | aboratively.

ALJ MALCOLM Well, if we have two political
bodi es and a | arge corporation, who makes the final
deci sion?

(Laughter)

THE W TNESS: Do you have a three-headed coin?
That's -- | don't know. It comes down in some respects
to how one wants to read the legislation, and nmy | ay
reading of it is that the responsibility of doing the
service is the CCA's. So they should have the final
say.

ALJ MALCOLM Ckay. So your opinion is that the
CCA shoul d have control of the billing insert and the
| anguage in it?

THE W TNESS: Should have notification --

ALJ MALCOLM: After consulting with the utility

and the Conmm ssi on.
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THE W TNESS: That's ny opinion, yes.

ALJ MALCOLM Okay.

MR. OUBORG. Q Thank you, M. Ful mer. M.

Ful mer, my next question falls on page 18 of your
openi ng testimony.

A O which testinony?

Q Opening. And on line -- talking here about
transacti ons cost. And on line 7 and 8 it says:

CCAs shoul d not be charged the
total costs that ESPs or other
busi nesses aren't charged.

A Okay. | see that.

Q And does AB 117 say that the costs of
providing C -- services to CCAs should be charged to
CCAs unl ess those services are provided no cost to an
ESP?

A It is not that explicit, no.

Q Okay. Thank you. And the sanme question
regardi ng other businesses.

A They -- it doesn't address that explicitly,
no.

Q But it's your position that even if a service
i nvol ved incremental costs which meet your definition,
that they're not recovered in rates and such other
qualifications you testified to earlier, that we
woul dn't charge that to a CCA even if it met all those
requirements in your view as an incremental cost if it

weren't being charged to the ESP?
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A In general, | think it's not being charged to
t hese other entities that probably wouldn't meet ny
particular criteria. When | said that, | was sort of
taking the lead off of the O R which said that direct
access tariffs, let's see, direct access service tariffs
established charges allowing that utilities recover
incremental costs, again, we m ght quibble on the
definition there, with services to ESPs and that we
propose that these tariff rules apply to the CCAs. I
was taking the, to nme, a reasonable inference, the one
step beyond that, that if they weren't charged to these
people, then it probably may not be appropriate to
charge the CCAs. So | was relying nore on that than
anything directly from AB 117.

Q You're also proposing that opt-out costs not
be charged to CCAs; is that correct?

A That is true.

Q Does AB 117 state that as an exception to the
ki nds of costs that can be charged CCAs?

A Doesn't say one way or another.

Q But it doesn't say costs of providing service
to CCAs except for costs of processing opt-out notices.
It doesn't say that? It's not that explicit?

A It isn't -- there's many things that it's not
explicit on, and that's one of them

Q Okay. You know, at this point it m ght
actually be appropriate to refer to AB 117. So |I'm just

going to ask you to turn to that, and in particular,
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Section 366.2(c)(17). And do you have that in front of
you, M. Ful mer?

A | do.

Q And I'mjust going to read the | ast sentence
of that section which states:

Al'l reasonable transaction based
costs of notices, billing,

met ering, collections and customer
communi cations or other services
provided to an aggregator or its
customers shall be recovered from
t he aggregator or its customers on
terms and at rates to be approved
by the Conm ssion.

And | only wanted to get that into the record in
front of you because all the questions |I'm asking really
refer to that section. Does that section Iimt, you
know, these costs to all costs but, except for costs
that are charged to ESPs, except for opt-out notice? |
t hi nk your answer has been explicitly it doesn't say
t hat .

MR. COMO: Is M. Ouborg referring to the section
or just that | ast sentence?

MR. OUBORG: That sentence | just read. I f he can
point me to some other section of the statute that says
those fees are inappropriate, he's welconme to do that.

Q | was going to move on to another item

A Okay.

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

811

Q Rebuttal testimny, page 8, |line 3. On t hat
line you recommend -- okay. Basically, there's no
proposal currently that you're aware of that -- well,

| et me back up even one step before that.

| s your understanding, M. Fulmer, that under
direct access any customer who went on direct access
service whose demand was greater than 50 kil owatts was
required to have an interval meter installed?

A Subject to check, that's my understanding.

Q Okay. And is it also your understandi ng that
no one in this proceeding that you're aware has proposed
a simlar metering threshold and that generally the
assunption in the proposals before the Comm ssion here
are that no metering other than metering that's existed,
t hat exists today for bundled custonmers be a requirenment
for CCA service?

A To paraphrase, you're saying that the -- so
far no one is suggesting that some type of new meter be
required simply by the fact of the CCA creation?

Q Right. Now, your testinony on this page at
line 4 posits that were the Comm ssion to i npose such a
requirement, in other words, that for certain custoners
to become CCA customers, they needed to acquire new
metering, you're opining here that the party that owns
the meter, which I think is a term for the utility,
shoul d pay for that meter and not the CCA or the CCA
customer; is that correct?

A  Well, | think you're perhaps expandi ng ny
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response a little bit nore broadly than |I was i ntending.
| was reading that to say that if somewhere down the
future the Comm ssion makes some ruling on meter
requirements for certain types of custoners, then
whoever is owning the meter at that time will be the
appropriate person to purchase that new meter.

| wasn't necessarily -- | think we're wel
into the hypothetical. | wasn't even considering the
possibility that sonmehow in order to be a CCA, you have
to get this kind of meter. | just wasn't considering
that as a reasonable possibility when | was respondi ng.

Q M. Fulmer, do you know that under the direct
access requirement, 50 kW requirement, who paid under
direct access for that nmeter?

A | believe it's either the -- someone other
than the utility, either the ESP or the site owner.

Now, ESPs --

MR. OUBORG. Thank you. Your Honor, can we be off
the record for one second?

ALJ MALCOLM Off the record.

(Off the record)

ALJ MALCOLM Back on the record.

MR. OUBORG: Q M. Fulmer, I'"mgoing to ask you
some questions about your qualifications, and | want you
to understand, there's no intention to question your
prof essi onal standing at all. | just want to try to
understand what it is that your professional experience

gives you expertise in.
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And this refers generally to the first page of
your opening testinony where you sunmarize your
prof essi onal background and in also the attached resume
of all your qualifications and publications and so
forth.

A Okay.

Q Do you have any professional experience,
either as an enployee or as a consultant, with the
design or operation of |large-scale utility retail
billing systems?

A MW experience with that canme in as a
consultant to the Alliance for Retail Energy Markets in
the revenue cycle services long-term marginal cost case
t hat occurred in late -- | guess it started in 1999, and
we continued into 2000 and then was pretty much dropped
in the crisis. AReM was a major intervenor in that.

Al t hough | wasn't a witness there, | was the
back office person who was actually going through al
t he workpapers and doing a |ot of the detail ed analysis.
So nmy experience in that particular area, the best |
could point to off the top of ny head here would be that
proceedi ng.

Q Okay. But you've actually never had
professional responsibility either as an enpl oyee or
consultant for the operations or design of those kind of
systenms and how they work, how they function, how
they're staffed and so forth, apart from | ooking at the

wor kpapers in that proceedi ng?
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A That's a fair statenment.

Q Thank you. On page -- opening testinony, page
8, at line 24 you're talking here about billing and bil
presentation. s that generally the subject?

A  Yeah. The | ast part of that page is that.

Q And you basically state that to add a CCA's
services to a bill requires slight reprogramm ng of the
billing software. M. Fulmer, on what experience do you
base that concl usion?

A | base it on the fact that | believe |'ve
heard or maybe even read in the straw man that the
system that was set up for direct access would be
generally applicable with some changes to CCA. And
per haps we m ght disagree on the term"slight," but mnmy
under standi ng, just fromthe conversations comng into
this proceeding, that that basic structure was in place
and that it was a modification to that basic structure
to accommodat e CCA.

Q So it was based on an understandi ng you formed
by reading testimony, participating in workshops in this
proceedi ng, not your own personal know edge or
experience of what it takes to reprograma |large billing
syst enf? ]

A lt's absolutely true. | have never
reprogrammed a |large billing system so --

Q Thank you. | have one nore question,

M. Ful mer. On page 21 of your opening testinmny at

line 8, you -- you're hypothesizing or you're -- you're
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stating an opinion there that as a result of CCA
activities such as opting out, | quote, "utility cal
centers should not experience a spike in activity."

Again, my question, M. Fulmer is: is that
based on any experience you've had, professional
experience with how a call center system volumes vary in
various situations, or how they operate?

A It's based, again, on the -- what | remenber
from that earlier proceeding. There were a nunber of
customer inquiry issues that had come up, and a certain
amount of just basic know edge of what | understand a
call center to do; that they have -- they're responding
to many different calls that would be com ng in at
different rates.

It also ties into the way | see the opt-out
notification occurring, where the clear nmessage in that
opt-out notification to the customer should be to
contact the CCA for this kind of information.

Undoubt edly, sonme people won't use that
number, and will use a different number; but if the
opt-out notification is framed in the way at |east | was
envisioning it, the vast majority of the inquiries would
be going to the CCA's call center, rather than the
utility's.

Q But you don't know that. You're assum ng that
if the notice says that, that's what will occur; but you
don't know that that was the experience, for exanple, in

direct access? You don't know that?
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A  Well, for the direct access, it would -- the
situation is somewhat different, where you woul dn't
necessarily have the CCA so clearly defined. The direct
access was a really big concept that people were trying
to get their heads around and just trying to basically
under st and. So with those nore vague questions, | could
see various people getting spikes in their -- in their
call centers.

In fact, this -- you m ght even know better.

Per haps the State even had their own particular hotline

to answer questions, but as to whether | know
specifically did your utility call center experience a
spi ke due to attributable to direct access, | can't say

that you did or didn't.

MR. OUBORG:. Your Honor, | have no further cross
of M. Ful mer.

ALJ MALCOLM Thank you, M. Ouborg.

MR. OUBORG: Oh, I'"'m sorry, your Honor. I
apol ogi ze. My col |l eague, Ms. Walter, has a few
guestions on custonmer-information aspects of
M. Fulmer's testimony. And | apol ogize again for
not -- for passing that over.

ALJ MALCOLM M . Buchsbaum doesn't have any
questions? M. Buchsbaum he's not here. WII
M. Buchsbaum be asking any questions?

MR. OUBORG: No, he will not.

ALJ MALCOLM  Go ahead, Ms. Walter.

MS. WALTER: Thank you.
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CROSS- EXAM NATI ON
BY MS. WALTER
Q Good norning, M. Ful mer. ' m Stacy Walter
an attorney for PG&E. And | have a few questions for
you regarding your testimny on custonmer-confidentiality
I ssues.
To start with, | think we can turn to your
rebuttal testinony. And |ooking at page 4 --
A \What was the page again?
Q Page 4.
A Page 4.
Q NMm hm
Ri ght there on line 5, you say that
appropriate protective orders can be required by the
Comm ssion so that |oad data the City receives fromthe
| OU is not dissem nated.
A | see that sentence.
Q Mmhm  Could you expand a bit on what you

consider to be appropriate protective steps for the City

to take?
A For the mpst part, | see a protective order as
a sort of a legal document that says that -- that limts

who can get which information.

| don't picture the City being able to share
t hat data outside of the i medi ate department that's
addressing CCA: those who are trying to do the
pl anni ng, that kind of thing. | don't see them

di ssem nating specific customer information, even to
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t heir ESP. | keep -- | see them keeping it just within
that -- whatever group is doing the CCA planning or
what ever appropriate CCA-rel ated group that would
perhaps need it, but it shouldn't go beyond them

Q Mmhm  And you'd support a Comm ssion order
that would put a requirenent |like that in place?

A | think a Comm ssion order would provide a | ot
of clarity as to what data can and should be provided to
the CCA at what tinme franme.

Q Are there any constraints that a city, as a
muni ci pal body, may have with respect to keeping
information used to make, say, an inportant
determ nati on about procurement or other items on behalf
of the city -- keeping information |ike that
confidential ?

MR. COMO: Just for a point of clarification, is
Ms. Walter talking about a city in general, or the City
and County of San Francisco?

MS. WALTER: Well, if he could speak for the City
and County of San Francisco, that would be his area of
expertise.

MR. COMO: | would say M. Fulmer's not an expert
in the City and County of San Francisco's, for instance,
Sunshi ne Ordi nance and Brown Act issues and that sort of
t hi ng.

MS. WALTER: M hm  Well, | was trying to
establi sh whether he was or wasn't, because he has made

a number of statements with about a city keeping
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i nformati on confidential. So | was wondering whether he
was aware of any constraints that a city m ght be under.

That would be hel pful for the Comm ssion to understand

as wel | .

THE W TNESS: | agree the Comm ssion would val ue
that kind of information, but I'mnot in a position to
provide it. | don't know.

MS. WALTER: Q And M. Como nentioned
specifically the Sunshine Ordinance. Do you have any
i dea of how that would apply in this context?

A No. | only know very generically what the
Sunshi ne Ordinance is, but | have no idea how it would
apply in this case.

Q Okay. Thank you. Next, | have sonme questions
that relate to your proposed timng for the rel ease of
specific custonmer name, address, and usage information.
So if you flip back to page 3 of your rebuttal
testi nony --

A Yes.

Q And looking there at lines 2 to 4, you state
that once a city has commtted to formng a CCA by
submtting a CCA plan to the Conm ssion, then it needs
to be allowed full access to the list of custonmers that
it will, but for opt-out, be serving.

So to make sure my understanding of your
testimony is correct, is it your proposal to the
Comm ssion that it should issue an order so that on the

day of filing a CCA plan, the utility should be required
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to turn over specified customer information?

A In listening to the testinmonies that |'ve
heard so far, ideally, | would like to see the City have
access to that kind of information even before it
submts its plan. We've talked about needing to know
who the | arge customers are in order to better plan for
t he overal |l CCA. | think at a bare mnimum the -- this
could serve as a cutoff, although |I think for planning
pur poses, the CCA would benefit by having this
i nformation sooner than that.

Q So your proposal is that the City should get
some information prior even to this submttal of a plan?
And, you know, what information specifically?

A | think to get -- for -- the soonest that --
the information that | think the CCA would be interested
in, the soonest would be the contact information for
customers over, say, 200 kilowatts or 500 kil owatts.

| don't think they need at an early planning
stage necessarily what their |oads are, but | think it's
i mportant to be conmmunicating with these customers as
early as they can, so that the custoners would be aware
of their options, and the CCA can respond to any issues
earlier rather than |later. These custonmers can have a
big i mpact on what a CCA's overall |oad would be. So
that | evel would be fairly early.

There woul d be no point in getting all the
smal | commerci al and residential customers' names and

addresses quite at that stage; but those big ones, it's
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i mportant to be preplanning to be able to have sonme
feel, as you start arranging for your, say, procurement,
start thinking about your rate design, to have an idea
of how many of these folks you're going to be likely
serving.

Q Then with respect to the timng, you know,
we'd turned to AB 117. And | know you have it right
t here. I f you | ook specifically at
Section 366.2 (C)(3) -- and I'mlooking at (C)(3)(E).
Section 366.2, in general, describes what would be
included in the CCA's inmplementation plan.

A  Yes.

Q And it's under that Section and the specific
Subsection there, capital (E). It provides one itemto
be included in the plan as the rights and
responsibilities of program participants, including but
not limted to consumer-protection procedures, credit
i ssues, and shut-off procedures.

Now, woul d you agree that maintaining customer
confidentiality would be within the broad category of a

consumer - protecti on procedure?

A No.

Q No~?

A No. | would agree maintaining their
proprietary -- their | oad data, which they're very

sensitive to, would come under consunmer protection; but
| don't think providing the basic customer contact

information to the City would violate consumer
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protection.

| think we're now sort of dipping very deeply
into law interpretation, but now, since you asked,
that's my lay -- my lay inmpression.

Q Right. WeIIl, you're asking for customer nane,
and you're asking for address. You're al so asking for
some usage-related information, because you want to know
the size of the customers, right?

A | guess by de facto. If you say, "G ve us the
names and addresses of the customers over a certain
| evel ," there is an inferred usage |evel, but that would
be -- you wouldn't be giving themexplicitly:

Customer A has a load of 1.5 megawatts.

Q But you do agree that even names and addresses
shoul d be kept confidential, correct?

A | think they should be kept confidential by
t he CCA. | don't think they should be kept confidenti al
from t he CCA.

Q But do you think that the Comm ssion has a
role in establishing, you know, what safety or
proprietary measures need to be in place to make sure
that this information, which is utility confidenti al
information, continues to remain confidential? Do you
see --

A | think what the CCA program-- we're going to
need nmore guidelines to make everyone confortable with
this informati on-transfer process. | am not sure that

the existing rules are conpletely applicable to our --
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to this brand new situation.

Q Mmhm | guess | just have kind of a timng
concern, because |I'm not sure, you know, where -- since
| know that the plan had sonme protections that were
going to be included, and at the time of registration,
al so, when the statute there set an opportunity for the
Comm ssion to provide input to CCAs on whether or not
what they have in place is adequate on consumer
protection.

And I'm just wondering. \Where would the
Comm ssion -- you know, in your plan for the change
over, where would the Comm ssion have an opportunity to
| ook at the specifics of the CCA, what they're proposing
in order to maintain customer confidentiality and --
and -- and provide guidance that, yes, that would be
sufficient or not sufficient; changes woul d have to be
made?

A | don't know. | think that can be worked out
in Phase 2; but just sitting here, | can't point to sonme
specific activity or action necessarily where they'l|

say, "Okay. We can now do this, where before, we

couldn't."
Q NMmhm
A | think we will all have to work together to

figure that out in Phase 2.
Q Okay. Thanks, M. Ful mer.
Sort of along that vein, apart from what

you're proposing here, which is to have utilities turn
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over customers' names and addresses and contact

i nformation, do you -- has the City explored any
alternative methods for obtaining the information that
it needs fromits residents to find out if they're
interested in participating in the CCA program?

A The City hasn't shared any information with ne
on -- on that issue.

Q Okay. And then, turning to your opening
testinony, |ooking at page 15 -- and |'m | ooki ng
specifically at lines 19 to 20. You state there that
confidentiality agreenments -- and now we're talking
about a confidentiality agreement. You're proposing, |
think, that there could be a confidentiality agreenment
bet ween the utility and the CCA, correct?

A That's correct.

Q And you're saying that these confidentiality
agreements with adequate penalties can be devel oped to
ensure that CCAs do not abuse their access to customer
dat a.

What did you have in mnd as an adequate
penalty in the event a CCA were to abuse access to
customer data?

A | don't have any specific penalties in m nd.
That's another issue that | think would need to be
wor ked out in Phase 2.

Q Okay. Well, in the case of a CCA that does
abuse the information, would you agree that utilities

shoul d be protected and rel eased fromliability for
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information that they have provided to CCAs, simlar to

what we had in the -- you know, the DA proceeding?
A | think we're treading close to, if not
crossed over the line into what -- when the utility

woul d be legally liable for sonething, and when they
woul dn' t . So I'"'m not conpletely confortable answering
t hat question.

Q Mmhm Well, I mean, |I'm asking just because
you did introduce the idea of adequate penalties for
rel ease of information.

And one -- you know, another option would be,

you know, that CCAs could indemify utilities if the CCA
abused the information, and the -- you know, utility

provided the information to CCA under a Conm ssion order

or a direction from the Comm ssion. It seens that it
woul d only be a matter of fairness that if the -- if
the -- that the CCA would indemify the utility in that

situation.

MR. COMO: Your Honor, | think M. Fulmer has
answered the question; that he -- so that there could be
adequate penalties, and that those penalties could be
wor ked out in Phase 2.

MS. WALTER: Okay, but on the concept -- on --
just to make -- get his opinion as an expert providing
an opinion in the direction that perhaps we should take
in Phase 2.

Q Do you think it would be appropriate for there

to be sonme protection for utilities and CCAs?
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MR. COMO: ' m going to object.

ALJ MALCOLM | think he answered that question.

MS. WALTER: OCkay. Thank you, your Honor.

Q And finally, my last |line of questioning here.
If we |ook farther down the page at lines 21 to 23, also
on page 15, you're tal king about alternatives to
utilities providing information to CCAs. And you
propose that an alternative approach that m ght work as
well would be to have a third-party service provider
receive confidential utility customer information
aggregated in a way to ensure customer confidentiality,
and then provide that aggregated data to the CCA.

And nmy question to you is if you could
descri be how that approach would differ fromutilities
currently providing information that masks specific
customer information under the 1515 rule.

A | think it would differ by the CCA having nore
interactive opportunity with a third party. It's a
di stant second best, a distant second best to having the
CCA directly provided with this. Pretty much, the CCA
woul d be able to work nore closely with this third party
to get the information that it needed, wi thout violating
what ever confidentiality concerns were still on the
table at that time. Again, that's a distant second best
to just having the CCA do it itself.

Q Just a quick follow-up. Are you aware that
this idea was previously proposed and reviewed in the

context of the direct access proceeding, and that it
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wasn't adopted by the Comm ssion?
A | wasn't aware that it was considered, no.
MS. WALTER: Mm hm  Thank you, M. Ful mer.

| don't have any further questions,
your Honor.

ALJ MALCOLM Thank you, Ms. Walter.

We'll be in recess until 10:45.

(Recess taken)

We'll be back on the record.

Ms. Shi gekawa.

CROSS- EXAM NATI ON
BY MS. SHI GEKAWA:
Q Good morning, M. Ful mer. I'm
Jenny Shi gekawa, from Southern California Edison. [''m
just going to ask you a few questions this morning about
foll ow-up on some questions that Ms. Walter from PG&E
asked you.

And if | understood your testinony earlier
correctly, you stated that the City of San Francisco
would I'ike to have customer nanme and address and usage
information to the extent it was over some amount of
usage before an inplementation plan is filed with the
Comm ssi on. |s that correct?

A  No, it's not. | think what they're | ooking
for is the customer contact information --

Q Okay.

A -- but not necessarily the usage information.

Q Okay. So nane and address?
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A And particular contact at the firm

Q Okay. So does that mean the City would Iike
to receive that sonmetime between when an order -- a CCA
is formed and the inmplementation plan is filed?

A Sometime in that time frame is ny
under st andi ng, yes.

Q MWat if a customer who became aware that its
information was going to be released did not want that
contact information released to the City? How would the
City ensure that the request of its resident not to
obtain that information be honored by the City of San
Franci sco?

A So a customer doesn't want to get contacted by
the City about CCA?

Q Right. Doesn't want its contact information
rel eased to the City.

A For the most part, | believe the City -- well,
| would imagine the City would want to respect the
requests of its citizens and its customers; whether they
can or can't, | think, would be an issue for the
Comm ssi on gui delines that come out on custonmer
information release. As a general rule, | don't think
anyone wants to annoy potential future customers.

Q And when you said whether they can or can't --

A Well, | think there are two issues: whether
t hey should honor that just basic request, or whether
somehow that -- the |law or something else would override

t hat basic request. And that, | can't speak to.
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MS. SHI GEKAWA: Okay. That's nmy only questi on.

ALJ MALCOLM Thank you, Ms. Shigekawa.

M. Szymanski .

CROSS- EXAM NATI ON
BY MR. SZYMANSKI :

Q Good norning, M. Ful mer. | ' m Paul Szymanski ,
and | represent SDG&E in this proceeding.

A Good norning.

Q I1'd first like to ask you some questions and
follow up just with some questions you received earlier
from M. OQOuborg.

Woul d you please turn to your opening
testinony, Exhibit 30, at page 11?7 And in the m ddl e of
t he page there, you discuss the utility's |earning
curve. Do you see that reference?

A Let's see. Yes, there in the m ddle.

Q Do you have any facts to support your
assertion that there will, in fact, be a utility
| earni ng curve?

A That would require me to be able to foretell
the future, which, of course, | can't do. | assunme that
the utility will become nore proficient at an activity
that it does repeatedly. Perhaps |I'm wrong, though.

Q Okay. l'd like to turn your attention to
page 13. At the top of the page, there is a heading
t hat says, "Utilities Should Have an Obligation to
Provi de Services in a Timely Manner."

M. Fulmer, | take it from that statement that
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you have a concern that utilities will not provide
services in a timely manner?
A In general, | think the utilities will provide

the services in a tinely manner, but there's al ways a
possibility that it m ght not happen. And much of the
t hings that we talk about here are things that are
per haps not |ikely to happen, but woul d have
consequences if they did.

So, likely to happen? | fully expect the
utilities to be cooperating with the CCAs in providing

them information, et cetera, in a timely way; but just

in case, | want -- it's these just-in-cases that we
spend nost of our time tal king about. And this is one
of those.

Q Do you have any facts to support the concern
that just in case -- that in some cases, utilities wl
not performtheir services in a timely manner?

A The only concern or what raised that concern a
little bit nore and, | think, perhaps -- well, raised
that concern a little bit nmore was the response to a
data request that we received from PG&E, which is, in
fact, quoted later on in that page, where it said they
don't expect to offer any guarantees to conplete work in
a timely manner, and they would be providing it subject
to the availability of conpany resources.

And that just made me a little unconfortable.
| would like a little bit nore commtment to noving this

forward than that particular |anguage.
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Q Is it your expectation, M. Fulmer, that at
some point in the course of this proceeding or as a
result of it, the utilities will adopt tariffs and
potentially service agreenments that contain the terns
and services under which it will be providing the
services that it will be directed to provide by the

Conmm ssi on?

A That will have to be accomplished eventually.
And | think that this is -- this proceeding is where
that will occur. Probably the details will be worked
out in the next phase -- at |east, some of the details;
but this is the proceeding. | understand it to be.

Q And the Comm ssion will retain oversight,

under your understanding, of those tariffs and service
agreements? |Is that correct?

A That's my understandi ng, yes.

Q Nowl'd like to turn your attention to your
reply testinmony, page 7. And on lines 12 -- excuse ne.
Lines 10 through approximately 14, | think the |ines of
text don't exactly correspond to the nunbers on the
| eft-hand margin, but beginning with the sentence that
says, "The CCA has the right and responsibility to
provi de opt-out notices, notification as it sees best."”

And the next line says, "This includes not
only explicit control over the content of an opt-out
notice."

A | think I didn't get to the right page. Now,

where are you | ooking, again?
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Q Your reply testinony.
A Okay. | was in rebuttal testinony.

Q Exhibit 31.

A Okay. | think -- let's continue now. You're
on page --
Q 7.

A 7? Okay.

Q On the first half of that top half of that
page.

A Okay. | think we're together now.

Q M. Fulmer, is it CCSF' s opinion that
customers should be fully informed about the programin
whi ch they would be participating?

A | think the legislation is quite clear that
they are obliged to be fully informed; that they have
t hese various opt-out notices to provide that
information.

Q And is it also true that those -- the
customers who'll be participating in the CCA program

should be fully informed about the program before the

poi nt at which service is comenced -- new service is
commenced for that customer? ]
A | believe that the |egislation specifies the

notifications occur prior to delivery of power.

Q Do you believe that being fully informed as a
customer woul d involve having potential CCA customers
understand the differences between bundl ed and CCA

service?
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A That would be part of the information that
woul d be provided in the opt-out notices.

Q And if a CCA were to inform a potential CCA
customer of some but not all of the relevant terms and
conditions of service, would the customer then be fully
informed, in your opinion?

A The opt-out notification must include al
rel evant information.

Q And based on your understandi ng of the
statute, are the customers to whom the notices would be
directed customers of both the utility and potenti al
customers of the CCA?

A The opt-out notice would be delivered to
anyone who could potentially be a CCA custoner.

Q | don't think that was quite in response to ny
gquesti on.

A Could you say it again then, please.

Q Surely. Are the customers to whom the notices
woul d be directed custoners of both the utility and
potential customers of the CCA. Do you understand the
guestion?

A Yes. And it is sort of a gray area when a
customer becomes a customer of a CCA. But the opt-out
notices after the power is delivered would be clearly
customers that are both of the CCA and of the utility.

The opt-out notices that occur, that are
occurring before delivery of power are in that gray area

as to is this a CCA custonmer or not, but they are
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definitely a utility customer at that point.

Q And if a customer does in fact elect to becone
a customer of the CCA, isn't it also true that that
customer would continue to be served by the utility for
its transm ssion and distribution services?

A That is true.

MR. SZYMANSKI : If 1 can just quickly |look through
my notes.
Q One last question. M. Fulmer, in arriving at

your opinions regarding the release of customer
i nformati on, have you done any anal ysis of any
customer's view specifically on the question of a
utility releasing their customer information to a third
party?

A | haven't queried any customers on that issue.

MR. SZYMANSKI : That concludes my questions.

ALJ MALCOLM Thank you, M. Szymanski .

M. Conmo, is there any redirect?
MR. COMO: One moment, your Honor.
REDI RECT EXAM NATI ON

BY MR. COMO:

Q M. Fulmer, Ms. Walter from PG&E asked you a
guestion about -- actually, she asked you a few
guesti ons about custonmer confidential informtion. And
she referred to Section 366.2(c) 3(e). Do you have that
in front of you?

A | do.

Q And she referred to the phrase "custonmer
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protection procedures.”

s it your understanding that that customer
protection procedure is the customer protection
procedure that is required of the CCA when it submts
its programto the Comm ssion for review?

A | believe that's the part of the statute that
it falls under, yes.

Q And that refers to procedures that the CCA
woul d i mpl ement or would propose to inplement as part of
its plan?

A That would be an el ement of the plan.

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

ALJ MALCOLM Thank you.

M. Comp, any recross?

(No response)

ALJ MALCOLM Thank you, M. Ful mer. You're
excused.

Let's go off the record.

(Off the record)

ALJ MALCOLM Back on the record.

M. Reiger, you may present ORA'S witness.

MR. RElI GER: Thank you, your Honor.

ORA would like to call M. Steve Ross.

STEVE ROSS, called as a witness by

Of fice of Ratepayer Advocates, having

been sworn, testified as follows:

ALJ MALCOLM Thank you.

MR. REI GER: Your Honor, | would like to mark for

identification the testinony of the Office of Ratepayer

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
oo N o o M W N P O O 0o NOo o0 WOWN - O

836

Advocates, the reply testinmony of the Office of
Rat epayer Advocates and the rebuttal testinony of the
Office of Ratepayer Advocates as the next exhibits in
order.
ALJ MALCOLM Leasing off the record.
(Off the record)
ALJ MALCOLM Back on the record.

We will mark as Exhibit 34 ORA's opening
testimony, as Exhibit 35 ORA's reply testinmny, and as
Exhibit 36 ORA's rebuttal testinony.

(Exhibits Nos. 34, 35 and 36 were

mar ked for identification.)

MR. RElI GER: Thank you, your Honor.

DI RECT EXAM NATI ON

BY MR. REIl GER:

Q M. Ross, do you have in front of you the
exhi bits marked as 34, 35 and 367

A Yes.

Q Did you prepare or have prepared under your
direction those exhibits?

A Yes.

Q Do you have any additions or corrections to
make to those exhibits?

A | have two corrections. The first would be to
t he Exhibit 34 opening testimny, page 4, first
par agraph, last line. The phrase that reads "fewer and
| arger CCA customers," that should just read "fewer and

| arger CCAs."
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MR. SZYMANSKI : \What page are we on?

THE W TNESS: Page 4, the opening, first
par agraph, last line. The phrase that starts "fewer and
| arger CCA customers, ."

MR. BUCHSBAUM | can't find it.

THE W TNESS: Section C, you will see a section
header C.

MR. BUCHSBAUM Thank you.

MR. REIGER: Q Could you please repeat that
correction.

A The phrase that currently reads "fewer and
| arger CCA customers," should read "fewer and | arger
CCAs. "

Q Do you have any other corrections?

A One other. In the reply testinmony,
Exhi bit 35, page 6, second paragraph, sixth |line, the

phrase -- the sentence that begins "but bundled
utilities do have ability to respond,” | want to
unbundl e that sentence. It should just read "but
utilities do have the ability to respond.”

Q M. Ross, are the facts --

MR. HUARD: Excuse nme.

ALJ MALCOLM Remove the word "bundl ed.”

MR. HUARD: Thank you.

MR. REIGER: Q M. Ross, are the facts and
opinions set forth this these exhibits true and correct
to the best of your know edge?

A Yes.
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Q Do you adopt these exhibits as your sworn
testinony?
A Yes.
MR. REI GER: Your Honor, | have no further direct.
The witness is avail able for cross.
ALJ MALCOLM Thank you, M. Reiger.
M. Fenn, do you have any questions?
MR. FENN: | don't. Thank you, your Honor.
ALJ MALCOLM M. Cono.
MR. COMO: Just one moment, your Honor.
We don't have any cross for M. Ross.
ALJ MALCOLM M. Bl aising.
MR. BLAI SI NG No, your Honor.
ALJ MALCOLM M . Buchsbaum
MR. BUCHSBAUM  Thank you, your Honor. | hope to
be mercifully brief here this morning.
CROSS- EXAM NATI ON
BY MR. BUCHSBAUM
Q | just have a few clarifying questions.

First, can you turn to page 3 of your rebuttal
testimony. At the bottom of the page you begin to
summari ze your recommendation regarding the various rate
desi gn proposals that have been offered as part of this
proceedi ng.

Am | correct in reading your reconmmendation
that at the time being the PG&E alternative is the
preferred rate design approach?

Let me rephrase.
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A No. | am just trying to -- | understand that
if the PG&E proposal can be inplemented quickly,
woul dn't cause a delay for CCAs, that that would be the
one to use until such time as a GRC, a nethod that would
need a GRC could supersede the PG&E nmet hod.

Q Thank you.

Can you please turn to page 4 of your rebuttal
regarding | oad factors.

If I read your recommendation correctly, you
have concl uded that we should not decide in this phase
whet her | oad adjustments, |oad profile or |oad factor
adjustments should be made to the CRS but that this
i ssue should be addressed at some |l ater point in tinme;
is that correct?

A Yes.

Q Can you please turn to page 7 of your reply
testimony regarding your recommendati ons for ending the
CRS in 2013.

My understanding is that you are reconmmendi ng
that the DWR conmponent cease at that time; is that
correct?

A Yes.

Q And as to the New World conmponent, ny
understanding is it is contingent on various other
factors. You nmentioned coordination of planning for CCA
m gration and utility procurenment as being one.

A Yes.

Q AmIl correct that this is an objective but you
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are not asking the Conmm ssion to issue a firmruling in
this first phase that would term nate the CCA for New
Worl d procurement beginning in 2013?

A Correct.

Q Can you turn to pages 4 to 6 of your reply
testimony. And there you discuss the notice of intent
concept that would cut off the period in which
procurement or future procurement would be taken into
account for a particul ar CCA.

Now wi t hout getting into any specifics as to
the i mpl ementation or how this m ght be enforced, ny
understanding is that your recomendation is that the
CCAs, like TURN and the utilities have proposed, should

have to make some form of a commtment that if they

didn't fulfill, would have cost responsibility
associated with it; is that correct?

A Yes.

Q Finally, I would like to switch gears for a

moment and go back to the discussion of |oad factor
i mplications.

Just to be clear for the record, ny
understanding is that the peakier a load is, the | ower,
under your study, the |ower the CRS woul d be. I n ot her
words, the adjustment would actually nove inversely to
t he peaky aspects of the |load profile, the |oad factor?

A The ternms sometimes can be m xed up.
Page 8 of the opening testinony has a bunch of

numbers that you can |look at -- | use it when it cones
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up to rem nd myself which way it goes.
The peakier your comunity, the |ower the | oad
factor. The lower the |oad factor, the | ower the CRS.

Q | alnost think it is easier to not even talk
about the |oad fact for but say the peakier the
community is, the |Iower the CRS.

A That's fine.

Q The flatter the load factor is, the higher the
CRS?

A Flatter.

Q You were here on Tuesday morning for
M. Comp's and M. Fenn's cross-exam nation of PG&E
Wtness Bell; is that correct?

A Yes.

Q Do you recall their questions where they asked
M. Bell to accept the hypothetical of a group of
customers perhaps in Pleasanton who m ght have a peakier
| oad shape than those in San Francisco that m ght have a
flatter | oad shape?

A Yes.

Q Now even though I know we are deferring
consi deration of this past this first phase, isn't it
true that one interpretation of your investigations is
t hat a somewhat | ower CRS would be indicated for
customers in Pleasanton, all other things being equal,
than for customers in San Francisco, given the
hypot hetical and the assunptions that | have just given

to you?
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A  Yes.

MR. BUCHSBAUM  That's all | have, your Honor.

ALJ MALCOLM Thank you, M. Buchsbaum.

Ms. Shi gekawa.

MS. SHI GEKAWA: Thank you.

CROSS- EXAM NATI ON
BY MS. SHI GEKAWA:

Q Good nmorning, M. Ross. | am Jenny Shi gekawa
from Southern California Edison.

Does ORA have a position on the phase-in of
t he CCA program?

A | don't recall having written about it
anywher e. So --

Q Do you know if ORA is in favor or opposed to a
phase-in of the CCA progran?

A It would depend on the length of time of the
phase-in. | read the transcripts from yesterday, and
there was some talk on the fly from Dr. Barkovich about
if there are different phases and different bl ocks going
at different times but the community was able to inform
the utility of each block in advance, that would be one
way of handling it.

But generally, | think that there shouldn't be
necessarily a phase-in in ternms of years. Maybe nont hs
or weeks, but not years.

Q Do you know if ORA would support a phase-in
program even if it hypothetically cost utilities more to

i mpl ement than a CCA program wi thout a phase-in?
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A | haven't thought enough about phase-ins to go
too detailed into it.

Q Does ORA support the transfer of
customer-specific information, name, address, and
contact information, to the CCA before the opt-out
period expires?

A There is a gray area starting on the day that
power starts to flow and the | ast opportunity for an
opt-out from the custonmer. Before that gray area is
hit, ORA is not in favor of releasing confidential data
to the CCAs. And after that gray period, ORA certainly
of course wants the CCAs to have everything about their
customers that they need to have, and the gray area is
gray.

Q Does ORA believe it is inportant that the
customers have know edge that the transfer of their
information will occur before it occurs?

A | think I heard W tness Ful mer answer

guestions saying that the CCAs are somehow obliged to

make sure they get that. So, yes, it is inmportant.
Q Is ORA famliar with the incremental costing
met hodol ogy proposed by the utilities for inplementation

in transactions costs?

A No.

Q You may have touched upon this area with
M. Buchsbaum, but if you can turn to page 3 of your
openi ng testimony under the heading B there. You state

that the CRS should expire in 2013 on the basis that DWR
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contracts run out in 2013; is that correct?

A Yes.

Q A component of the CRS is the cost of utility
procurement contracts entered into prior to CCA
formation as specified in Section 366.2(f). | s that
consi stent with your understandi ng?

A | mght have to ask you to repeat that.
wi Il just get that section out.

Coul d you repeat your question, please.

Q Sure. I f you |l ook at 366.2(f), | am asking is
it your understanding that a component of the CRS woul d
be the cost of utility procurement contracts entered
into prior to CCA formation?

A Yes.

Q How should those types of costs be recovered
after 2013 under your proposal ?

Maybe it will help if | give you an exanple.
For instance, if a utility enters into new contracts in
2005 and a CCA subsequently formed and makes its binding
commtnment to | eave in 2007, shouldn't those contracts
entered into in 2005 be included in the CRS cal cul ation
for that CCA?

A M recommendation, | would Iike to have the
Comm ssion establish an objective that by 2013 there
shall be no such costs being incurred anynore because
the CCA and utility procurement has been so well
integrated that utilities truly know years in advance

not to procure for a CCA that is departing.
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Q But that mechani sm woul d have to be put in
pl ace?

A And have to be devel oped. So | would urge the

Comm ssion to not simply -- | think that an annual
proceedi ng where a CCA tells a utility a year in
advance -- that m ght not even be enough. That in an

annual proceedi ng, any CCA, potential CCA, could inform
the utilities of several years' worth of procurement
pl ans or m gration plans. And by 2013 | would like to
see that set up sufficiently so that there would be no
New Worl d portion of CRS.
MS. SHI GEKAWA: Thank you, M. Ross.
| have no further questions.
ALJ MALCOLM Thank you, Ms. Shigekawa.
M. Szymanski .
MR. SZYMANSKI: Thank you, Judge Mal col m
CROSS- EXAM NATI ON
BY MR. SZYMANSKI :

Q Good nmorning, M. Ross. Paul Szymanski
representi ng SDG&E.

A Good norning.

Q M. Ross, | would Iike to follow up on a few
of Ms. Shigekawa's questions to you regarding rel ease of
customer information.

You referred to a gray area. \What period of
time does that gray area enconpass?

A  Fromthe time where power starts flow ng

t hrough the CCA to a customer to the tinme when the | ast
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opportunity for an individual customer to opt out has
passed. During that period the customer is a CCA
customer because they are actually getting power from
that customer. At the same time, the customer has not
compl etely foregone their original status as a utility
customer. They haven't made clear -- by doing

nothing -- they haven't made clear that they opt out of
utility service or opt in to the CCA.

And since it is possible that a customer, even
after power starts flowi ng, a customer didn't realize
that this was going to happen, they m ght not truly
consi der thenselves a CCA custonmer during those 30 to 45
days between power starting to flow and the | ast
opportunity to opt out has gone by.

So gray because they're both, for the purpose
of power, not just on one side power and the other side
di stribution and transm ssion, but just gray, both.

Q For the purposes of my next question, would

you take it on face value that customers expect that

utilities will not release customer information unless a
customer provides written authorization to the utility
that that information will be rel eased?

| am not asking you to opine on whether that's
the correct statement of the law at this point. | just
want you to assunme that that's just a given.
A  For the purposes of your next question that
woul d be fine.

Q Right. MWth that understandi ng, what would
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happen if the utility were to rel ease customer
information during the gray period wthout the
customer's written authorization or some other | egal
authority and the customer conplained to the ORA or the
Comm ssion that the utility inproperly released its
customer information? How would ORA or the Conm ssion
respond to that conplaint? ]

MR. REI GER: Your Honor, if | could object to the
part of how would the Comm ssion respond to that part
because it calls for specul ation. If the witness wants
to opine as to how he thinks ORA m ght respond, that's
fine.

MR. SZYMANSKI: That's fine.

Q How would ORA respond, M. Ross?

A Concerned especially because it's possible
that the customer intended to opt out in part because
they didn't want their information shared with another
entity. So we woul d be concerned, synpathetic to that
customer's conpl ai nt.

Q And do | understand it from your statement
t hat you just made that customers should understand that
their customer information may be released in the course
of the CCA program opt-out process before the custoner
actually begins service with the new CCA entity?

A Two parts to an answer for that, two parts.

On the one hand, sure, | think that should be part of a
notice. W are going to -- you know, a CCA will have

your information. W're going to share that or give
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t hat . But second part is, | think that that kind of
information would be -- it's assumed that a CCA would
have that. A customer would just assume that their

supplier has information about their demand, simlar to
the way a customer opting in or entering utility service
assumes that the utility will have this data.

So there's two aspects. There's a presunption
that yes, my supplier will have this data and maybe even
shoul d have this data in order to best satisfy ny
demands but al so because the transfer, | think, is
i mportant, that the transfer of supplier inmplies of
course transfer of responsibility for your data or a
sharing of the responsibility for the data.

Q Do you have any facts to support the assertion
t hat a customer would assume that a CCA should have
certain types of its customer information at the tinme
t he customer would become a customer of the CCA?

A | don't have any studies, if that's what you
mean.

Q O any other support for that assunption that
you just indicated?

A There was something a couple of days ago on
the stand where a utility witness, | forget which one,
sorry about it, but where we were tal king about a
presunption that a custonmer to a utility would -- is
assum ng or it's assunmed that by signing up you're also
giving the utility the right to have that data. So

based on that discussion that | heard on the stand, |
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think the same thing applies to CCAs.
Q So your opinion derives fromthat prior

testimony heard during these proceedings?

A Yes.

Q |Is there any other basis for that assunption,
M. Ross?

A No.

Q Do you generally agree that a customer woul d
be interested in having its customer information
rel eased only upon its express authorization that that
information can be rel eased?

A In the case of a mgration to CCA the process
is an opt-out for becom ng a custonmer of the CCA. So |
think the process would be opt out for sharing of the
information with the CCA. So that's -- opt-out is
slightly different than express perm ssion, which would
be opt-in. So | think that becom ng a customer by not
t aki ng advantage of the opt-out also means the CCA

shoul d have that data because the customer did not opt

out .

Q Well, | understand that there's an opt-out
provision in the statute, but | don't think that
response, if | understood it, responds to the question
asked. So I'lIl try again.

Do customers expect their customer information
to be released only with their express authorization?
And if you don't know, | would understand that as well,

but if you do know, | would appreciate an answer.
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A In the |ast couple years there's been a big
debat e about opt in, opt out sharing of private
information, and | think customers of all sorts of
busi nesses are starting to assert their right to control
t heir data. | think customers understand that some
processes are opt out, some are opt in. | think that if
a customer has been told that sharing private
information is an opt-in, you have to give express
perm ssion in order to have it shared, then they expect
an opt-in, but they also know that some progranms are
opt-out, and then they expect that their information
will be shared according to the agreenment unless they
opt out.

So | don't agree with your statenent. | think
customers expect the form of agreement that they have
been told that they're entered to, and sone of them are
opt-in and some of them are opt-out.

Q Did you hear me make a statement, M. Ross?

A You asked a question. VWhether -- okay. Well,
t hen ask your question a third tine. | mean if |'m not
answering it, ask it again.

MR. SZYMANSKI : Now, your Honor, ny
cross-exam nation estimate of time is now getting
| onger, | just want to have people know that, as it did
with Ms. Barkovich yesterday. | have a set |ist of
guestions, but a lot of it's up to the witness.

ALJ MALCOLM That's fine.

MR. SZYMANSKI: Q M. Ross, do custoners --
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think this calls for a yes or no answer. And |I framed
it as such in the previous two attenpts. "1 try it
one nmore tinme.
Do customers expect to provide authorization

when their customer information is to be released by a
utility to a third party?

A Okay. The previous question didn't specify
whether it was a utility to a third party. Your
previ ous question, you just said, does a custonmer expect
to have that. So. And that's why you got a broad

answer | ast tinme.

Q That's fine. "Il take your answer to this
narrow question then. And | presume it will be a yes or
a no.

ALJ MALCOLM O an | don't know.

MR. SZYMANSKI: Q | gave you that option too, and
"Il give you that option again. So it's up to you.

A | don't think those rules have been
established for sharing for the CCA. | think that's
part of what we're trying to do here is -- so | guess
the answer is | don't know.

MR. SZYMANSKI : Your Honor, can the w tness answer

t he question?

ALJ MALCOLM M. Ross --

THE W TNESS: | don't know.
ALJ MALCOLM: -- you're not answering the question
he's asking, which is with regard to utilities and

unspecified third parties.
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MR. SZYMANSKI : |'ve tried it three times. At
this point if he needs it a fourth time, | would ask the
st enographer to do it.

MR. REI GER: | believe this witness just said "I

don't know" twi ce.

MR. HUARD: | heard that too, your Honor.

THE W TNESS: | don't know the answer to your
gquesti on.

MR. SZYMANSKI : Ckay. "Il nove on.

ALJ MALCOLM Thank you.

MR. SZYMANSKI: Q I'd like to ask you some
guestions now about what we've been calling a rate
design issue but which, for purposes of these questions,
has to do with the applicability of the 130 percent
baseline issue that falls out of AB 1X to the AB 117
Communi ty Choice Aggregation program I s that your
under st andi ng, by the way, when we use the word "rate
design" as a matter of shorthand for that general issue?

A Yes.

Q Now, can we take a | ook at your rebuttal
testi nony on pages 1 and 2. In the m ddl e of the page
there's a discussion, and it references SDG&E.

MR. REI GER: ' m sorry. \What page are we on?

MR. SZYMANSKI : ' m sorry. | beg your pardon.
" m on page 1.

MR. REI GER: Page 1.

MR. SZYMANSKI: The m ddl e of page 1 of ORA's

rebuttal testinony. ' m sorry for that inproper

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

853

reference before.

MR. REI GER: Thank you.

MR. SZYMANSKI: Q And there's a discussion --
there's a reference to SD&&E and there's a reference to
CCSF' s positions. Do you see that there?

A Yes.

Q And | just want to make sure | understand what
your assertions are there. I n particular, can you tel
me, in your opinion, is cost shifting allowed under the
provisions of AB 1177

A No.

Q Okay. |s there any type of cost shifting
that's all owed under AB 1177

MR. REI GER: Your Honor, can | clarify that we are
asking for his opinion, not a |legal definition?

THE W TNESS: To the extent that a CRS is not
considered a cost shift, but it's a shifting back of
costs, that is, there should be no cost shifting. I
mean CRS is just setting things back to the status quo.
So that | wouldn't call cost shift of the type that is
not allowed. That's what we need to do in order to make
bundl ed ratepayers indifferent.

MR. SZYMANSKI : Q M. Ross, forgive me, but |
don't understand what you just said. Could you try it
agai n, please?

A  Would you ask your question? O sorry.

ALJ MALCOLM "' m not sure he answered the

guestion. Wasn't your question whether any cost
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shifting is permtted under AB 1177

MR. SZYMANSKI : Yes, that's right, your Honor.

THE W TNESS: No.

MR. SZYMANSKI : Q Now, I'd like to now turn your
attention to pages 3 and 4 of your rebuttal testinmony.
And in that general area of that testimny you indicate
support for PG&E's alternative approach of scaling the
CRS; is that correct, M. Ro0ss?

A Yes.

Q Okay. Now, woul d PG&E's alternative approach
provide identical AB 1 benefits to CCA custoners? And
if it will help, I"ll indicate, by "identical," | mean
the same cents per kilowatt hour benefit for both
bundl ed and potential CCA customers.

A  No, it wouldn't.

Q Okay. If the overall AB 1X benefits provided
to CCA customers under PG&E's alternative approach are
not the same as current benefits, could that cause a
cost shift to bundled customers?

A It could.

Q So if this approach were adopted and the
subsi dy were to appear on CCA customers' bills and at
the same time bundled customers' bills continue to
reflect the current baseline subsidy, would these
benefits reflect an apples to apples conparison on the
same cents per kilowatt hour basis, all other things
equal ?

A ' m going to make sure that we're taking this,
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my support of the PG&E method in its context, that is,
until -- PG&E method is until a more rigorous method can
be devel oped in a GRC method such as the one that San
Di ego proposes. And the reason for supporting PG&E's
method in the interimis on the assunption that the nore
detail ed methods cannot be inplenmented in time to
delay -- in time to have CCAs seam essly nmove along in
their process.
If, on the other hand, there were a way to

i mpl ement some of the other methods so quickly that it
woul d not hinder the CCAs in their process of becom ng
CCA, that would be even better. Not doi ng anythi ng at
all in the interimwould be worse. PG&E' s met hod does
not conpletely duplicate for every customer the AB 1X
caps, but it does -- it does address themto sone
degree. Just better nmethod.

Q But it also, as you stated a few moments ago,
caused cost shifting, does it not?

A It prevents greater cost shifting.

Q And | appreciate your response a nmoment ago

about your support being sort of contingent on which

program could be -- excuse me -- which proposal could be
i mpl emented earlier versus later, but | think the
gquestion that | had posed to you was whet her or not

there would be an apples to apples conparison of the
benefits under these two approaches. Did you have a
response to that question?

A It wouldn't be what |'ve established.
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Q Do you agree that nmost of SDG&E's current AB
1X subsidies are adm ni stered through conmpdity rate
adjustments, and |I'm tal king about current AB 1X
subsi di es?

A That's nmy understandi ng.

MR. SZYMANSKI : If | could just have a nmonment,
your Honor, 1'll try to abbreviate some of nmy questions.
Unl ess of course you wouldn't want nme to. |'d be happy

to go forward either way. Just a moment off the record.
ALJ MALCOLM  Off the record.
(Off the record)

ALJ MALCOLM Back on the record.

MR. SZYMANSKI: Thanks for your patience, M.
Ross. Just a few nore.

Q Are you generally famliar with SDG&E's rate
desi gn proposal in this proceedi ng?

A Yes.

Q Based on the text that we were | ooking at on
page 1 of your rebuttal testinony, or elsewhere, is it
your understanding that total rates would remain
unchanged for bundl ed service customers under SDG&E's
proposal ?

A Yes.

Q Is the current AB 1X rate cap subsidy being
financed by potential -- strike that. "1l nove on.

And then do you al so understand SDG&E' s
proposal to be that SDG&E is proposing that the same AB
1X benefit be applicable to both bundl ed and CCA
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customers?

A Yes.

Q And do you understand that SDG&E is proposing
that the same AB 1X cost subsidy be applicable to both
bundl ed and CCA customers? |In other words, the current
per kilowatt hour subsidy would also be -- it would be
received by simlarly situated bundled and CCA
customers, and it would also be paid by those who are
nonexenmpt on a cents per Kkilowatt hour basis?

A Yes.

Q Do you know if the utilities currently have a
tiered rate structure for residential noncommodity
rates?

Noncommodi ty.

Ri ght .

> O >

| don't believe so.

Q Do you know if SDG&E is required to have a
tiered rate structure for any nonconmmodity rates?

A | don't know that.

Q Do you know whet her ORA's proposal -- let nme
restate that.

Do you know what ORA's proposal was in SDG&E's
most recent rate design wi ndow proceeding regarding AB
1X subsi dies and costs?

A No, | can't testify to that. No.

Q So the answer is you don't know?

A Correct.
Q

Okay. Are you aware of any utility-specific

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

858

circumstances that need to be considered in inmplementing
a proposal that avoids cost shifting and provides
comparability between bundl ed and CCA custonmers and
avoi ds econom c distortions?

A Just please repeat that again.

Q Yeah. And if you want, | could try to break
that down a little bit.

A Sur e.
Q If it will help. Based on your understandi ng
of the three utilities' circunstances and why they've

proposed what they've proposed, are you aware of
circunmstances for each utility that need to be
considered in inmplementing a rate design proposal,
again, using shorthand for this general issue, that

avoi ds cost shifting and provides conparability between
bundl ed and CCA customers?

MR. RElI GER: Your Honor, if Counsel could explain
what he means by "circunstances.” It's an awfully | arge
and vague term  Yes. W can go off the record a
second.

ALJ MALCOLM  Off the record.

(Off the record)

ALJ MALCOLM  On the record.

MR. SZYMANSKI: Q M. Ross, in your prepared
testi nony, have you indicated that, for exanple, there
may be reasons why SDG&E woul d want to put the rate for
the recovery of the subsidy in one portion of its

overall retail rates rather than another portion of the
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retail rates?

A | don't believe | mentioned any specific
circunstances regarding San Diego that would drive them
to put the adjustments in one rate over another.

Q Are you aware that if the nonbypassabl e charge
were | ocated in various aspects of the rate, overal
rate for SDG&E, that there m ght be some, | believe your
words were in your testinmony, severe impacts? Does that
sound remotely famliar of your testinmony?

MR. RElI GER: Your Honor, could Counsel direct the
witnhess to a page nunber for that paraphrase? W can go
off the record again, your Honor.

ALJ MALCOLM Off the record.

(Off the record) ]

ALJ MALCOLM On the record.

MR. SZYMANSKI: Q May | turn your attention,
pl ease, M. Ross, in response to your counsel's request,
to your rebuttal testimny at page 3? |If you' d please
take a |l ook at the |ast sentence of the paragraph that's
in the mddle of the page, it says,

Al so, the PG&E and SDG&E AB X1-1
shortfalls apparently are | arger
t han those forecast for SCE, and
m ght be more awkward to
accommodate within distribution
rates al one.

A MM hm.

Q M. Ross, those are the utility-specific
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circumstances, or at |east, among them that | was
referring to a few noments earlier.

A Okay.

Q So with that in mnd, go back to ny question
ri ght before that, which was: are you aware, then, of
any other -- these or any other utility-specific
circumstances that need to be considered in inmplementing
a rate-design proposal, such that it avoids cost
shifting prohibited by the operative statute, and
provi des conparability between bundl ed and CCA
customers?

Do you have the question in m nd now?

A  Yes.

Q Okay.

A | am not aware of anything.

Q Well, then, what is it that you meant by the

sentence that we just read?
A That it m ght cause you to need to change the

distribution rate in a way that m ght make it awkward

for the --
MR. SZYMANSKI :  Your Honor, | just can't tell if
he's conpleted his statement or if he's done -- or

whet her he's going to add nore. Pardon me.
ALJ MALCOLM Are you done, M. Ross?
THE W TNESS: | think I'"m going to clip that
sent ence.
It would make it | ook awkward to put al

the -- all the extra charges on distribution. It m ght
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af fect how distribution rates junped.

MR. SZYMANSKI: Q M. Ross, are you aware of the
magni t ude of the subsidy that is contenplated by AB 1X?

A | don't have that nunber.

Q Are you aware that SDG&E may have some
particularly severe consequences?

Let nme restate that. Are you aware that the
magni t ude of the subsidy could have particularly severe
i mpacts for SDG&E?

A | am not aware.

Q Then what is it that you intended by the
sentence you put in your rebuttal testimny that we just
read a few moments ago?

MR. RElI GER: Your Honor, | believe that was asked
and answer ed.

MR. SZYMANSKI: Well, the question doesn't -- the
answer, if there was an answer, didn't make sense, in ny
view, in light of the text that he's written here.

If it does make sense, then perhaps he can
reexplain it in a way that | can understand.

ALJ MALCOLM Did you ask what his intent was
bef ore?

MR. SZYMANSKI : | asked what he meant by the
sentence that | read into the record.

| mean, there was quite a bit of discussion
about utility-specific circunstances. W |ocated that
in his testinmny. | am now trying to understand what he

meant by that, in light of his statement that he's not
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aware of any utility-specific circumstances for SDG&E.

| don't understand how that sentence makes sense, in
light of the statement that he's adopted this norning in
his testinmony.

THE W TNESS: May | try one --

ALJ MALCOLM One m nute.

"Il allow the question.

MR. SZYMANSKI : Thank you.

ALJ MALCOLM  Go ahead.

THE W TNESS: You don't have to put it in a
di stribution rate. This one, you can put it into -- you
can consider putting it into public purpose program
char ge.

MR. SZYMANSKI: Q And, in fact, is that not
SDG&E' s proposal ?

A Yes.

Q And isn't that proposal based on the reality
that there would be severe inpacts for SDGE if they
were put in distribution rates?

MR. REI GER: Your Honor, he's asking the witness
to state why SDG&E's proposal is what it is. | don't
think that's his expertise.

ALJ MALCOLM Maybe you can rephrase it to ask him
whet her he under stands that.

MR. SZYMANSKI : Thank you, your Honor.

That's where | tried to be for the | ast
15 m nutes, which is to make sure | understand only what

you have in your own testinony, and not to challenge it
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as much as to understand it.

Q Is it your understanding that SDG&E's proposal
of locating the nonbypassable charge with or in
conjunction with its public purpose programis designed
to ameliorate the otherw se severe effects of |ocating
t hat charge in some other parts of its retail electric
rates?

A Yes.

Q Based on your understanding of SDG&E' s
proposal, do you envision any cost shifting resulting
from SDG&E' s proposal ?

A No.

Q Do you envision any cost shifting due to
SDG&E' s proposal to recover that nonbypassabl e charge
along with any other nonbypassabl e charges, such as the
PPP?

A | don't see your proposal having any cost
shift.

MR. SZYMANSKI: Thank you. That concludes ny
Cross-exam nation.

ALJ MALCOLM Thank you, M. Szymanski .

Let's go off the record.

(Off the record)
ALJ MALCOLM On the record.

M. Reiger.
MR. REI GER: ORA has no redirect, your Honor.
ALJ MALCOLM Thank you.

M. Ross, you are excused.
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We'll be in recess until 1:30.
(Wher eupon, at the hour of 12:00
p.m, a recess was taken until 1:30 p.m)
* * * * *
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AFTERNOON SESSION - 1:35 P. M
x ok x x %
ALJ MALCOLM Let's go back on the record.
Ms. Grueneich, you may recall your witness,
M. Monsen.
MS. GRUENEI CH: Ckay. M. Monsen.
| think we had noved to PG&E

ALJ MALCOLM Yes. And | think PG&E had al ready
cross-exam ned when we we left. You are still under
oath, M. Monsen.

THE W TNESS: Yes.

W LLI AM MONSEN
resumed the stand and testified further as foll ows:
CROSS- EXAM NATI ON
BY MR. BUCHSBAUM

Q Good afternoon, M. Monsen

A Good afternoon.

Q I'mCraig Buchsbaum and I'm the first of
three PG&E attorneys that will be cross-exam ning you
this afternoon.

MR. GRUENEI CH: This is a first, in nmy experience.
So feel honored. It's taking three separate attorneys.

MR. BUCHSBAUM Q Please turn to page 7 of your
opening testimony, the sentence beginning on line 11.
Now, that sentence, |ike some that you corrected
yesterday, states that the Comm ssion retains
jurisdiction to approve the inplementation plans of

CCAs. ls that correct?
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MR. GRUENEI CH: ' m sorry. \What page were you on?

MR. BUCHSBAUM | was on page 7 --

THE W TNESS: Page 7.

MR. BUCHSBAUM -- line 11. And | did not have
t hat particul ar sentence corrected.

THE W TNESS: Yeah. That's right. | should have
corrected that.

MR. BUCHSBAUM Q Okay. Thanks.

A So you should strike at the end of line 12
"and approve."

Q Now, the implication of this sentence is that
the Comm ssion has certain jurisdiction over CCAs that
it does not have over nunicipal utilities. | s that
correct? |Is that your inplication?

A That's nmy understanding, but | can't -- |I'm
not speaking as an attorney with that perspective.

Q That's fine. Now, after CCAs are formed, do
you believe that the CPUC has any continuing role in CCA
rate design or over the price that CCAs being charged
for their generation services?

A | don't -- | don't know. | don't have --

Q That's fine.

A You know, | don't have a -- again, | don't
under st and. | can't say from a | egal perspective
whet her they do, whether the Comm ssion will continue

with jurisdiction after the CCA is established.
Q That's fine. Pl ease turn to pages 8 to 10 of

your testinmony.
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A  Okay.

Q And there, you list a nunber of possible
benefits, including devel opnment of new generation,
possi bl e |l ocation of new generation near |oad, and
devel opnent of renewabl e resources. |s that correct?

A Yeah. Those are sonme of the benefits |
identified, yes.

Q Can you identify for the record any real-world
exanmpl es where these benefits had been realized
i nvol vi ng CCAs?

A | haven't done an exam nation of other CCAs
around the country, so | can't say. Obviously, in
California, there haven't been any exanpl es.

Q Okay. Pl ease turn to page 13, line 3. And do
you see the sentence where you say, "Custonmers wil
| i kely conpare the total generation rate with the
bundl ed generation costs of the incunbent |0OU"?

A Yes.

Q Do you see that sentence?

Now, why will custonmers focus on the

generation, and not the entire bill?

A Because -- well, the customers may well focus
on the entire bill as well. They may | ook at the entire
bill, but in terms of making the decision between CCA

and retaining or remaining as a bundled service
customer, the services that the CCA provides, they're
generation services.

Q So the remaining conponents of the bill are
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t he sane. |s that correct?

A | would think so. | -- I can't --

Q That's fine.

A | can't see any other potential -- they're
going to be paying transm ssion and distribution costs.
They' || be paying customer services costs. So | don't
see any changes.

Q Now, in addition to that sentence, you would
agree that you make other statements throughout your
testinony indicating conpetition between CCAs and
utilities for undertaking procurenment for custoners.
Isn'"t that correct?

A Could you point ne to one, maybe?

Q Okay. On lines 20 to 21 of page 4 of your
openi ng, you state that CCAs will operate in a highly
conmpetitive environnment.

On page 12, line 3 to 4, "It is inperative for
the Conm ssion to establish evenhanded rules of the road

t hat do not disadvantage the fledgling CCAs."

These -- this is just strictly a foundati onal
gquesti on.
A Okay.
Q | amnot really trying to go anywhere with
t his.
Now, please turn to page 15 -- | mean, page
15, line 19, where -- and this statement was quoted
yest erday, where you state, "CCAs will operate in a
conpetitive environment -- econom c environnment because
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the option for custonmers to return to bundled utility
service means that CCAs will be faced with constant
benchmark conpetition fromthe |ocal [0U."

Do you see that sentence?

A Yes.

Q Now, | read this sentence as indicating that
you contenplate that if bundled rates are |ower than CCA
rates, that CCA customers can switch back to the | QU.

s that correct?

A Could you repeat that again? | --

Q Well, when you refer to there being constant
benchmark conmpetition --

A Mm hm

Q -- between the CCA and the utility, | figure
that once it's established, it has its network of
customers.

The issue there that | am asking you is, |
think there is an assunmption that the CCA customers can
switch back to the utility if the utility's rates becone
| ower than the CCA's rates.

A | don't think that switching rules have been
established yet, but | believe that -- well, like I
said, the rules haven't been established yet in ternms of
how customers can return back to the investor-owned
utility.

Q Now, are you famliar with the rules involving
direct access, and switching rules there?

A | vaguely --
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Q In the case of direct access -- well, scratch
t hat .
So by the term that you -- by the term
"benchmar k" -- "continual benchmark conpetition," you

didn't contenplate any switching possibility?

A | didn't say that.

Q In turn --

A | said the rules haven't been established yet.

Q So you were contenplating at | east sone
opportunity to switch?

A If that's the way that the rules worked out,

t hen, yeah, that would have to be the case; but again,
since the rules haven't been established, it's hard to
know.

Q Now, it's your testinony that new world
procurement costs should not be paid by any CCA
customers. Is that correct? What you refer to as "new
wor|l d procurenment costs.”

A Can you point nme --

Q Well, I"'mlooking at your testinmony beginning
on page 38, yeah, at the bottom of the page.

A Mm hm

Q Then it continues on.

A Okay.

Q So | understand your testimny to say
basically that you don't believe that the utilities
shoul d be able to include in the CRS any new-world

procurenment . Is that correct?
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A Any out-of-market new-world procurement
costs, either above market or bel ow market.

Q Now, do you believe that without a decision in
this proceeding, that the utilities -- either a decision

in this proceeding or a binding statement of intent,

that the utilities are in a position to guess the amount
of the CCA --

A Could --

Q -- load?

A Could -- yeah. Could you -- you had a couple

of remarks there.

Q Okay. I n your testimony referring to
new- worl d procurement, | understand that one of the
bases of your conclusion that the utility should not
have been entitled to -- or should not be entitled to

put new-world procurement into the CRS is that the

utility should have been able to predict the amount of
CCA. | s that your testinmny?
A No. | think -- | think the basis of ny

testinony is actually on page 39, where | talk about
Public Utilities Code Section 366.2. |It's Footnote 25.

Q So you're relying entirely on the Code
Section, not on any public policy argument?

A Oh, no, no. There are certainly -- the -- |
think that it may -- it's reasonable that the utilities
shoul d be able to plan for changes in their bundl ed
service | oad, because | think that's a function that

utilities do today, and have historically done.
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In terms of changes in |oad associated with
demand- si de management, changes in | oad associated with
on-site generation, businesses entering and exiting the
utility service territory, those are all things that
utilities typically plan for, | believe.

Q Now, with respect to the cost shifting, assune
that the Comm ssion determ nes that the utilities should
procure today because it is too early to rely on CCAs,
and that as a result of that, the utility incurs
above- mar ket costs. Now, assume that custonmers | eave
t he CCAs, and can avoid those above-market costs that
have been incurred, that those additional costs now get

shifted to bundl ed customers.

A Okay. So let nme make sure that | understand
what you're saying. In --
Q The Comm ssion determ nes that the utilities

shoul d go out and procure because we can't rely on CCA.
Those --

A In -- okay. So --

Q In the procurenment proceeding.

A Okay. So the Comm ssion makes a decision
deci ding that --

Q ~-- that wutilities should go out and procure.

A Yes. For CCAs.

Q For CCAs.

A And as a part of that decision, do they make
any --

Q No, nothing else occurs. Now CCA is formed.
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And the CCAs | eave the system  And those costs now get
shifted to the smaller pool that still remains. | s that
cost shifting? Isn't that cost shifting?

A Seens inconsistent to ne. It seems to ne that
if the Comm ssion decides that the utilities should
procure for the CCA customers --

Q No. Let's go back to the exanple, because |
don't think you're understanding it.

A Okay.

Q The CCAs -- the Comm ssion issues a decision

saying that CCA at this time is out in the future. The

utilities have to procure today. The utility goes out
and does that. And then those contracts go out of the
money.

A Okay.

Q Step one.

Step two is CCA custoners |eave. And, under
my assunption, they do not bear the costs of those
underwat er contracts. So that -- and assume that the
costs then have to be picked up by the remaining bundl ed
customers. Doesn't that constitute cost shifting?

MR. GRUENEI CH: | have one clarification you could
make.

MR. BUCHSBAUM Okay.

MR. GRUENEI CH: Based upon the way you stated it
this time, which was the step one, which was the way the
PUC says, "Procure now, because CCAs are in the future."

Did you mean to say in the future, or "Procure now,"
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with no statement as to the future?

MR. BUCHSBAUM It really doesn't depend on that,
but -- but the Conmm ssion says, "Utilities, go ahead and
procure today." Then at sonme subsequent point in time,
the CCAs | eave. And as a result of |leaving, the rates
of bundl ed customers would have to rise, because these
contracts now are out of the money.

Q Are you saying that isn't cost shifting?

A | guess what | was saying is that as a part of
t he procurement proceeding, it would be reasonable --
and | think a nunber of parties in this proceeding have
said it's important -- to tie the procurement proceedi ng
to the CCA proceeding, such that you don't run into a
situation |ike your hypothetical.

So that's what I'm -- you know -- now, if
you -- under your hypothetical, you know, under the --

as you lay it out, then there would be cost shifting in

t hat case; but again, | don't see how that -- again, ny
sense and ny -- the reason |I'm having trouble with this
is that | think the Conm ssion has an unbrella

proceeding that's trying to make sure that these various
proceedi ngs actually march forward with some degree of
coherence.
Q Thank you. "Il move on.
Can you turn in your reply testinony on page 6
to lines 21 to 25?
A | have to change binders here.

MR. HUARD: Excuse me, M. Buchsbaum My pages
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aren't nunbered. If you could, give me a section so |
can --

THE W TNESS: Probably Section B.

MR. HUARD: The beginning of a question and
answer, something |like that?

MR. BUCHSBAUM It is the second question on your
-- SDG&E's " Open Season" heading. And it is the
sentence beginning, "Thus, bundled customers can --
bundl ed service customers can reduce |oad at any
time" --

MR. HUARD: Thank you.

MR. BUCHSBAUM -- "or increase |load at any time
and not be at risk."

' m sorry. It's the sentence i nmediately

before that, beginning with the word, "Second."

THE W TNESS: Now I'"m lost. MWhich? MWhich |line?

MR. BUCHSBAUM Q It is line 19.

A Okay. | ' ve got that.

Q | had it right the first time.

Now, do you see that sentence where you say

t hat SDG&E' s open season discrim nates against CCAs as a
group, because they would be required to estimte | oad
with consequences, but the bundled customers would add
| oad at any time and not be at risk? Do you see that?

A Yes.

Q Well, isn't it the case that bundled customers
do pay when bundl ed customers unexpectedly decrease or

i ncrease | oad?
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A It depends on the perspective that you're
| ooki ng at that question from
And when | say that, | mean if you take

bundl ed customers as a class, then that's true.

However, individual bundled customers -- bundled service
customers -- that's not true.
MR. BUCHSBAUM That's fine. | have no further
guesti ons.
ALJ MALCOLM  Thank you, M. Buchsbaum
M. Quborg.

Let's go off the record for just one second.
(Off the record)
ALJ MALCOLM Back on the record.
CROSS- EXAM NATI ON
BY MR. OUBORG:
Q Good afternoon, M. Monsen.
A Good nmorning -- or good afternoon.
Q M. Monsen, can you nane the nmember
organi zations of the Local Government Comm ssion
Coalition? | believe that's your -- the party you're
representing today, is it not?
MR. GRUENEI CH: |'d like to object. It's our
under standi ng that when this issue has come up in prior

proceedi ngs, there has not been a requirement to name --

to provide specific names of organizations -- of the
organi zation or the group that -- for example, with
CLECA, it is our understanding that despite, | think,

probably two decades of practice before here, they have

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

877

never been required to identify the specific names of
t heir organization.

ALJ MALCOLM Let's go off the record.

(Off the record)

ALJ MALCOLM Back on the record.

M. Ouborg, do | understand you are noving to
have that information presented publicly, or just to
PG&E?

MR. OUBORG: Your Honor, I'm-- | would request
that LGCC be directed to provide this information not
just to PG&E, but for the record, so that the Comm ssion
is aware of the parties appearing before it and their
i ndi vidual interests.

ALJ MALCOLM Al'l right.

Ms. Gruenei ch.

MR. GRUENEI CH: Thank you. "Il consult with nmy
client. And then if there does continue to be an
objection, I'"ll notify the Service List of the basis for

t he obj ecti on.

ALJ MALCOLM And can you do that by a date?

MR. GRUENEI CH: Let's see. Today is Thursday.
should be able to do it by next Wednesday. Yeah.
Tomorrow s somewhat of a holiday. And so I'll get in
touch with them Monday. And if | need time to draft
somet hi ng on Tuesday, | should be able to have it out on
Wednesday. That woul d be fine.

ALJ MALCOLM Al'l right. And I'll give any party

an opportunity to respond to Ms. Grueneich's response if
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she argues against the disclosure of her client.

MR. SZYMANSKI : Your Honor, just so |I'mclear,
what Ms. Grueneich will be providing is either an
objection with a basis for that objection, or the
information that was requested by PG&E's attorney?

ALJ MALCOLM That's nmy understandi ng.

Ms. Grueneich?

MR. GRUENEI CH: You bet. MM hm.

ALJ MALCOLM Yes, by Wednesday. Thank you. ]

Go ahead, M. Ouborg.

MR. OUBORG: Thank you, your Honor.

Q M. Monsen, | am going to ask you a coupl e of
gquesti ons about your qualifications. And as with
M. Fulmer, there is no intention to be disrespectful of
your professional standing. But you are testifying in
part regarding the transactions that PG&E has proposed.
| was just interested in your experience relative -- as
an expert, if you will, testifying on those issues.

Do you have any work experience either as a
consul tant or as an enpl oyee where you were involved
with the analysis, design or operation of |arge retail
billing systenms for a utility?

A  You said the analysis of?

Q The analysis of, the design of, the operation
of , how they work, both the hardware and the business
process, does that go with producing bills for, for
exanple, PG&E, a large utility, where we produce

8 mllion bills a nonth?
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You can understand there is a large structure
around that, both systems and people and processes. I
was just wondering if in your consulting career and your
career where you work directly for, for example, PG&E,
know you wor ked for PG&E, in any of that experience have
you devel oped an understandi ng or an expertise around
how t hat process works and all those aspects of the
process?

A | haven't -- | am not a hardware or a software
engi neer. | am an engi neer by training. | have an
awful | ot of experience in |looking at utility filings,
cost of service filings and such. And as a result of
that -- specifically, | have | ooked at one tinme in the
| ong di stant past the revenue cycle services testinony
that the utilities provided, but that was a long time in
t he past.

Q And a related question. You are not an
econom st, are you, by educational training?

A | tell my children | am an engi neer by
training and an econom st by necessity.

Q Thank you.

M. Monsen, could you turn to page 17 of vyour
openi ng testimony.

A Okay.

Q And on line 18 you said direct access existing
unit costs could serve as an upper bound on any
transaction costs inmposed on CCAs.

Then on the next page, at the top of the next
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page, you state on line 2 that unlike direct access

expect a higher volume of transactions for CCA serv

you

i ce.

And | quote: As a result, the higher volume

of transactions should allow the 10Us to anortize t
fixed costs of such services over nore transactions
resulting in | ower per-unit charges.

My question is, does that statement apply
charges based on incremental costs which by definit
woul d not include any fixed costs?

It is more of a question of clarification

am not trying to chall enge anything.

he

to

i on

| think you yourself have pointed to the fact

that this econonmy of scale, if you will, would exist if

there were fixed costs to spread over nore units.

But when sonething is based on the incremental

cost, there is no fixed cost by definition. That i
just increnental.

A | guess | would have to differ with you a
little bit in that regard. There can certainly be
incremental costs that are spread -- what would be
good examnmple of an incremental cost that is not per
unit? It would be a |umpy addition, something |ike
have to buy a conputer and that conputer can serve
300, 000 customers, right? Well, for customers 1 th
299 up through 300,000, is that a sunk cost, or is

i ncremental cost?

S

a

you

rough

it an

And | would say that is an incremental cost.

And so -- but it doesn't change the -- the cost of

t hat
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doesn't change with unit-by-unit incremental additions
of nunber of custonmers.

So in that regard | think I would have to
differ with you a little bit.

Now if you are talking specifically about just
the incremental cost or the marginal cost of serving one
addi tional customer and that would be things |ike paper,
ink, then that isn't what | was addressing here in ny
testinony.

Q Is your understanding -- you have revi ewed
PG&E's testinony, have you not?
A Yes.
Q And the workpapers?
A | have | ooked at them briefly, yes.
Q And based on that review, do you know whet her
any of PG&E's transactions costs that we have proposed
or estimated in this proceeding contain fixed costs?

A lt's my understanding that PG&E is different
than the other two utilities in that regard. And PG&E' s
approach has been to propose that there's a set of fixed
costs that are going to be recovered from al
rat epayers, not just the CCAs, and that there are
incremental costs that are going to be recovered from
CCAs -- incremental transactions costs that are going to
be recovered from the customers of the CCAs.

So in that regard | think your specific
position is slightly different than or is significantly

different than the other two utilities.
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Q | amgoing to try and nmove this al ong. Let me

ask this one nore tine.
We have inmplenmentation costs, which is

one bucket. We have transactions costs, which is
anot her bucket. Transactions costs are based on
activity-based costing where we | ook at the activities
taken to do a bill, for exanple, and we then cost that
out by the |l abor and any materials |ike ink and paper
and we conme up with a cost. That is how we did our
transacti on cost esti mates.

A Hm hmm

Q G ven that description -- does that neet your
under st andi ng of how PG&E's transactions costs were
derived?

A Yes.

Q And given that description, do those
transactions costs, would they have fixed cost in them
whi ch would -- would those costs decline over tinme

assum ng the --

A No.
Q | don't know if the record clearly stated
t hat .
A No.
Q Thank you.
Can you turn to your reply testinmony at
page 18. At line one you state if an IOU -- do you have

that in front of you?

A Yes.
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Q There you state if an IOU is able to provide
specific transition or transaction services without
having to hire additional staff or incur additional
overtime or contractor costs to provide these services,
then the cost of providing those services are not
incremental costs.

MS. GRUENEI CH: Excuse me. Could | double-check
on the page cite again.

ALJ MALCOLM Qur page 18 doesn't say that.

THE W TNESS: M ne does.

MS. GRUENEI CH: Page 187

MR. OUBORG: Yes 18. Page 18 of the reply, line
1 at the very top.

ALJ MALCOLM Let's go off the record.

(Off the record)

ALJ MALCOLM Back on the record.

The copy of Exhibit 29 that is going to be
entered into the record refers to this statement at page
17, line 21, for the record.

Sorry, M. Ouborg.

MR. OUBORG: May | proceed, your Honor?

ALJ MALCOLM Yes.

MR. OUBORG: Q M. Monsen, do you have that
sentence in mnd that | read a short while ago?

A Yes, | do.

Q Let me just clarify. You are not saying
that -- | understand you are saying that if the utility

doesn't add staff, that then there is no increnmental
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cost, but you are not saying that there is no cost at
all?

In other words, if an activity needs to be
performed, a service provided, there is real work and
real cost that goes into doing that? What you are
referring to is who pays for that cost in this
particul ar exanple, right?

I n other words, if no costs are added, you are
assum ng the utility is recovering that cost from
sonebody el se, namely ratepayers, is that correct?

A | am tal king specifically about personnel,
personnel costs here to begin with. And this gets into
t he question that we were tal king about before, which is
what is an incremental cost versus a sunk cost.

Q Let me just stop you there. Maybe you are

making it nore conplicated than ny question. All I'm
asking is -- and maybe it is so sinmple you are just not
understanding ne -- you would agree that there is a cost

to provide that service? You yourself used the term
cost .

You are sinply saying in this example with no
additi onal |abor added, it is not an incremental cost.
Al'l I am asking fromyou is your agreement that there is
a cost associated with that service?

A In terms of cash cost, yes, there is a cash
cost. There could be -- there is a cost of perform ng
t hat service, yes.

Q Thank you. That's all | was after.
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If the utility spends an hour perform ng some
function for a CCA or CCA custonmer, is that hour
avail able to be allocated to other utility work?

A Could you repeat that, please.

Q If an enployee of PG&E spends an hour
perform ng some function for the CCA program, perhaps
billing a customer, something like that, is that hour
spent doing that available to the utility to be used in
some ot her function of the utility apart from the CCA
progran?

A If the enployee is fully -- under your
hypot hetical, | am assum ng that you nmean that the
enpl oyee is spending the entire hour working on nothing
but CCA-related activities? |Is that what you are
assum ng?

Q That's correct.

A And that there's no break in work, that they
are going to start it out m nute one and work through

m nute 60 on that specific topic, is that what you're

sayi ng?
Q Yes.
A Then unless the utility enmployee -- unless the

services that they are providing to the CCA can be used
in some other manner --

Q Let's assume it is a service -- an activity
t hat would not occur if the customer were not a CCA
customer. I n other words, the employee is doing

sonmet hi ng that would not be done otherw se except for
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t he existence of the CCA program

A Then, yes, that enployee would spend the
entire hour working on CCA-related activities. And i f
there is absolutely no other use of those services by
the utility, then that would be work that could not be
applied to the other utility customers.

Q And, M. Monsen, you are an econom st by
necessity but not by training. Are you famliar wth
the econom c term "opportunity cost"?

A Yes.

Q Would you agree that in the exanple we just
tal ked about that there is an opportunity cost
associ ated with perform ng that work for the CCA;
namely, the |ost opportunity to use that hour of |abor
on some other function for the utility?

A Again, under the hypothetical that we talked
t hrough, which is there's no other use for those
services, that the enployee is working at a hundred
percent capacity over the entire hour, then yes, that is
an opportunity cost.

Q Thank you.

You have stated on your reply testinony,
page 18 --

| amtrying to hurry this along, your Honor, |
have got two nmore questions.

Sanme page, line 11, you basically are
testifying that you don't believe the utility will need

to add resources to accommodate CCA program from your
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review of the testimony; is that correct?

A  No, | didn't say that at all.

Q Let me ask you this: Do you believe from your
review of PG&E's testinony that PG&E in all Iikelihood
woul d have to add resources to accomodate the CCA
progran?

A | don't have an opinion. | didn't review them
in enough detail to make that assessnment.

Q M. Monsen, are you aware that PG&E has
presented testinony estimating that for billing, its
enpl oyees spend approximately 40 m nutes on 2 percent of
accounts per nonth on average doing billing-rel ated
tasks for ESPs, and by extension, is estimating the same
woul d occur for CCAs?

ALJ MALCOLM ESP customers?

MR. OUBORG. Q Based on our experience with ESP
customers, PG&E estimates it will spend 40 m nutes on
average on 2 percent of its accounts that will bill in
the CCA service per nmonth doing various follow-up
corrective and other investigative work on those
accounts. This was the testimny of M. Labberton.

can refer you to a cite in his testinony.

A That would be -- | will take it subject to
check.

Q | am not asking you to agree that that is
accurate. | am just asking you if you can accept that

we have estimted that.

A That's your estimate, yes.
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Q WIIl you accept subject to check that the City
of San Francisco would have about 300, 000 electric
accounts?

A | have no way of know ng that, but subject to
check I can accept that.

Q And again, | don't want to have to go through
the math. In the interest of time, would you be willing
to accept subject to check that when you apply 2 percent
to 300,000 accounts, nmultiply that by 40 m nutes, you
come up with 4000 hours on a monthly basis? Trust me on
the math. | am an engi neer, too.

A Yes, | know. Il will trust you.

Q And 4000 hours, just roughly using 200 hours a
month as an enmployee, a full time enployee's nonthly
wor k, woul d you agree that that could be 20 to 25 ful
time enmpl oyees per nmonth sinply to provide billing
services to the City of San Francisco?

A Under all of the assunptions that we have made
so far, which is that your estimte of the amount of
time spent per account and the number of accounts, then,
yes, | think the math is pretty obvious. Again, | would
have to say that | have no way of knowi ng that those are
the right nunbers.

MR. OUBORG:. Your Honor, | have no further cross,
but Ms. Walter will have short additional cross.

ALJ MALCOLM  Go ahead, Ms. Walter.

MS. WALTER: Thank you, your Honor.

CROSS- EXAM NATI ON
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BY MS. WALTER
Q Good afternoon, M. Monsen. | am Stacy

Wal ter, attorney for Pacific Gas and El ectric Conmpany.

| just have a couple questions for you on
customer information issues that you covered in your
testinony.

Turning first to page 3 of your reply
comment s. This would be Iine 21 to 24, or lines 20 to
23 for those that don't have the page nunbers.

You state that customer representatives --

Coul d you hang on a second?
Sur e.
What |ine numbers?

21 to 24 on yours.

> O >» O >

| think mine lines up with yours, yes. Okay.

Q You state that customer representatives have
expressed no concern in this proceeding about rel ease of
information to CCAs. And | just wondered if you could
expand a little bit on what efforts the Local Gover nment
Comm ssion Coalition or its menbers have made to confirm
with customers or customer groups that they don't have
any concerns about release of their confidential utility
customer information?

A | haven't done an assessnent. | just based
that testimny on | ooking around at who is in the room
and | ooking who has filed testinmony related to -- who
has been involved in workshops, who has -- this is ny

reply testinony, so who served opening testinony in the
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proceedi ng.

Q But have you or LGCC done any outreach at all
with customer groups or customers?

A In terms of --

Q Determning their concerns about their
i nformation?

A The nmembers of LGCC reviewed ny testinony. As
| think is indicated in my opening testinmny, there are
cities and counties who will be by definition considered
customers. And they didn't express concern.

Q You mean the city and counties weren't
concerned about the utility releasing the city and
counties' particular customer information to the city
and county? | mean the city and counties are in fact
customers?

A Yes.

Q And they m ght not have a concern about
releasing their own utility information to themsel ves.
But | am tal king about other noncity or county
customers, have you discussed it with any noncity or
county --

A No.

Q Thanks.

Movi ng on, turning to page 4 of your reply
comments, the next page, that would be Iline 6 to 10 on
yours and lines 5 to 8 on the others. Do you see that
section there?

A Yes.
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Q You state that under the 15/15 Rule, and |I am
quoting, the CCA would be refused access to any
information regardi ng medium and | arge industri al
customers or even |large conmmercial customers such as
office buildings.

A Hang on. On line 6?7 It says in addition
under the 500 kW Rul e, not the 15/15 Rul e.

Q You are right, it would be the 500 kW rule
which is a component of the 15/15 Rule.

A Okay.
Q But I just wanted to make sure that you
understand or that you would agree that utilities would

provide and actually have provided aggregated usage
information that would include the usage data of

i ndustrial and comercial customers? |In other words,
not customer-specific informati on but aggregated
information that would include all usage for that cl ass
of customers.

A | think what nmy testinmony says is, again, if
you | ook at what is in the 15/15 Rule, the 500 kW rule
conponent of it says that no information is going to be
provi ded associated with customers over 500 KW  And so
that is what ny testinony says.

Q Right. | just wanted to clarify because that
woul d be a specific line item for one customer | arger
than 500 kW The utilities would not release that. But
if you took a group, and I think the wi tnesses for al

three utilities testified, that if you aggregated data,
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say, to the industrial class, they provide usage data

t hat would include the usage data, not on a line item
customer - by-custonmer basis, that wouldn't be permtted,
but they would include aggregated dat a.

So --

MS. GRUENEI CH: | think we need a question
pendi ng, which m ght be are you aware of testinony
provided in this proceeding.

M. Monsen hasn't been here for the other days
of the testinony. So he may or may not be aware of that
testinony.

MS WALTER: Q When the 15/15 Rule and 500 kW - -

MS. GRUENEI CH: If I could ask you to state your
gquesti on.

MS. WALTER: OCkay.

Q Have you been following the testimny provided
by the utilities in both their witten testinony and in
t he hearings where they explained that the 15/15 Rule
prohibits the release of a specific custoner's
information if it is over 500 kW?

However, information related to those | arger
customers can and has been released in an aggregated
format, say, for the commercial customer cl ass. I n
ot her words, lumped data would include the information,

usage information, for those |arger customers.

A | haven't been -- |like Ms. Grueneich
i ndicated, | haven't been following the transcripts on
t hat particul ar issue. But if the utilities have
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i ndicated that they are willing to provide information
about customers over 500 kW in aggregated form then
that is a good thing, | think. That would certainly
make it somewhat easier.

Again, it depends on the |evel of aggregation
that that |oad data is provided for. For example, if
you were to take customers over 500 kW and group them
with other very dissimlar customers, it would be very
hard to understand what the characteristics are of those
typical custoners. You would have a big lunmp over here
and a big lump over here. And you add them together and
you woul dn't have any idea what's going on.

Q But just so that | understand, because | read
t hrough that and | thought that was a little bit of a
m sunder st andi ng rel ayed there, saying that you never
got access to that information, with the understanding
that at a customer class level utilities do provide it,
woul dn't you agree that it is true -- it is not true
t hat CCA woul d have no access to usage data for the
| arger than 500 kW customers?

A Again, if the data is included in an
aggregation, then obviously it is included. | guess ny
concern is that if the data is included but it is not
included in a manner that is useful, then it is not
particularly useful.

Q Okay. Thank you, M. Monsen.

Movi ng on to page 10 of your reply conmments,

this would be lines 22 to 25, which is lines 11 --
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starts at line 11 for the nonpage nunbered ones.

A Okay. | have got that.

Q Here you say that you believe that customer
information provided to the CCA prior to the formation
of the CCA should not include information that would
enable the CCA to identify specific custoners. ]

A That's right.

Q Okay. My question to you is, how will the
date of CCA formation be established under your
proposal ?

A | believe | addressed that further up in -- if
you go two questions up, CCA will be formed with
approval of the governing body responsible for the CCA.
So at that point that would be the time in which the CCA
woul d be formed.

Q And that's -- if you could just el aborate on
t hat . For instance, we've had, you know, sone
ordi nances have been passed with intent to form CCAs.
Would it be, you know, we could have a series of -- a
series of CCA formation steps that a city m ght go
t hrough. Is there any things that will need to take

pl ace as part of the ordinance?

A | don't have anything in mnd, specifically in
m nd.

Q Okay. Because one of the issues I'mtrying to
get at here is in terms of the city will act, wll

create an ordinance, and if you're saying that after

t hat point then the CCA should get all of the customer
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information, custonmer specific information?

MS. GRUENEI CH: His testimony is after the
formati on of the CCA.

THE W TNESS: Yes.

MS. WALTER: Yeah.

Q MW question is, how then -- we've had sonme
di scussion earlier this morning, |I'mnot sure if you
were here, about the Comm ssion's role and oversight on
what ki nd of protections there are going to be and what
ki nd of agreements there are going to be in terns of
protecting the utility confidential customer
information. And ny question is there is, how would --
you know, if there's -- the point is the creation of the
ordi nance, how would the Comm ssion have an opportunity
to review any proposal or plans for consumer protection
or keeping customer information protected at the point
where you're saying all the information should be
provided to the CCA?

MS. GRUENEI CH: ' m sorry. | think I'"m going to
have to object. W lost, or at least | |ost somewhere
t he actual question. Maybe we could rephrase it a
little nore cleanly.

MS. WALTER: Ri ght.

Q I guess | could be nore specific. When we
were | ooking specifically, and for purposes of saving
time, I"'mtrying not to pull out that statute, but
there's a point at which the CCA files their plan, their

i mpl ementation plan with the Comm ssi on.
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A  Okay.

Q And it seens to me that the ordi nance date and
the date that the Comm ssion -- the filing can be nmade
with the Comm ssion, that there is a time lag, time
problem there in that there wouldn't be any input from
the Comm ssion at the time the ordinance is formed, that
t hat comes before the plan filing. | s that your

under st andi ng?

A The ordi nance date most |ikely, | think, nmost
likely will precede the date that the inplenmentation
plan is filed with the Conm ssion. | would agree with

t hat .

Q Okay. And then just finally, nmoving on to
page 11 of your reply comments, and that woul d be page
10. On page 11 of your reply coments, lines 1 through
5, or page 10 of the unnumbered one, line 18 to 22, you
propose that the Comm ssion authorize a third party data
manager to receive confidential utility customer
information aggregated in a way to ensure customer
confidentiality and then provide the aggregated data to
t he CCA?

A Yes.

Q How would that approach differ fromthe
utilities providing informati on under the 1515 rule in
terms of customer protection?

A | guess the preparation of a lot of this
section of testimny was on the presumption, | think the

written testimny of the witness from San Di ego, that
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i ndi cated that under the 1515 rule or under the 500 kW

rule 500 kKW custonmer data would not be provided. So

that's the basis of this -- of this answer is that if
there's no way that the utility can provide those data,
then we have to figure out some other way to do it. But

since we've tal ked today, you've indicated that the 500
kW and above data will be provided by the utilities.

ALJ MALCOLM | don't think you're answering her
gquesti on.

THE W TNESS: Okay. Yeah. l'"'mtrying -- | guess
that what |'m saying is that the -- there shouldn't be
a -- | mean if -- to the degree the utilities are
willing to aggregate data in nultiple forns at
reasonabl e costs in the same, you know, as a sonme sort
of third party data manager m ght be willing to do, then
there's no difference.

MS. WALTER: OCkay. Thank you, M. Monsen. That
was nmy | ast question.

ALJ MALCOLM Is there any redirect?

MS. GRUENEI CH: Just one m nute.

ALJ MALCOLM  Off the record.

(Off the record)

ALJ MALCOLM  Back on the record.

MS. GRUENEI CH: Just a couple of questions, your
Honor .

REDI RECT EXAM NATI ON
BY MR. GRUENEI CH:

Q If I could follow up right now with the item
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t hat you were just discussing, which is the statement in
your testinony that, for exanple, the 10Us are concerned
with providing confidential customer data to CCAs prior
to the on-line date of the CCA, and you gave as an
exampl e of one approach that m ght be used is a third
party data service?

A Yes.

Q In your reference to the 10U concerned with
providing confidential customer data to CCAs, was that
based upon your understanding that there m ght be
concern fromthe 10Us with the CCAs' business
relationship with ESPs and the ESPs' access to
confidential customer data?

A | think I mssed the | ast part of the
guestion. Could you run that past nme again?

Q Yes. \When you stated that the 10Us are
concerned with providing confidential customer data to
t he CCAs - -

A Right.

Q -- was that based upon your understandi ng that
one area of that concern had to do with the possibility
that CCAs m ght in turn provide that confidenti al
customer data to ESPs?

A Yes.

MR. SZYMANSKI : Your Honor, could we have a page
cite again for this appropriate cite?

MS. GRUENEI CH: It was the one we were just

di scussi ng, which was the --
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ALJ MALCOLM Page 10.

MS. GRUENEI CH: -- reply testinony, page 10. I n
mne it's page 11.

Q The question was, could these data providers
al so provide services to CCAs that have been officially
est abli shed but have not yet come on line?

ALJ MALCOLM Which is page 11 on ny Exhibit 29.

MS. GRUENEI CH: It's the |l ast question just above

Section 4.

MR. SZYMANSKI : Go off the record again. | think
t he page mght -- can we go off the record for just a
moment ?

ALJ MALCOLM  Off the record.
(Off the record)

ALJ MALCOLM  Back on the record.

MR. SZYMANSKI : Your Honor, my objection is | have
no idea why this -- what this question has to do with
ESPs. As | under -- perhaps |I'm m staken, but | don't
recall any cross-exam nation dealing with ESPs, but |
seemto recall Ms. Grueneich's redirect dealing with
ESPs. And so I'm -- perhaps |I'm m staken, but | just
didn't understand the foundation for her question.

MS. GRUENEI CH: The question that had come from
PG&E was whet her the use of the independent third party
woul d satis -- nmy menory was whether the use of the
third party approach would satisfy the concern with
regard to providing confidential customer data.

MS. WALTER: | think nmy question really was, how
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woul d that approach differ fromutilities having a third
party do it? How would that differ from having third
parties aggregate data in a way that you coul dn't
determ ne individual customer information from data that
was released to CCAs? How would that approach differ
fromutilities providing information in the 1515 rule?
That was nmy question.

MR. SZYMANSKI: That's what | understood Ms.
Walter's question to be as well.

MS. GRUENEI CH: | ' m happy to strike ny question.
| m sunder st ood. My question and answer. We have to
get moving, and |'m happy to strike it.

ALJ MALCOLM Ckay.

MS. GRUENEI CH: Q You were also asked sonme
guestions today under a hypothetical that, as | recall,
this is the nmultistep hypothetical. So if I have this
guestion wrong, let nme know. But generally, the
assunption had been, | believe, that if there had been a
Comm ssi on deci sion on procurement in which the
Comm ssion had determ ned there were no CCAs and the
utilities should procure 100 percent. Do you recall
t hat hypot hetical ?

A  Yes.

MR. BUCHSBAUM | don't think |I said no CCAs.
just said that there was a determ nation that
procurenment should be undertaken.

MS. GRUENEI CH: Ckay.

ALJ MALCOLM  And that subsequently that CCA
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customers would transfer over to the CCA?

MR. BUCHSBAUM Yeah. Just that basically the
Comm ssion made a determ nation that a certain amunt of
procurement by the utility should be undertaken.

MS. GRUENEI CH: Okay.

MR. BUCHSBAUM That then --

MS. GRUENEI CH: That's fine. | can go with that
one.

Q You are famliar, are you not, with the
testinony that's been filed in this case with regard to
the possibility of pursuing an open season approach?

A Generally famliar with it, yes.

Q I1'd like to focus in terms of the hypothetical
on the assunption that we're in the time frame where
there is a Conm ssion direction to procure 100 percent
and no open season rule is yet in effect.

A MM mm.

Q And then I'd like to take you in a
hypot hetical, or let nme strike that.

To your know edge, has the Comm ssion issued
an order to the utilities directing themto procure 100
percent ?

A | believe that the current -- that the
utilities are developing their procurement plans right
now and those plans haven't been approved yet. And so |
don't believe the reasonabl eness of the assunmptions in
t hose procurenment plans has been exam ned yet by the

Conmm ssi on.
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Q And let nme be a little bit nmore precise.

Let's assume we are as we are now in year 2005. To your
knowl edge, has there been any Conmm ssion prohibition on
a utility assumng that there would be some CCA
occurring in 2006, and therefore, in terms of its
procurenment decisions that it would make between now and
2006 it could procure for less than 100 percent in 2006?
To your knowl edge, has there been a prohibition on that?

A Not to nmy knowl edge.

MS. GRUENEI CH: Those are all the questions |
have.

ALJ MALCOLM  Any recross? Thank you, M. Monsen.
You' re excused.

THE W TNESS: Thank you.

ALJ MALCOLM We'll be in recess until 3:50 -- |I'm
sorry -- 2:50.

(Recess taken)

ALJ MALCOLM Back on the record. M. Florio is
on the stand for TURN. M. Florio, you will conduct
your own prelimnary exam nation.

THE W TNESS: Yes. Thank you, your Honor. TURN

previously distributed a docunent entitled the Reply

Testimony of M chel Peter Florio, dated March -- My
7th, 2004. Could I have that marked.

ALJ MALCOLM Yes. We'll identify that as Exhibit
37.

(Exhi bit No. 37 was mar ked for
identification.)
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THE W TNESS: Okay. And | guess | need to be

swor n.
M CHEL PETER FLORI O, called as a

witness by The Utility Reform Network,

havi ng been sworn, testified as follows:

ALJ MALCOLM Thank you.

DI RECT EXAM NATI ON

THE W TNESS: My name is Mchel Peter Florio, |ast
named spelled F-1-0-r-i-o. ]

Exhi bit 37 represents ny testinony in this
proceedi ng.

| have one correction at the top of page 1.
The title should read, "Prepared Reply Testinmony,"
rat her than, "Prepared Direct Testinmony."

And with that correction, Exhibit 37 is ny
prepared direct testimony. The facts stated therein are
true and correct, to the best of nmy know edge. And the
opi nions stated therein represent my best informed
opi nion and judgment.

And | am avail able for cross.

ALJ MALCOLM Thank you, M. Florio.

Any cross-exam nation -- oh, M. Blaising, you

had some?
MR. BLAI SI NG Yes.
CROSS- EXAM NATI ON
BY MR. BLAI SI NG
Q Good afternoon, M. Florio.
A Good afternoon, M. Bl aising.

Q | represent in this proceeding the Inland
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Val | ey Devel opnment Agency, which is a public agency in
San Bernardi no County potentially interested in becom ng
a community choi ce aggregator.

My questions are limted to your discussion in
Exhi bit 37, your reply testinmny, dealing with the
i ndifference fee. Specifically, if you would, turn to
page 4, please.

A | am t here.

Q On line 4, the sentence begins there. You say
t hat the purpose of the indifference fee is to assure
t hat bundl ed service customers are econom cally
indifferent to the mgration of customers to CCA or DA
service.

| believe in the page preceding this, you
described the indifference fee as being made up of
ongoi ng CTC and the DWR power charge. Is that correct?

A Yes. That's correct.

Q Okay. | f you would, maybe descri be your
under standi ng of how this indifference fee would work as
background. You recall that we have had testinony by
Depart ment of Water Resources on this topic. | am not
asking for an el aborate discussion, but npre just a
| ayman's description of how this would work.

In a situation where DWR contracts are above
mar ket , how would you -- how do you describe this charge
bei ng established?

A  Well, the calculation is done on a total

portfolio basis. So each of the 10Us has DWR contracts
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assigned to it, and costs associated with those
contracts and their own utility-retained generation and
contracts. So that whole portfolio under current
circunstances tends to be above market.

What the indifference calculation does is
| ooks at, in essence, the change in the average cost of
t hat portfolio when some of the |oad departs. And
because you have fixed costs that are spread over a
smal | er base, the average cost to the custonmers that do
not depart in one way or another goes up.

So the indifference fee is a mathematically
cal cul ated figure that, when charged to the load that is
departing, |eaves the remaining bundled customers paying
the same average generation rate that they were before
t he departure.

Q M. Florio, you indicated that it's primarily
the fixed costs that are spread. | s that your
under st andi ng?

A Well, fixed in the sense that there are firm
contract obligations. It may be an obligation to take
energy at a per-kilowatt-hour price, but if that
obligation is take or pay, it is essentially a fixed
obl i gation.

| think "unavoi dable cost” is the term that
was used in the statute.

Q M. Florio, based on your understanding, would
there ever be a situation where market prices would be

such that the total portfolio would actually be |ess
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t han the market price?

A That would be a wonderful day; or actually,
maybe it m ght not. | mean, if market prices escal ated
substantially, you could have a situation where the
utility portfolio as a whole, because of its fixed
conponents, was below market, but that would occur only
because the market price had -- had gone very high.

So, you know, it would be good in the sense of
not having stranded costs, but it m ght be a bad thing
in the | arger context.

Q In that scenario that we've just described
where, in fact, the market price is such as that the
total portfolio is actually blow market, are you aware
of any proposal to provide a credit to comunity choice
aggregation customers?

A | am not aware of any. | think that the --
it's not a situation that the Comm ssion has ever dealt

with, with direct access or other forms of departing

| oad.

Arguably, it would make sense to pay people to
| eave, but | think the incentive for people to |eave
under that circunmstance would -- there would be no

incentive, because |leaving the portfolio would result in
incurring higher market prices. So, you know, when a
scenario |like that occurred in the past, what we saw
with direct access was nost of those customers com ng
back to bundled service. So, you know, theoretically,

in February of 2001, it m ght have made sense to pay
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people to | eave, but that wasn't the direction they were
goi ng. And 1'd suspect it's unlikely to occur in the
future, but it's theoretically possible.

Q Wuld you state in a situation where
customers from the beginning of a community choice
aggregation program -- say, for example, in 2006 -- pay
cost responsibility surcharges based on the total
portfolio being above market, and subsequently, that
total portfolio becomes bel ow market -- would you agree
that it would be reasonable, since those custoners have
actually paid for the above-market portion, to receive
some type of credit or other mechanism, financia
mechani sm when, in fact, that -- the total portfolio is
bel ow mar ket ?

A  Well, there was a provision like that wth
direct access, with what was then called "the PX
credit," where, during the crisis, the utilities were
actually paying custoners to be on direct access. And
what ended up happening is the utilities went bankrupt.
So | think fromthat perspective, there would probably
be some reluctance among policy makers to re-create that
same -- the potential for that same scenario to happen
agai n.

| guess | would say if there was a tenporary
blip, where the price was |ower and -- and before and
after that, there was a positive charge, it m ght make
sense to have, you know, a credit against the positive

charge for the time that was negative. | think if it
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were -- |'m not sure you'd want to go beyond the point
where it was net zero.

Q Thank you. Were you -- you may not have been
here this nmorning. M. Ross was -- were Office of
Rat epayer Advocates was describing a proposal in 2013
where essentially the cost responsibility surcharges --
or at |east those that make up the indifference fee --
woul d no | onger be a applicable. Are you famliar in
general with this proposal ?

A | recall that concept being introduced.
don't agree with it.

Q Wuld you explain why you don't agree with it?

A Well, sonme of the obligations that the
utilities have entered into extend beyond 2013. That's
currently beyond the date when all of the DWR contracts
expire, but | think it's conceivable that in the course
of renegotiation, some of those m ght be extended. And,
you know, you have things |like nuclear plants that may
be above market that -- or maybe not, but assum ng there
are -- or QF contracts, those kinds of |egacy resources
could have above-market costs beyond 2013. And
utilities are -- or at |least some of the utilities are
maki ng new comm t nents.

| think the Comm ssion just yesterday approved

some contracts and sone investments for SDG&E which |
didn't happen to agree with, but the Comm ssion approved
t hem And those are now commtments that any customer

| eaving SDG&E in the future would have to cover a part
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of. And that could be for a very long tinme.

Q M. Florio, specifically on those contracts
t hat were approved yesterday, it's my understandi ng that
there's a provision in there that obligates custonmers
that take either direct access service or community
choi ce aggregation or other fornms to those costs for a
ten-year period. | s that your understandi ng?

A | have not seen the final decision yet. I
believe that was in one of the draft decisions. And
TURN commented that that was inadequate, but | don't
know what the Comm ssion did on that.

Q Wuld it be accurate to say that -- well, |et
me ask it this way.

In your view, is it reasonable to set sone
point in the future at which there would not be any cost
responsi bility surcharges?

A  Well, I think the statute actually addresses
t hat . Section 366.2(F)(2) refers to the electrical
corporation's estimted net unavoi dable electricity
purchase contract costs -- |I'mskipping a little bit --
for the period commencing with the customers' purchases
of electricity fromthe community choice aggregator
t hrough the expiration of all then-existing electricity
purchase contracts entered into by the electrical
cor poration.

So it looks to nme as if the statute
contenmpl ates it going for the life of those contracts,

which, | think, with some of the QF contracts, iIs
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possibly into the 2020s. ' m not certain of that.
MR. BLAISING  Very good. Thank you.
That's all, your Honor.
ALJ MALCOLM Thank you, M. Bl aising.
M. Buchsbaum
CROSS- EXAM NATI ON
BY MR. BUCHSBAUM
Q M. Blaising asked you some questions about
t he potential of there being a negative CRS. And | was
just wondering whether your reconmmendation at this time
is that the Conmm ssion take sort of a wait-and-see
attitude based on the -- because the circumstances could
be so unknowabl e and unforeseeable at this point to try
to take an affirmative position at this tinme. | s that

sonmet hing you think would be a wi se public policy?

A In general, | think it would be wise to wait.
| mean, | think the one exception |I would make
to that is -- now, |I'mrecomending that there be a
true-up, and -- as | think a nunber of parties are.

And let's say in doing the true-up, 11 nonths
out of the year there were positive costs, but in one
month there were negative costs. | think those should
be netted out; but in terms of a general policy of
paying credits to people who |eave, | would not
recommend t hat .

Q Turning very quickly to your -- what | cal
"distributed generation proposal" --

A Yes.

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

911

Q Is your -- rather than questioning about the
| egal aspects, which I'm going to defer to the briefs,
|'"m just trying to understand your proposal. If a power
pl ant was | ocated outside the service territory of the
CCA, under your proposal, would that be eligible?

A  No. MWMhat |I'menvisioning is treating a CCA
just like a single customer, so that if that entity
devel ops a power plant within its boundaries, just I|ike
if an individual customer devel ops a power plant on
their location, that that would be eligible for

treat ment as custonmer generation --

Q Now --
A -- but not a renote |ocation.
Q Okay. As a former tax lawer, I'ma little

bit concerned about how that woul d work. Let's say we
have the City of San Francisco.

A Mm hm

Q And it decides that it wants to enter into a
CCA relationship with the town of Buttonwi || ow. Do you

know where that is?

A Vaguely, yes.
Q It's near Fresno.
A MM hm.

Q And so you have a CCA that's CCSF and
Buttonwi |l ow. And the plant, o and behold, is put in
Buttonwi | | ow. ' m not trying to be difficult, but does
that qualify?

A \What you're envisioning is a joint power
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authority; that Buttonwi |l ow and San Francisco jointly
were a CCA, or --

A Exactly.

Q Yeah.

A | mean, | -- it's hard for nme to see that
bei ng consi dered, you know.

To the extent that it was nmeeting load in

Buttonwillow, | think it would -- you could call it
"customer generation,"” but to envision that power
serving San Francisco, | think it's not distributed
generation anynore. It's remote generation.

Now, if you had San Francisco and

Sout h San Francisco, that are contiguous, | think ny
answer m ght be different, but to say it's renote
generation that's going to have to require transm ssion
to get it fromone |location to the other, it's hard for
me to see that being customer generation or distributed
generation.

MR. BUCHSBAUM Okay. | have no further
guesti ons.

ALJ MALCOLM Ms. Shi gekawa.

MS. SHI GEKAWA: Thank you.

CROSS- EXAM NATI ON

BY MS. SHI GEKAWA:

Q Good afternoon, M. Florio. " m
Jenny Shi gekawa, from Southern California Edison.

A Good afternoon.

Q |If you could, turn to page 8 of your
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testinony.

A Okay.
Q Lines 13 and 14.
A MM hm.

Q And you state that the vintage indifference
rate paid by each of CCA's custoners would be based on
the date that the utility was notified of the CCA' s plan
to depart. Shoul d the indifference rate that you're
tal ki ng about be vintage by year or sone smaller
increment of time?

A | think just for practicality purposes, it
probably should be a rate for each year.

|f you got down to, you know, parsing days and
mont hs, you could have -- you would probably have a
different rate for every single CCA. And, you know, |
could i magi ne, you know, if there were some unusua
circunmstance where, you know, a CCA was | eaving and, you
know, two weeks later, the utility entered into sonme
maj or comm t ment, know ng that that CCA was gone, you
m ght want to make an exception, but | think the general
rule should be once a year.

Q Thank you. If you could, turn to the next
page, page 9.

A  Yes.

Q At the top of the page, you talk about what
m ght happen if the CCA declares an intent to form, but
t hen does not do so. And you talk about a penalty that

shoul d be assessed agai nst the governmental entity that
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declares its intention to form and doesn't do so. Do
you think the Comm ssion would have sufficient
jurisdiction to inpose such a penalty on a CCA?

A | think as part of whatever you would call the
com ng and going rules or the exit and entry rules, the
Comm ssion could create those kinds of ternms and
condi tions.

| mean, perhaps they would need to be, you
know, expressed contractually as part of the arrangenent
bet ween the CCA and the utility, but | mean what -- in
tal ki ng about a notice of intent to forma CCA, | was
intending that to be a binding |egal obligation. So |

think in that context, you know, consequences can attach

to that.
Q Thank you. |f you could, turn to the next
page, page 10, lines 19 and 20. You di scuss the AB 1X

restriction on 130 percent baseline?

A Yes.

Q And you state that over time, it may be
possible to reflect any remaining AB 1X benefits in
di stribution rates. Do you see that?

A Yes.

Q Are you aware that the rate-design phase of
SCE's 2003 GRC is currently in progress?

A Yes. And | understand that Edison would Ilike
to do this in the context of that proceeding.

Q Do you think that's an appropriate place?

A | am not a witness in that proceedi ng, but you
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know, | guess | would say this. If -- if it's done in

t hat proceeding, it resolves the issue, but |I'm not sure
what ot her consi derations there nmay be in that case that
m ght | ead the Comm ssion not to, you know, reflect the
differential entirely in distribution rates. ]

Q Thank you.

One | ast question. | don't know if you have
had the opportunity to read the transcript, but
yesterday Dr. Barkovich was on the stand and i ndicated
t hat she had proposed a CRS for 2005 when no other party
did so.

Has TURN proposed a CRS to be applicable in
2005 in this proceedi ng?

A No. | did read that part of the transcript,
and it is apparent that Dr. Barkovich and |I did have
different expectations about what the purpose of this
proceedi ng was. | thought that this was a policy
proceedi ng where we were establishing the principles
t hat woul d govern. But just as with the direct access
CRS, | had assumed that the actual charge or the
forecasted charge would be set in the same proceeding
where the DWR revenue requirement is allocated.

We have numbers in M. MMahon's testinony,
Exhibit 1, but he expressly stated that those were
illTustrative.

So | wasn't anticipating an actual charge but
sort of the recipe or the cookbook would be established

here and that it would be a fairly mechanical process
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once DWR submts its 2005 revenue requirement to
cal cul ate what a CCA CRS would be for anybody that |eft
during 2005.

MS. SHI GEKAWA: Thank you, M. Florio. | have no
further questions.

ALJ MALCOLM M. Szymanski .

MR. SZYMANSKI: Thank you, your Honor.

CROSS- EXAM NATI ON

BY MR. SZYMANSKI :

Q Good afternoon, M. Florio.

A Good afternoon.

Q | have just one or two questions for you.

A moment ago you mentioned guiding principles
for this proceeding. And ny question kind of goes to
what | believe -- what SDG&E believes, anyway -- is a
gui di ng principle.

Can the Comm ssion make any findings or
directives or adopt the proposals of any party in this
proceedi ng that would cause any cost shifting to bundl ed
customers?

A Can they? | don't think they should, but the
Comm ssi on has done a lot of things over the years that
| didn't think they could or should do.

"' m not recommendi ng that. | think that no
cost shifting is sort of one of those fundanent al
principles that should be adhered to.

Q And indeed, you are a |awyer by training as

well, is that true?
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A Yes.

Q And the express prohibition in the statute
agai nst cost shifting would have a direct bearing on the
policy and other findings that the Comm ssion would make
in this case; isn't that true as well?

A To the extent that one can get those enforced
in court, yes. But some of us have not been all that
successful at that in the past.

Q | think that answers the question that, no,

t he Comm ssion should not do it and it cannot do that,
but --

A In a practical sense, the Comm ssion is
| egally bound only to the extent that the courts in fact
bind it. That has been a fairly | oose standard over the
| ast coupl e of decades.

MR. SZYMANSKI: Good enough.

Thank you, your Honor. That's all | have for
M. Florio.

ALJ MALCOLM | thought Appellate review was going
to fix that.

THE W TNESS: Well, we hope.

ALJ MALCOLM Is there any redirect, M. Florio?

THE W TNESS: No, your Honor.

ALJ MALCOLM Thank you. You are excused.

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

Off the record we discussed the organization
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of the briefs which will be due July 9th; closing briefs
due July 23rd.

We are going to use the opening testimny of
Edi son's witnesses as an outline, the outline in the
tabl e of contents as an outline for the briefs.

Parties may need to add itenms, but | just ask
t hat you use something that is akin to that so that we
are all sort of speaking the same | anguage.

| would |like to make sure that those of you
who care address Comm ssion procedures and proceedi ngs
and formats, whether that is tariffs or hearings or
what ever, for different kinds of calculations, rate
i mpl ement ati on, service inplenmentation, whatever. And
that may need to be in a section at the end, or you can
i ncorporate it in your discussion. | don't care.

| mentioned the other day off the record that
| am curious to know whet her we could start Phase 2
bef ore we have a Phase 1 Comm ssion order. ' m not sure
at this time how interrelated the issues are. You may
need a Comm ssion order in order to formthe basis of
your testinony in Phase 2. But if we don't, then I am
going to nove it along. Either way | will probably
schedul e a prehearing conference maybe just right after
your briefs come in so that we can get things organized
for Phase 2.

MR. HUARD: Your Honor, in that regard, | think

that this phase has addressed cost, basically,

i nformation. What we haven't gotten into is
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i mpl ementation of rules. And possibly the approach that
you have used to begin with, which was a workshop that
devel oped a straw man, | think that was fairly useful.
There is no reason that process couldn't be used again.
At |l east that is my suggestion.

ALJ MALCOLM You think that was hel pful ?

MR. HUARD: Yes.

ALJ MALCOLM You had one workshop on the straw
man proposal ?

MR. HUARD: | think we had two.

ALJ MALCOLM And | will work with Amy on how to
organi ze that and structure it.

MR. COMO:. We had a conversation with M. Ouborg.
| don't know if you were there. But it was the general
feeling that that was useful in working out issues
within the direct access proceeding, at |east for nost
of the issues that were not contentious.

ALJ MALCOLM Right. A lot of those provide sone
common understanding. And maybe there is sonme
negoti ation possible so that we won't have to spend a
ot of time in hearings on Phase 2.

MR. SZYMANSKI : Your Honor, just one brief point.
| agree with the comments of M. Huard and M. Cono.

But there is one aspect of the linearity of this
proceeding that | think we all may want to acknowl edge,
and that is that | think what we're doing, to the extent
there are costs provided, there are estimtes of various

costs and those costs are supposed to be finalized as an
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outcome of Phase 2, as | understood the general
objective. And so before we can go to the process of
finalizing those costs at the cul m nation of Phase 2, |
think that the objective was, as a result of Phase 1, to
have the Comm ssion's determ nations as to types of
costs and rules to the extent they are considered now,
for exanple, the conponents of the CRS and sone of the
i ssues that have clearly been an issue already.

Once those issues are finalized, then it is
sort of drilling down to another |ayer of detail. I
think to sone extent that needs to happen.

ALJ MALCOLM | agree with you sort of. | intend
to go as far as | can in the Phase 1 order with the
record that we have. | know that some of the estimates
for costs rely on a Comm ssion determ nation of what the
service is going to look |like or something |like that.

And in those cases there wouldn't be final costs. But

if I can propose final costs or final cost elements, |
will if we have enough in the record.

| think that's all | had.

Our June 24th hearing will be for testinony

from M. Fenn, M. Chicchetti, M. Clarke, M. Orth and
then utility witnesses who submt reply testinony to the
| VDA testinmony.

MR. SZYMANSKI : | believe M. Chicchetti is anmong
the witnesses on the 24th.

ALJ MALCOLM | mentioned him

MR. SZYMANSKI : ' m sorry. | didn't hear that.
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ALJ MALCOLM Are there other --

MR. BLAI SI NG: Do we anticipate if there is a need
for another date, would that be the 25th?

ALJ MALCOLM We won't have another day in
Phase 1.

MR. ULMER: Judge, | just wanted to ask for your
consi deration. The Department circul ated a document
t oday by electronic mail. | brought copies and handed
them out to the hearing room as well as your office. |t
is a document entitled Prepared Response to Request For
| nformati on. It is dated June 10th, 2004.

The document contains responses to information
requested from counsel, the county of L.A. and the City
of Chula Vista as well as counsel for the Local
Gover nment Conm ssion Coalition. And | would ask that
t he Comm ssion consider accepting it into the record in
t his proceedi ng.

ALJ MALCOLM Il will mark it as Exhibit 38.

(Exhi bit No. 38 was mar ked for
identification.)

ALJ MALCOLM Is there any objection to entering
it into the record?

MR. HUARD: Your Honor, just to note, the answer

to nmy question is relatively anbi guous. It isn't
anywhere near the detail that | had hoped or specificity
that | had hoped. | am not sure what | can do about

t hat .

ALJ MALCOL M You can talk to M. U mer about it,
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and we still have another day of hearing. If it is
somet hi ng you want suppl emented, why don't you negoti ate

that with M. Ul mer.

MR. HUARD: | would |ike to. Thank you your
Honor .

MR. ULMER: Thank you, your Honor. | understand
M. Huard's concern. | am not sure it is ambiguous at
all, but there may be Iimtations on what we can do in

providing detailed information given that it is
protected by a nondi scl osure agreenent.

ALJ MALCOLM Ri ght . So we will enter into 38
into the record with the understanding that it may be
suppl ement ed.

(Exhi bit No. 38 was received into
evi dence.)

MR. FLORI O: Your Honor, could I nove Exhibit 37
al so?
ALJ MALCOLM Any obj ection?
(No response)
ALJ MALCOLM Al'l right, we will nove Exhibit 37
into the record. That is M. Florio's testinony.

(Exhibit No. 37 was received into
evi dence.)

MR. COMO: | would ask that the exhibits that are
Dr. Barkovich's testimny and M. Fulmer's testinony be
nmoved into the record.

ALJ MALCOLM All right. W will nove -- those
are Exhibits 25, 26 and 27. We will move those into the
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record.
(Exhibits Nos. Exhibits 25, 26 and
27 were received into evidence.)
MR. REI GER: Your Honor --
MR. COMO: | think that is Dr. Barkovich's, and
M. Fulmer's, too.
ALJ MALCOLM M. Fulmer's are 30, 31 and 32. No
obj ection?
(No response)
ALJ MALCOLM We will enter those into the record.
(Exhi bits Nos. 30, 31 and 32 were
received into evidence.)
MR. BUCHSBAUM Crai g Buchsbaum for PG&E
| am not sure that our exhibits have yet been
moved in. So | would ask that we just go ahead and do
t hat .
ALJ MALCOLM | think I did that sort of without
your pronpting yesterday.
MR. BUCHSBAUM Okay.
ALJ MALCOLM  We do have Monson testinony exhibits
28 and 29. |s there any objection to entering those
into the record?
(No response)
ALJ MALCOLM OCkay. We will do that.

(Exhi bits Nos. 28 and 29 were
received into evidence.)

ALJ MALCOLM We have Exhibit 33 is Appendix B of

a PUC order. It is the ESP agreenment. |s there any
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objection to entering that in the record? | know it is
part of a Comm ssion decision, but just for simplicity.
(No response)
ALJ MALCOLM All right. We will enter Exhibit 33
into the record.
(Exhi bit No. 33 was received into
evi dence.)
ALJ MALCOLM ORA.
MR. REI GER: | would nove Exhibits 34, 35 and 36
into the record.
ALJ MALCOLM Is there any objection?
(No response)
ALJ MALCOLM Hearing none, we will enter Exhibits
34, 35 and 36.
(Exhi bits Nos. 34, 35 and 36 were
received into evidence.)
MR. RElI GER: Thank you, your Honor.
ALJ MALCOLM  Any other procedural matters?
(No response)
ALJ MALCOLM We are in recess until June 24th at
10: 00 a. m
~ (Whereupon, at the hour of 3:40 p.m,
10: 00 5 m . Jane 34, 5004 I "¢ O

San Francisco, California, the Comm ssion
t hen adj ourned.)
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