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PREPARED DIRECT TESTIMONY OF
WILLIAM G. SAXE

I. OVERVIEW AND PURPOSE

The purpose of my prepared direct testimony is to present San Diego Gas & Electric
Company’s (SDG&E) proposed electric rate design to serve the San Diego Unified Port
District’s (District) Cruise Ship Terminal Account (Port). As directed by the California Public
Utilities Commission (Commission) in Decision (D.) 19-12-022, SDG&E is directed to develop
a long-term Maritime Rate for the Port (Maritime Rate).! This testimony proposes the
introduction of Port-specific base transmission revenue requirement (BTRR) and reliability
services (RS) rates based on the cost to serve the Port, as shown in Attachment A, that will result
in lower total rates for the Port, as shown in Attachment B. Based on historical billing
determinants of the Port, these lower BTRR and RS rates will result in significant bill savings for
the Port, as shown in Attachment C, and thus, offer a long-term cost-based rate solution for the
Port, as directed by the Commission in D.19-12-022 and to help achieve the legislative goal of
Assembly Bill (AB) 628.2

My testimony is organized as follows:

o Section II — Background: describes the adoption of the five-year discounted rate

plan for the Port in D.19-12-022 and the requirement of SDG&E to develop and

propose a long-term Maritime Rate for the Port;

' D.19-12-022: Decision Authorizing Five-Year Rate Plan and a Specialized Energy Efficiency Pilot
Program for the San Diego Unified Port District, Ordering Paragraph (OP) 8 at 50-51.

2 AB 628 (Ch. 741) is codified at Section 25990 of the California Public Resources Code (Cal. Pub. Res.
Code) (recognizing the need for California harbor and port districts to reduce energy costs and air
pollution emissions in their operations and to increase business development within their boundaries).
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Section I1I — Port-Specific BTRR and RS Rates: describes and presents BTRR
and RS rates designed specifically for the Port that will provide the Port with
long-term bill savings as the Commission directed SDG&E to provide;

Section IV — Process to Adopt Port-Specific BTRR and RS Rates: describes
the process SDG&E plans to follow to propose and implement Port-specific
BTRR and RS rates;

Section V — Summary and Conclusion: provides a summary of
recommendations; and

Section VI — Statement of Qualifications: presents my qualifications.

My testimony also contains the following attachments:

I1.

Attachment A: Comparison of Present and Proposed Illustrative BTRR and RS
Rates for the Port;

Attachment B: Comparison of Present and Proposed Illustrative Total Rates for
the Port;

Attachment C: Illustrative Bill Impacts for the Port;

Attachment D: Contribution to Margin (CTM) Calculations for the Port; and
Attachment E: Changes to Schedule A6-TOU Special Condition 17, Schedule

AL-TOU Special Condition 21, and Schedule AL-TOU2 Special Condition 18.

BACKGROUND

Until July 1, 2018, the Port qualified for SDG&E’s small commercial customer class

rates because the applicability for small commercial rate schedules only required that

commercial customer’s maximum demand be less than 20 kilowatts (kW) for at least one month

in a given year, a qualification that the Port met. On July 1, 2018, pursuant to D.17-08-030, the
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applicability section for small commercial rates was changed so that commercial customers with
maximum demand that exceed 200 kW in two out of twelve consecutive months no longer
qualify for small commercial rates and instead must take service on SDG&E’s medium/large
commercial & industrial (M/L C&I) customer class rates.®> This change meant that the Port
would be required to move from small commercial rates to M/L C&l rates, which was expected
to result in substantial electric bill increases for the Port because M/L C&l rates include demand
charges. For this reason, SDG&E filed Advice Letter (AL) 2896-E* requesting Commission
approval to allow the Port to remain on small commercial rates until SDG&E was able to
propose a long-term rate for the Port that the Commission would adopt. Resolution E-4812 was
approved that: (a) allowed the Port to remain on small commercial rates on an interim basis as
requested by SDG&E in AL 2896-E (Resolution E-4812, OP 1); and (b) required SDG&E to file
an application proposing a long-term rate solution for the Port by October 1, 2017 that would
comply with AB 628’s goal of providing greater stability and certainty in the cost of energy
services provided the Port (Resolution E-4812 at 4 and OP 2).

SDG&E filed Application (A.) 17-09-005 on September 13, 2017 proposing five-years of
discounted electric rates for the Port to help the Port avoid rate shock when they were moved to
M/L C&l rates. The decision issued in that proceeding rejected SDG&E’s proposed discounted
electric rates for the Port but adopted a five-year rate plan that provided reduced rate discounts to

the Port that consisted of a non-coincident demand charge discount that gradually declined over

3D.17-08-030 at 35 and OP 2 at 87-88 and OP 11 at 89, implemented effective July 1, 2018 per Advice
Letter (AL) 3226-E.

* AL 2896-E was filed on May 13, 2016 and approved August 15, 2017 effective August 10, 2017 per OP
1 of Resolution E-4812.
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the five-year term of the rate plan to help the Port transition to M/L C&I rates.” In addition, that
decision required SDG&E to coordinate with the parties in that proceeding to develop a long-
term Maritime Rate for the Port to be included either in SDG&E’s current 2019 General Rate
Case (GRC) Phase 2 (A.19-03-002) or to be filed in a separate rate design application. SDG&E
was directed to consult with the other parties in that proceeding to determine whether it would
file the Maritime Rate proposal in its 2019 GRC Phase 2 or in a separate application and to
notify the Commission of the parties’ decision.® SDG&E filed a Notice of Determination on
January 31, 2020, indicating that all parties in the proceeding, including SDG&E, agreed that the
Maritime Rate for the Port should be filed in a separate application instead of being addressed in
SDG&E’s ongoing 2019 GRC Phase 2 proceeding. For this reason, SDG&E is proposing the
Maritime Rate for the Port in this Application.

III.  PORT-SPECIFIC BTRR AND RS RATES

A significant portion of the San Diego Unified Port District’s Cruise Ship Terminal
Account’s (Port’s) electric bill is comprised of BTRR rates. For this reason, SDG&E examined
the BTRR costs to serve the Port to determine whether there was any cost basis for lowering the
Port’s BTRR rates. BTRR costs are allocated to customer classes based on their demand
coincident with SDG&E’s system-peak demand during the 12 months of a given year (12-CP).
The 12-CP revenue allocation methodology used to allocate SDG&E’s BTRR costs is a five-year
average of the 12-CP with SDG&E’s current 2020 BTRR rates based on a five-year average of
12-CP using 2013-2017 demand data. The 12-CP allocation methodology is used to allocate

both BTRR and RS rates, which are both Federal Energy Regulatory Commission (FERC) rates.

5D.19-12-022, OP 1 at 48-49.
®I1d., OP 8 at 50-51.
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In reviewing the 12-CP for the Port it was discovered that the Port has very little demand at the
time of SDG&E’s system peak demand. Therefore, the Port would see a significant decrease in
their electric bill if the BTRR and RS rates billed the Port are based on the 12-CP of the Port and
not based on the 12-CP of the customer class the Port is part of (M/L C&I customer class).’”

SDG&E proposes that the Maritime Rate billed the Port consist of the Commission
adopted SDG&E rate schedule that the Port takes electric service on, currently Schedule
A6-TOU, with an adjustment to reflect Port-specific BTRR and RS rates. This Maritime Rate
reflects a long-term rate solution for the Port because the Port-specific BTRR and RS rates, rates
that will be updated annually along with all other BTRR and RS rates, will provide the Port with
significant bill savings if the Port continues to limit its demand that is coincident with SDG&E’s
system-peak demand. In accordance with D.19-12-022 direction, the proposed Maritime Rate
uses the Commission’s Rate Design Principles (RDPs)® as guidance. The Commission’s Rate
Design Principles are as follows:

1. Low income and medical baseline customers should have access to enough

electricity to ensure basic needs (such as health and comfort) are met at an

affordable cost;

2. Rates should be based on marginal cost;
3. Rates should be based on cost causation principles;
4. Rates should encourage conservation and energy efficiency;

7 As proposed, if the Port’s 12-CP is used to calculate Port-specific BTRR and RS rates and not used in
the calculation of BTRR and RS rates for the M/L C&lI class, the M/L C&I class is projected to see a total
rate increase of around 0.05%.

¥ Adopted in several Commission decisions and specifically listed in D.19-12-022 at 13-14.
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Rates should encourage reduction of both coincident and non-coincident peak
demand;

Rates should be stable and understandable and provide stability, simplicity and
customer choice;

Rates should generally avoid cross subsidies, unless the cross subsidies
appropriately support explicit state policy goals;

Incentives should be explicit and transparent;

Rates should encourage economically efficient decision making; and
Transitions to the new rate structures should emphasize customer education and
outreach that enhances customer understanding and acceptance of new rates, and
minimizes and appropriately considers the bill impacts associated with such

transitions.

In view of these RDPs used as a guide in setting rates for the Port, the Maritime Rate:

is based on marginal costs (RDP #2) and cost-causation principles (RDP #3);
will encourage the Port to reduce both coincident and non-coincident peak

demand (RDP #5); and

does not result in discounted rates that create cross subsidies (RDP #7).

Attachment A provides a comparison of the current 2020 BTRR and RS rates for the M/L

C&I class versus the proposed 2020 BTRR and RS rates designed specifically for the Port based
on their 12-CP data. Attachment B provides a comparison of the current October 1, 2020
Commission adopted Schedule A6-TOU primary substation rates versus the Schedule A6-TOU

primary substation rates modified to reflect the proposed Port-specific BTRR and RS rates
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presented in Attachment A. Attachment C presents the illustrative bill impacts based on the
Port’s 2019 billing determinants and the rates presented in Attachment B.

In D.19-12-022 the Commission stated that “CTM remains a useful concept for
evaluating the fairness of various discount proposals."® Because the proposed Port-specific
BTRR and RS rates reflect cost-based rates, the Maritime Rate being proposed for the Port does
not reflect a rate discount. For this reason, a CTM calculation for the Maritime Rate should not
be required. However, SDG&E understands that in A.17-09-005 parties strongly asserted that
the CTM should be calculated for any special rate being offered to the Port. Additionally, in
consultation prior to filing this Application, the California Public Advocates Office (Cal
Advocates) indicated that they felt the CTM calculation was necessary for the evaluation of a
long-term Maritime Rate. Therefore, even though a CTM calculation should not be required for
the proposed Maritime Rate based on the fact that no rate discount is being proposed for the Port,
SDG&E calculated the CTM for the Port based on the Maritime Rate proposal to demonstrate
the positive CTM provided under the proposed Maritime Rate, as shown in Attachment D.

IV.  PROCESS TO ADOPT PORT-SPECIFIC BTRR AND RS RATES

SDG&E is proposing Port-specific BTRR and RS rates. The path SDG&E plans to
follow to propose and implement these Port-specific BTRR and RS rates is as follows:
o First, as presented in this Application and accompanying testimony, pursuant to
D.19-12-022, SDG&E is proposing a long-term Maritime Rate that consists of the
Commission adopted rate schedule rates that the Port takes electric service on,

currently Schedule A6-TOU, modified to reflect Port-specific BTRR and RS

°D.19-12-022 at 21.

WS-7



10

11

12

13

14

15

16

17

18

19

20

rates. The proposed Port-specific BTRR and RS rates are based on the Port’s
determinants, including the Port’s 12-CP data.

J Second, once a final decision is issued in this proceeding, and assuming the
decision adopts the change in the BTRR and RS rates for the Port, SDG&E will
file testimony with FERC to propose that BTRR and RS rates for the Port be
designed based on Port-specific costs rather than M/L C&I customer class costs,
as they currently are, on a going forward basis, beginning on January 1, 2022.

o Third, once a decision on this proposal is issued by FERC and assuming FERC
approves SDG&E’s proposal to design Port-specific BTRR and RS rates, SDG&E
will file a Tier 1 advice letter'® to update the Port’s BTRR and RS rates to be
Port-specific rates. In this advice letter SDG&E will propose changes to Schedule
A6-TOU Special Condition 17, Schedule AL-TOU Special Condition 21, and
Schedule AL-TOU2 Special Condition 18,'! as shown in Attachment E, to present
a table identifying the Port-specific BTRR and RS rates instead of the current
table identifying the non-coincident demand discounts for the Port under the five-
year rate plan adopted in D.19-12-022.

V. SUMMARY AND CONCLUSION

SDG&E recommends that the Commission adopt the long-term Maritime Rate proposed
for the Port that consists of the Commission adopted SDG&E rate schedule rates that the Port

takes electric service on, currently Schedule A6-TOU, modified to reflect Port-specific BTRR

1% Depending on the timing of the FERC decision, the advice letter filed might be SDG&E’s 2022
Consolidated Filing with an effective date of January 1, 2022.

' Although the Port currently takes electric service on Schedule A6-TOU, Schedules AL-TOU and
AL-TOU?2 are electric rate options available to the Port, which is why this Special Condition was also
added in Schedules AL-TOU and AL-TOU2.
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and RS rates. As stated above in Section III, this proposed Maritime Rate reflects a long-term
rate solution for the Port because this rate (a) will provide significant bill savings to the Port and
(b) uses the Commission’s RDPs as guidance in designing the Port-specific BTRR and RS rates
that will be updated annually along with all other BTRR and RS rates. SDG&E requests that a
decision in this proceeding be issued by the Commission no later than July 2021 to provide
enough time for the Port-specific BTRR and RS rates to be filed with and adopted by FERC in
order for these rates to be implemented on January 1, 2022.

This concludes my prepared direct testimony.
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VI. STATEMENT OF QUALIFICATIONS

My name is William G. Saxe. My business address is 8330 Century Park Court, San
Diego, California 92123. I am employed as the Rates & Cost Studies Project Manager in the
Customer Pricing Department of SDG&E. 1 have worked for SDG&E since February 2001.
Prior to joining SDG&E, I was employed by Sempra Energy, the parent company of SDG&E,
from April 1999 through January 2001. In addition, I was employed by the Illinois Commerce
Commission (ICC) from September 1990 through April 1999.

I received a Bachelor of Science degree in Economics from the University of Wisconsin-
Madison in 1985. I received a Master of Business Administration degree, with a concentration
in Finance, from the University of Wisconsin-Madison in 1990.

I have previously testified before the California Public Utilities Commission on rate
design, marginal cost and other issues. In addition, I have previously submitted testimony before

the FERC and the ICC.
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ATTACHMENT A

COMPARISON OF PRESENT AND PROPOSED ILLUSTRATIVE

BTRR AND RS RATES FOR THE PORT
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ATTACHMENT B

COMPARISON OF PRESENT AND PROPOSED ILLUSTRATIVE

TOTAL RATES FOR THE PORT



104 oy 10§ A[reonyroads pasodoid sajer Sy pue WY.L Y3 109321 03 paisnipe sajel uonesqng ATewitid NOL-9V [NPIYOS JUSLIND ) oIk SA)ey] dWNLIRIA J0] sajey] pasodoid €10 (7)
"T-619¢€ 10N 991APY 29D S 1d 0Z0T ‘T 1090300 IATIOIFS SIJET [€30} JUILIND oY) Tk uonesqng Arewry NOL-9V [0payos 10J sajey jussaid [e3ol (1)

1SAION.
(10000°0$) 90580°0$ L0S80°0$ UMN/$ Touip AS1euq yead-yJO Jodng 91
(10000°0$) 9€L60°0$ LEL600S UMN/$ Ioyurp A31ouy Yedd-HO S1
(10000°0$) LY801°0$ 8%801°0$ UMN/$ Iourp - :A31oug yead-uQ al
(10000°0$) 66£80°0$ 00+80°0$ IM/$ Jowung :AS10ug Nedd-}¥O Ledng €l
(10000°09) 66801°0% 00601°0$ TM/$ Jowwng :A310uy Yedd-HO 4!
(10000°0$) 9¢871°0$ LESTT0$ IMN/$ Jowung :AF1Ruy yead-NO 1
so31ey) A31oug 01
6
(€z09) wo$ $9°0$ MV/$ IOJUIA  D[edd WAISAS JO SWI ], J& PUBLID(] WNWIXE 8
(€0°¢€9) ST'0T$ 81°€CI$ MV/$ owwng  :yesd W)sAS JO SWI], J& PUBR(] WNWIXEA L
9T€19) A wLyIs MN/$ pueW(] JUPIOUIO)-UON 9
mowumﬁo UE&E@Q m
14
00°0$ €res €res UOIN/I00J/§ 93 Jusumsn(py soueisiq €
00°0$ 8I°TLI8IS 8I'CLISIS WUOIA/§ 93] AIAISG dIseq 4
sag1ey) paxiq 1

(O snurut (@ = ) (@ ) (@ W) ‘ON
ooﬁo.-w.w.w_ﬁ— vuﬂm —Nacrﬁ woaﬂﬂm oEmam.:wz Eoﬁﬂamﬁ—:m %.:«Em.-nﬁ mam——D :cﬁhmhu@vﬁ vﬁmwm
J0J s9jey ﬂvmonoum elol, NOL-9V dNp3yds

10J Sy JUISAIJ [¥I0],
(LY0d) INNODDV LOIYLSIA LI0d AAIAINA ODFIA NVS HHL 404 SALVY AAS0d0Odd TV.LOL ANV INASAYd TV.LOL 40 NOSIdVAINOD

XXX-21-027 ('V) NOILVOI'TddV ALV TNILIIVIA
(I7?D0aS) ANVAINOD DIYLOATA ¥ SVD ODIAIA NVS

4 INFINHOVLLYV



ATTACHMENT C

ILLUSTRATIVE BILL IMPACTS FOR THE PORT
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ATTACHMENT D

CONTRIBUTION TO MARGIN (CTM) CALCULATIONS FOR THE PORT
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ATTACHMENT E

CHANGES TO SCHEDULE A6-TOU SPECIAL CONDITION 17,
SCHEDULE AL-TOU SPECIAL CONDITION 21, AND
SCHEDULE AL-TOU2 SPECIAL CONDITION 18



ATTACHMENT E

SAN DIEGO GAS & ELECTRIC COMPANY (SDG&E)
MARITIME RATE APPLICATION (A.) 20-12-XXX

MODIFICATION TO SPECIAL CONDITION 17 IN SCHEDULE A6-TOU,
SPECIAL CONDITION 21 IN SCHEDULE AL-TOU, AND SPECIAL
CONDITION 18 IN SCHEDULE AL-TOU2

SPECIAL CONDITIONS 17 OF SCHEDULE A6-TOU, SPECICAL CONDITION 21 OF
SCHEDULE AL-TOU, AND SPECIAL CONDITION 18 OF SCHEDULE AL-TOU2:

San Diego Unified Port District’s Cruise Ship Terminal Base Transmission Revenue
Requirement (BTRR) and Reliability Services (RS) Rates

The table below presents the BTRR and RS rates to be billed the San Diego Unified Port
District’s Cruise Ship Terminal Account pursuant to SDG&E Advice Letter 3XXX-E:

SAN DIEGO UNIFIED PORT DISTRICT'S CRUISE SHIP TERMINAL
BTRR AND RS RATES

BTRR Rates
Non-Coincident Demand Charge ($/kW) XXX
Maximum Demand at Time of System Peak - Summer ($/kW) $X.XX
Maximum Demand at Time of System Peak - Winter ($/kW) $X.XX

RS Rates

Non-Coincident Demand Charge ($/kW) $X.XX
Energy Charge ($/kWh) X XXXXX






