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PREPARED REBUTTAL TESTIMONY

OF JASON BONNETT
My name is Jason Bonnett.  My business address is 8330 Century Park Court, San Diego, California, 92123-1530.  I have previously submitted testimony in this proceeding.
The purpose of my rebuttal testimony is to respond to the testimony of the Division of Ratepayer Advocates (DRA) regarding the Borrego Springs LNG rate and Core C&I rate design.  Additionally, I am responding to the proposal brought forth in the testimony of Bridge Housing, Inc. regarding the ability of “common area use” customers to migrate to the Core C&I rate.
I.
RESPONSE TO DRA

A.
Borrego Springs

In its initial petition, SDG&E proposed to maintain the current Commission-approved rates and eliminate the requirement that the Borrego Springs combined LNG and electric bill not exceed the Borrego Springs all-electric bill.

In its November 21, 2008 testimony, DRA did not oppose maintaining the current Commission-approved LNG rate but did oppose the permanent elimination of the existing requirement that the Borrego Springs combined LNG and electric bill not exceed the Borrego Springs all-electric bill.
/  DRA cites California Public Utilities Commission (Commission) Decision (D.) 97-04-082 in support of its position and notes that the current rates are approximately 10 percent higher than what Borrego Springs customers would pay under the requirement.

Throughout its testimony, DRA consistently uses past Commission decisions to argue its case but provides no discussion on the effect that California Assembly Bill 1X (AB1X) has upon residential electric rates and ultimately the Borrego Springs rate requirement.  Natural gas commodity and transportation rates to residential customers have continued to reflect real costs, without the subsidies inherent in AB1X.  This mismatch between gas and electric pricing results in growing subsidies for Borrego Springs by other Residential customers.  SDG&E believes it would be prudent to eliminate the current restriction to the Borrego Springs rate.  However, in balancing the consideration of developing rates based on true cost to serve with the preference to mitigate significant rate impacts, SDG&E proposed to maintain the Borrego Springs rate at its current level. 
B.
Core C&I Rate Design
1.
Consolidation of Customer Charges

In its initial petition, SDG&E proposed to consolidate its existing three customer charges into a single customer charge of $10 per month.  Currently, GN-3 Tier 1 customers pay a $5.58 monthly customer charge, Tier 2 customers pay a $11.16 monthly customer charge and Tier 3 customers pay a $111.61 monthly customer charge.  DRA opposes changing the current tier structure.
/  

DRA limits its review to the customer charge and ignores SDG&E’s discussion of the effect of overall rates on the customers’ bill.  In its testimony, DRA cites a data request response
/ without disclosing that DRA, in its question, asked for the data to be provided on a stand-alone basis.  Thus, instead of the 79 percent increase that DRA cites in its testimony the actual increase for customers using 100 therms per month is closer to 9.0 percent and approximately a 1.0 percent and 3.0 percent decrease for customers using 500 therms and 1,000 therms per month, respectively.  

Additionally, DRA takes SDG&E’s argument out of context when it cites from my direct testimony.  SDG&E’s argument was that, in theory, in order to match rate recovery with cost causation (i.e., cost-based rates) all non-variable costs should be recovered through fixed charges.  One way to achieve cost-based fixed fees is to have multiple customer charges, with higher charges for higher-use customers.  Another way to achieve the same thing is to have a single customer charge and declining block rates.  Both approaches take into account the fact that larger-use customers may require more sophisticated meter reading and maintenance relative to a smaller-use customer.  Thus, the concept of cost-based recovery of customer costs is preserved under the proposed rate structure.

2.
Elimination of Seasonality in Rates

In its initial petition, SDG&E proposed to eliminate the seasonality aspect of its rates while DRA opposed this change.
/  Currently, GN-3 summer rates are in effect April 1st through November 30th while winter rates are effective December 1st through March 31st.  Based on SDG&E’s response to DRA data request no. JNM-10, Question 1, the impact on customers’ monthly bills will be:

· approximately 50% of core C&I customers will see a decrease;

· approximately 65% of customers using 100 therms/month will see a decrease; and

· approximately 53% of Tier 1 customers will see a decrease.
SDG&E’s proposals for both the single customer charge and elimination of seasonal rates are intended to promote rate simplicity.  SDG&E continues to claim that rate simplicity is a viable reason.  In order for a business operator to make business decisions they need to estimate the costs of the options available to them.  The tariff schedules applicable to core C&I customers are complex and with a change to a single customer charge and consistent rates, businesses will be able to make more informed decisions regarding their energy use.

II.
RESPONSE TO BRIDGE HOUSING
In its December 23, 2008 testimony, Bridge Housing, Inc. (BHI) proposed allowing residential common area natural gas customers of both SDG&E and SoCalGas the option of migrating to the Core C&I rate schedule.  BHI defines common area customers as customers using “gas in the common areas of multifamily properties, but not in the residential units themselves.  These common areas often include laundry rooms, recreation rooms, hallways, management offices, barbecues, swimming pools and spas.”
/  In support of its proposal, BHI claimed that the revenue impact from its proposal would be minimal.

SoCalGas and SDG&E oppose BHI’s proposal on the following grounds:

· BHI has requested the option to take service at the lower C&I rate without providing a cost study or load study showing that the cost to serve or the usage pattern for common area customers is more similar to core C&I customers than residential customers.  

· Neither SDG&E nor SoCalGas has had the opportunity to perform such a cost study to identify the specific costs of common area customers.  Currently, the cost to serve these customers is reflected in the costs used to develop residential rates.
· BHI has provided no justification for the administrative complexity and cost of offering an option to choose the rate, rather than changing the rate class or introducing a new rate.  In addition to the complexity and cost of administering the rate option, adopting BHI’s proposal would also affect the cost and effectiveness of SDG&E and SoCalGas’ energy efficiency programs because eligibility is based on customer class.

· In making a determination on the policy to provide service to these customers at C&I rates, the Commission should consider if natural gas consumption behavior is more similar to Residential or Core C&I customers.  Further, the Commission should consider if the conservation incentives it provides to these customers are better achieved through the rate design for Residential or C&I customers.  To promote statewide conservation, the Commission has adopted an inverted rate structure for Residential customers, which serves to promote energy conservation.  Conservation objectives for C&I customers are met by providing incentives through energy efficiency programs, rather than rate design.  The Commission should consider whether these common area customers receive the proper incentive under the Residential rate design to conserve natural gas or they are unduly penalized because conservation efforts are better achieved through energy efficiency programs and incentives.
· The actual number of eligible customers remains unknown.  In response to BHI, data request no. 3 (Attachment B); SDG&E stated that there are 17,017 master metered customers with service on Schedule GM.  Additionally, SDG&E estimated that approximately 5,576 of those customers had service to common areas but that SDG&E’s customer information system does not specifically identify common area customers.

· The actual usage volume that would be affected by this proposal remains unknown.  BHI attempts to use historical average usage figures in an attempt to quantify the revenue impact for both utilities.  However, without actual data neither SoCalGas nor SDG&E can accurately calculate the potential revenue impact to the remaining core customers.
/  
For the reasons discussed above SDG&E and SoCalGas oppose BHI’s proposal.  The proposal only recently became an issue in this proceeding.  The utilities need further time to conduct the appropriate studies and review the appropriate tariffs, and related computer systems in order to gather the necessary data to determine the impacts on the remaining core customers.  Additionally, BHI does not discuss in its testimony issues concerning customer notification, eligibility timeframes, administrative costs associated with the change, dispute procedures, etc., which would need to be addressed prior to moving forward with a proposal like this.

III.
SUMMARY OF RECOMMENDATIONS
In response to DRA’s testimony, SDG&E continues to recommend that the Commission:

· eliminate the requirement that the average combined LNG and electric bill not exceed the average Borrego Springs area all-electric bill;

· approve SDG&E’s request to consolidate its current series of three customer charges into a single customer charge of $10 per month; and

· approve SDG&E’s request to simplify its core C&I rates by eliminating the seasonal difference in rates.

In response to BHI’s testimony SDG&E recommends that the Commission:

· deny BHI’s request to allow residential common area natural gas customers the option of migrating to the Core C&I rate schedule.

This concludes my rebuttal testimony.  
�/ 	See DRA Exhibit 5, pgs. 1 and 5-7.  


�/ 	See DRA Exhibit 5, pgs. 7�8.  


�/ 	JNM-10, Q. 1 (Attachment A).


�/ 	See DRA Exhibit 5, pg 8.


�/ 	BHI Testimony, page 3.


�/ 	BHI’s assessment only reflects the impact on transportation rates and does not consider the potential undercollection in the PPP surcharge that would result from this change.
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