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PREPARED DIRECT TESTIMONY OF
LISA DAVIDSON

SAN DIEGO GAS & ELECTRIC COMPANY

I.  PURPOSE

The purpose of my testimony is to 1) propose a new cost allocation methodology for San
Diego Gas and Electric (SDG&E) to recover the electric Energy Efﬁdiency (EE) program costs
described in the testimony of SDG&E Witness Athgna Besa; and 2) to propose an updated
electric rate design for the Procurement Energy Efficiency Surcharge Rate.
My testimony is arranged as follows:
o‘. Section II presents the SDG&E electric EE program cost allocation proposal.
o Section III presents the SDG&E electric rate design proposal for the Procurement Energy

Efficiency Sm'charge Rate.

IL COST ALLOCATION PROPOSAL FOR SDG&E kELECTRIC

SDG&E proposes a change in the allocation of electric EE program costs to its customer
classes, in order to better align cost recovery with the beneficiaries of program funding.
Specifically, SDG&E proposes to allocate costs to its customer classes based on the total energy
efficiency program dollars projected to be spent in years 2006-2008 on each customer class.
This proposaﬂ is consistent with the EE cost allocation proposal for SDG&E gés, as described in
the testimony of SDG&E Witness Yu Kai Chen (Chapter V).

A. Current Allocation Methodology

SDG&E currently recovers its electric EE program costs through a portion of the Non-

low Income component of the PPP surcharge, as well as through the Procurement Energy
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Efficiency Surcharge rate authorized by the Commission in D.03-12-062. Pursuant to Public
Utilities Code Section 399.8, the Non-low Income component of the PPP rate may not exceed
the level of tﬁe rate components effective on January 1,2000. As described in the testimony of
SDG&E witness Athena Besa, SDG&E proposes to recover future EE revenue requirement
increases above the authorized amount included in the PPP Non-low Income component through
the Procurement EE Surcharge rate mechanism.

The Non-low Income component of the PPP rate is allocated to customers based on
System Average Percent Change (SAPC) methodology using 1996 revenues as adopted by the
Commission in D.99-06-058. The Procurement Energy Efficiency Surcharge Rate is allocated
equal cents/kWh based on usa;ge, and is séparateiy identified in tariffs and recovered through the
PPP component of the customer bill. SDG&E believes that the current method of allocating
costs based on a combination of 1996 revenues and equal cents’kWh is outdated, and is an
inferior approach compared to aligning allocation with energy efficiency program spending and
benefits for its customers. SDG&E therefore proposes that the Commission adopt SDG&E’s
cost allocation methodology presented in Section B below, effective January 1, 2006.

B. Proposed Allocation Methodology

SDG&E proposes to allocate electric EE program costs identified in Table 4 in the
testimony of SDG&E Witness Athena Besa based on forecasted 2006-2008 EE program
spending for each customer class. The use of this method better aligns those customer ciassés
who are beneficiaries of program funding and their share of the program costs, limiting cross-
subsidiés among customer classes.

F urfhennore, the method of allocating EE program costs based on customer class benefits

is consistent with Commission precedents for similar programs at other utilities, as described in
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the testimony of SDG&E Witness Yu Kai Chen. Thus, adopting this proposal for SDG&E
electric achieves greater stétewide consistency.

As described above; pursuant to Public Utilities Code Section 399.8, the Nén-low Income
component of the PPP rate may not exceed the level of the rate components effective on January
1, 2000. Furthermofe, the Non-low Income component of the PPP rate recovers Renewables and
RD&D costs not addressed in this proceeding, in addition to EE costs. Therefore, SDG&E does
not propose to alter the allocation or rate design for the PPP Non-low Income rate at this time.
Instead, SDG&E proposes to achieve the results of its proposed cost allocation through
adjustments to the Procurement Energy Efficiency Surcharge revenues allocated to each
customer class. Thus, the Procurement EE Surcharge revenue allocation would be a residual
calculation, designed to achieve the total proposed EE cost allocation by class while holding EE
revenues associated with the Non-low Income component of PPP rates by class constant. The
basis for thé cost allocation, and resulting allocation factor percentages by customer class are
summarized in Table 1 of Appendix A to this Testimony. The proposed allocation of energy

efficiency program costs for years 2006-2008 is presented in Table 2 of Appendix A.

III. RATE DESIGN PROPOSAL FOR SDG&E ELECTRIC

As described in Section II above, SDG&E does not plan to alter the cost allocation or rate
design of the Non-low Income component of the PPP rate at this time. Therefore, this section
focuses on the proposed rate design to recover the Procurement Energy Efficiency Surcharge
revenues allocated to each class (See Table 2 of Appendix A).

Currently, the Procurement Energy Efficiency Surcharge rate is a uniform cents/kWh
charge assessed to all usage, including residential usage up to 130% of baseline allowances. The

Procurement EE surcharge was established pursuant to D.03-12-062, and approved by the
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Commission in AL-1552-E. In D.O4’-02-057; the Commission adopted an interpretation of AB
1X that required SDG&E to freeze total residential customer rates at their February 1, 2001
levels ,fgr usage up to 130% of baseline allowances. As a result of this interpretation, SDG&E
has beeﬁ ordered td offset certain previous non~commoglity rate increases, including the
Procurement EE Surcharge rate increase, by lowering the commodity rates for 130% of baseline
usage.

In order to avoid further revenue shortfalls associated with the rate caps to residential
usage up to 130% of baseline, and to prevent exacerbation of this issue as EE cosfs increase,
SDG&E proposes to collect the amount of Procurement EE Surcharge revenues allocated to the
residéntial'class from residential usage above 130% of baseline. This pfoposal is consistent with
the method adopted by the Commission inr D.04-04-042, which approved a settlement
authorizing SDG&E to recover electric distribution revenue increases allocated to the residential
class from the upper rate tiers above 130% of baseline usage.

In conclusion, SDG&E proposes to recover Procurement EE Surcharge revehues
allocated to the residential class through a uniform cents/kWh energy charge applicable to the
upper tiers (above 130% of baseline). For all other customer classes, allocated Procurement EE
Surcharge revenues would be recovered through a uniform cents’kWh energy charge applicable
to all usage within that class. The Procurement EE Surcharge rate impacts of this proposal for

years 2006-2008 are illustrated in Table 1 of Appendix B to this Testimony. For comparison

purposes, the rate level of the residential Procurement EE Surcharge rate shown in Table 1 of

Appendix B is approximately three times what it would otherwise be if AB1X were eliminated,
or if AB1X rate caps were interpreted by the Commission to only apply to commodity rates.

Since the amount of non-exempt residential usage is only approximately 30% of the class’ usage,
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customer bill impacts applicaﬁle to SDG&E’s large-use electric residential customers are
exacerbated. Total class average rate impacts for years 2006-2008 resulting from SDG&E’S
; prqposal are presented in Table 2 of Appendix B. Residential bill impacts for year 2006
resulting from SDG&E’s proposal are presented in Appendix C to this Testimony.

This concludes my prepared direct testimony.
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QUALIFICATIONS

My name is Lisa Davidson. My business address is 8330 Century Park Court, San Diego,
California, 92123-1530. '
I am employed as a Principal Regulatorjf Economic Advisor in the Regulatory Affairs
department for San Diego Gas & Electric. One of my responsibilities is to analyze and develop
proposals for SDG&E in proceedings before the California Public Utilities Commission
(“CPUC” or “Commission”). ’ ‘
I received a Bachelor of Arts degree in Economics from Northwestern University in 1997. From
1998 to April, 2001, I worked for Accenture as an Analyst/Consultant with various
responsibilities including working with senior management in the development of strategic

planning initiatives, “gap” analyses, project cost and time estimates, and implementation and

| training requirements. In 2001 I assumed my current position with SEU. During the past three

years I have performed analysis for the purpose of preparing advice letters, applications and
testimony on proceedings before this Commission as well as Federal Energy Regulatory

Commission (“FERC”) matters.
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_ Appendix A - Table 1

8an Diego Gas & Electric
Electric Ensrgy Efficlency
Proposed Cost Allocation Factors
« Total Current  TotalCurrent  Spending by Proposed
Customer Allocation * Allocation Customer Class ** Allocation
Llass ) % 8 %
Residential 23,428,820 372% 89,287,776 34.5%
Small Commercial 7,114,885 11.3% #9,135.50% 15.1%
Wodium and Large C&1 | 31.817.814 50.5% 127482 820 48.5%
Agriculttural T 282 nes 0.5% 1580 608 0.6%
Lighting 373887 5% 4,208,038 0.5%
100.0%

System Total 63027918 100.0% 258,673,743
* Reflects Aliocation of EE Costs Included in PPP and Procurement Energy Efficiency Surcharge Rates
* Based on 3-yesr Forecsst of Program Expenses by Class
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Appendix A - Table 2

‘ ; Ervrgy Efficlency
Proposed Cost Allocation of Procurement EE Surcharge for 20062008

LD-2

San Diego Gas & Electric

2006
Class Allocation
Residential $ 12582732
Small Commercial $ 4034335
Medium and Large C81 $ 16,185,608
Agricultural $ 170261
Lighting $ 227069
Systom Total $ 33,800,000

2007
Class Aliocation
 Residential $ 13255370
Smail Commercial $ 4,119,058
Medium and Large C8&1 $ 16525501
Agricultural $ 173,838
Lighting $ 29183
System Total $ 34,308,600

2008
Gase “Adocaton.
Residential $ 13598732
Small Commercial $ 4205556
Wedium and Large C8I $ 16872537
Agricultural $ 177487
Lighting $ 236,706
System Total $ 35020018

Procurement

EESurcharge  Total Cost-Based
$ 7A73087  § 20165819
§ 4800112  § 8834448
$ 12602363  §  28.777.068
$ 181805 § 952088
s 4sew § 272708
$ 24763000  § 58,303,000
Procurermont

Afocation Allocation

S 14805863  § 28151232
S 8219840  § 12330006
$ 23868114  § 40103615
% 317887 4 4p1.728
$ wepét  § 380878
$ 47250746 8 81556348
Procurement

EESurcharge  Total Cost-Based
_ Allocation Allocation
$ 20382180 3 33885887
$ 10646882  § 14852438
S 3US0BE7S 8 48381408
$ 414405 S5 soree2
§ 2761 S 4s8des
$ 63144075 S 98,170002



Appendix 8 - Table 1

mm:m

Proposed Class Averags Frocurement BE Surcharge Rales for 20062008

; Procusemant

Present Procurosvint Proposed
Customer EE Surcharge Rate £E Surcharge Rate Change
Lass {eing {$Whn s
4 E
Up o 1209, of Baselvw 2458 Q000 0458
Owar 130% of Baseline 8458 038 5,448
Serall Compmurciat 0358 0.240 o082
Medium snd Large CBI 8458 0125 FoResrid
Agricultursd D458 Q228 0010
- Lighting $.158 L048 LR R ]
Sysiern Totel $,468 8,48 nos
goor
Prosent 4 Proposed Procursmant )
Customer EE Surcharge Bute EE Sweharge Rate Change
Ciass — WY (N
Hesidentinl *
Up 9o 130% of Bassling 6458 0400 D58
vt 130% of Basoline 58 2782 0514
Sowdl Commureisl 4,958 8410 pos2
Hedium ard Large C81 0188 b3 X et
Agriceitursl $.158 0308 0240
Lighting 8A58 4156 0.002;
System Toisd f.158 0.245 G.080
Prosent Procuresnd Procurement
Custooer EE Surchargs Rate £ Surchurge Rste Change
Liass SEOIDE] v 5 I
Residerdiat »
Up o 130% of Baseline #1488 s400 fhiam
. {ver 130% of Basslne 0,188 1006 f.842
Sl Commorcisl D488 DEn $9.374
Rediurm and Large T 0,958 0332 g5
Agricuiorsd {458 $.519 8,381
Lighting 0458 f32 s
Syster Tolnd 15 ] £.331 847

Changs
S T
“1000%
12349%
81.7%
F1.4%
A%

A1.7%

A00.0%

188.7%

182.1%
5%

Change
-

~A00.0%
58.5%

2aBA%

g%
zmsn
A5.5%
1088%

WW%WW»M&NWWMWW:#MQ%W

o sliow for Bl ool recoveny.
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Appendix B - Table 2

LD-4

San Diego Gas & Electric
T

m
Customer 8405 TotalRate  Proposed TotalRate  Change
Residantial 14.956 15,015 0.088
Small Commercial 16.929 17.010 0082
Medium and Large C3) 11857 11,624  (0.083)
Agricultural 15273 15.343 0.070
Lighting 18,160 16.080 ©.110)
System Total 13575 13,595 0.020

2007
Customer 81108 Total Rate Proposed Total Rate Change
Class (e Wh) e _gwhn)
Residential 14.956 15.129 0472
Smail Commercial 16.929 17.181 0252
Modium and Large C&1 11.6857 11733 0.078
Agricultural 18213 15,514 0.240
Lighting 16.169 18,167 ©.002)
System Total 13,675 w2 0.437

2008
Customer 6/1/05 Total Rate Proposed Total Rate Change
Rosidential 14.956 16.209 0.253
Small Commercial 16.920 17.302 0.374
Medium and Large C&1 11,857 11,811 0.154
Agricultural 18,273 15,688 0.381
Lighting 16.169 18,248 0074
© System Total 13575 13.796 0.221

-

04%
0.5%
A.3%

7%
01%

1.2%
1.5%
0.7%
16%
00%
10%

1.7%

13%
24%
5%
1.6%



APPENDIX C

AN DIEGO GAS AND ELECTRIC COMPANY - ELECTRIC ENERGY EFFICIENCY

TYPICAL MONTHLY RESIDENTIAL ENERGY CHARGES AT PREGENT AND PROPOSED
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