© 0O N oo o B~ W N P

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

395

SAN FRANCI SCO, CALIFORNI A, JUNE 7, 2004 - 10:00 A M
x ok x x %
ADM NI STRATI VE LAW JUDGE MALCOLM Conme to order.
M. Buchsbaum present PG&E's next wi tness.

MR. BUCHSBAUM Your Honor, we're pleased to
present our first witness of the morning, M. David
Rubi n.

DAVID E. RUBIN, called as a witness
hiving been sworn. testified a5 follows:
DI RECT EXAM NATI ON
BY MR. BUCHSBAUM

Q M. Rubin, do you have before you PG&E Exhi bit
Nos. 12, 13, and 14 marked for identification purposes
only?

A Yes, | do.

Q \Vhat portions of those exhibits are you
sponsoring this morning?

A |I'"m sponsoring the Executive Summary and the
Policy chapter, Chapter No. 1, of Exhibit 12. Then I'm
al so sponsoring Chapter No. 1 of Exhibit 14.

Q Were these exhibits prepared by you or under
your supervision, these portions?

A Yes, they were.

Q Do you have any changes, corrections, or
additions to these portions of the exhibits at this
time?

A None that |I'm aware of, no.

Q Are the facts contained therein true and
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correct to the best of your know edge?

A To the best of ny know edge, yes.

Q Do the opinions expressed therein represent
your best professional judgment?

A They do.

MR. BUCHSBAUM  Your Honor, M. Rubin is avail able
for cross-exam nation.

ALJ MALCOLM: Thank you.

M. Reiger.
MR. REI GER: Thank you, your Honor.
CROSS- EXAM NATI ON

BY MR. REIl GER:

Q Good norning. My nanme is Jason Reiger, |I'm
representing ORA in this matter.

A Good norning.

Q | just have one or two quick little questions
for you. In the beginning of your testinony, actually
page 1.2 -- excuse me, 1-2, in the first sentence, you

tal k about a foremost responsibility being the avoi dance
of cost shifting. Do you have that in front of you?

A Yes, | do.

Q M question to you is: Do you think avoiding
cost shifting and maki ng CCA's cost effective are
mutual ly exclusive?

A | don't believe that they are nmutually
excl usive. | believe that there is obviously a
bal anci ng i nvol ved.

Q And also on page 1-7, lines 10 through 12, you
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tal k about a "basic mninmum |l evel" of CCA
i mpl ement ati on. | was just wondering if you could
expand on what is and what isn't basic |evel?

A There is still plenty of opportunity to
provide definition. What | intended by this statement
was a basic level is generally consistent with the straw
man proposal that the utilities have put together for
pur poses of defining the inplementation of comunity
choi ce aggregati on.

MR. RElI GER: Thank you, your Honor. | have no
further questions.

ALJ MALCOLM: Thank you, M. Reiger.

M. Cono.
MR. COMO: Thank you, your Honor.
CROSS- EXAM NATI ON
BY MR. COMO:

Q Good norning, M. Rubin. |''m Joe Como from
the City and County of San Francisco.

A Good norning, M. Cono.

Q Let's turn to page 1-3 of your opening
testinony. Starting on line 18 you say:

Cappi ng would also violate the no
cost-shifting direction AB 117

i nsofar as bundl ed customers woul d
be required to finance the
undercol | ection.

Do you see that?

A Yes, | do.
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Q Wth regard to direct access custoners, isn't
it true that they are financing an ongoi ng
under col l ection due to the direct access cost
responsi bility surcharge cap at this time?

A " m sorry. To clarify, when you say "they are
financing," you are starting your sentence with direct
access customers are financing?

Q Yes. Are direct access customers financing an
undercol l ection at this tinme?

A It is nmy understanding that bundled custoners
are financing the direct access customers'’
undercol | ection.

Q Thank you. That is correct.

A Yes.

Q |Is there any place in CCSF' s testinony that
does not support that CCSF customers would be financing
or would be willing to finance any undercoll ection?

A | apologize, |I'"m not clear on the question.

If you could direct me to a particular part of CCSF' s
testinmony, it m ght help.

Q \What |I'm asking you to answer is: I f you
believe that CCSF would not be willing to finance an
undercol l ection? |Is there anything in our testinony,
from your knowl edge of reading it, that would indicate
to you that CCSF would not be willing to finance an
undercol | ecti on?

A Let ne respond in two parts. One is | would

have to go back again and refresh ny recollection of
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CCSF's testimony to see if there is anything in there or
not that supports your presunmption.

On the presumption itself, when you refer to
CCSF itself financing undercollection, are you referring
to some mechani sm by which CCSF would seek some external
financing capability to be able to essentially address
t he undercoll ection?

Q I'mnot referring to a particular mechanism
|'"m just referring to the principle that, to the best of
your knowl edge, is there anything in the testinmny of
CCSF's witnesses that would |lead you to believe that,
however the mechani sm would be put in place, the CCSF
woul d not be willing to finance an undercollection if
one were to happen?

A Okay. Then, again, in response to first part,
| would have to go back and refresh nmy recollection.

On the second part, if CCSF itself would be
financing undercollection, I'm not sure that that would
constitute the type of cost shift that |'ve expressed a
concern about in the testimony. The cost shift |I'm
addr essi ng having bundled custoners essentially
underwrite the cost of caring and undercollection
associ ated with a CRS cap.

So CCSF itself is able to finance the
undercol |l ection, again, if the mechanism were to work in
a manner consistent with the basic principle articul ated
here, we woul dn't be concerned. | would need nore

details around how that mechani sm woul d worK.
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Q So is it fair to say that from PG&E's point of
view if bundl ed service customers were to subsidize
community choi ce aggregation customers, even if CCA
customers were to finance that undercollection, that
woul d still be a cost shifting in your m nd?

MR. BUCHSBAUM  Excuse nme, your Honor. |t seens
to me that we m ght have a m sunderstandi ng about the
word "financing."

ALJ MALCOLM: | was going to ask for a
clarification nyself.

MR. BUCHSBAUM | would just ask for a
clarification of what you mean by the word "financing."

MR. COMO: Q Financing. Wat |I mean, M. Rubin,
is that where there m ght be the possibility of an
undercol l ection, where in fact bundled rate customers
are subsidizing a cost responsibility surcharge, that at
some point there would be, let's say, a true-up, then a
finance charge woul d be assessed against that
undercol l ection and would be paid to the bundled rate
customers that would be financing.

ALJ MALCOLM: So it is not like a loan, it is a
subsi dy? When you say "financing" you are not
considering the direct access customers would pay back
t he undercoll ection?

MR. COMO: | am your Honor. The cost
responsibility -- excuse me, the CCA customers would be
payi ng back the bundled rate custonmers that would be

financing.
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ALJ MALCOLM: It is not a subsidy that is now and
for ever?

MR. COMO: No. I"'mtrying to get clarification on
what PG&E's position is on that.

Q In the case of a, say, hypothetica
undercol l ection where a true-up happens and then the
bundl ed rate custonmers are essentially paid back wth
i nterest and made whole, do you consider that to be a
subsi di zati on?

MR. BUCHSBAUM My problem continues to be in the
word "financing." Normally a financing would be
provi ded by the party providing the cash or the |oan, if
you will, or I|ender. It seems to nme perhaps | have that
inverted in this case, and maybe M. Cono could help ne
on that.

MR. COMO: | think -- we could actually |eave the
word "finance" out of the equation and just ask a
si npl er questi on.

Q If bundled rate customers were to subsidize a
hypot hetical undercollection, and then were to be made
whol e, would that violate AB 117?

ALJ MALCOLM: Made whol e by whom?

MR. COMO: By the CCA customers at sone future
poi nt .

Q Would that violate AB 117's cost-shifting
rule?

A It is my understanding that in fact the direct

access cap works in exactly the same fashion that you've
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descri bed. If there is an undercollection that is
carried by bundled customers in -- | don't know to what
extent there is interest applied to that

undercol  ection, but over time direct access custoners
are supposed to pay those amounts back. We do believe
that is, again, consistent with the no cost-shifting
intent of AB 117.

Q As applied to AB -- as applied to CCA, then,
your opinion is that nmy hypothetical would violate the
cost-shifting rule?

A Yes, | do believe that is true.

Q |If we go also to page 1-3 on line 15, you say:

Capping the CRS would distort
rates and impair informed consumer
choice by artificially |owering
CCA charges initially...

Do you see that?

A Yes, | do.

Q Does PG&E support one year-ahead forecast of
the CRS rate? ]

A We do. | believe that is consistent with the
testimony of Ms. Burns.

Q So isn't that effectively a rate cap for that
first year?

A | don't believe |I would consider that to be a
cap because it -- to the extent that the forecast is
devel oped based on the best available information

wi t hout any constraints -- a cap, in our view, IS
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constraining the number bel ow what the best estimate
woul d be for the forecast period.

Q So if a cap was devel oped without the
constraints that you allude to, then you wouldn't have
an issue with -- with a cap; or are we just talking
semantics here?

A | think there m ght be a semantic issue.

We define "cap" as being putting a ceiling in
pl ace on top of a number that otherw se would be higher.

Q |Is there a particular forecast that you have
in mnd for the first year?

A No idea.

Q But given that there is a forecast for the
first year, then at the end of the year there would
ei ther be an undercollection or an overcollection;
woul dn't you agree?

A | think -- | would agree that certainly the
forecast is likely to be wong in one direction or
anot her .

Q And to the degree that it's an undercollection
or overcollection, wouldn't you say that that also
distorts rates?

A | don't know that | would necessarily agree
with that given the fact that a significant enough
portion of our rates and in particular those that are
t he subject of the CRS are based on a forecast as well
that ultimately is reconcil ed.

Q But if a cap is based on a forecast which is
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reasonabl e, then certainly the forecast is not going to
exactly pin the CRS anmpunt; isn't that true?

A | would say that to the extent that a forecast
is devel oped and then a cap is imposed in order to
essentially replace the outconme of the forecast, you
woul d be departing from your best estimate, and the
forecast is the best estimate; so, as a general matter,
| believe the cap again departs fromthe efforts of al

parties to come up with the best forecast that they can.

Q Okay.
Well, regardless of whether you call it a cap
or a forecast in the first year, if the cap is based on
a forecast, let's say, then to the extent that there is

an undercollection or overcollection, regardless of
whet her it's a cap or a forecast, you would still have
sonme distortion of rates and inmpaired customer choice,
woul dn't you?

A If I can clarify the question.

Your question, if | understand it correctly,

is that even a forecast is going to be wrong, and to the
extent the forecast is wong, there would be a
subsequent true-up, assumng there is a true-up, a
reconciliation, and then, then isn't a cap essentially
introducing the same dynam c of being wong relative to
what actuals end up actually being and calling into play
a need to reconcile; and my response to the question is
yes, but I think it's matter of degree.

Once you devel op a forecast. It's based on
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the parties and the Comm ssion's best estimte of the
actual events that are likely to unfold.

To the extent that the forecast is wrong,
there would need to be a true-up.

| mposing a cap, though, ends up again
distorting the extent to which there would need to be a
true-up.

Q Okay. Let's go to page 1-5. On-line 16 you
say:

A cap requires a | oan or
subsidy from bundl ed custoners,
and coul d produce incentives for
t he CCA or individual custonmers to
term nate during the "recovery"”
period, when actual costs are
| ower than the cap;

Woul d you explain what you mean by "the recovery
period"?

A By "the recovery period”" | amreferring to the
period of time on which any underrecovery that would
have been created during the early years essentially
then be paid back by the comunity choice aggregation
customers.

Q So essentially the same nodel as what is put
forth for direct access customers?

A That's correct.

Q From San Francisco's testinmny, are you aware

that we are proposing a two-year CRS which would include
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an assessment of the undercollection sonme time during
t he second year?

A | believe | remenber having seen that in
Dr. Barkovich's testinmny, yes.

Q So that in the third year, then, we would
begin the year with a new CRS? Wuld you -- do you
understand the way that works?

A | would have to refer back to the testinmny to
refresh my recollection on the specifics. "1l take it
subject to check that that's your proposal.

Q Okay.

So understanding that the City only -- or
San Francisco only proposes a two-year CRS, do you
foresee this termnation that you referred to by the CCA
as being a realistic possibility?

A | would say that to the extent that you adjust
on a nore or closer to a real-tinme basis any
underrecovery amounts, you do head in the direction of
mtigating the possibility that there would be the type
of termnation that | amreferring to. | don't believe
you elimnate it.

Q During a two-year period, though, what would
be the -- what would be the risk of a -- the kind of
term nation you're tal king about?

A If I understand CCSF's proposal, the cap would
be in effect for two years, at which point, in year 3,
you woul d establish potentially a new, higher cap in

order to be able to recover any of the unrecovered
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amounts that occur during the first two years; is that
correct?

Q That's correct.

A And if that's correct, | could certainly see,
agai n under a hypothetical set of circunstances, a
situation where there's a significant underrecovery in
the first two years, and the anounts that are then put
in place in year 3 are significantly above the amounts
t hat bundl ed customers are paying, and there could be
pressure, based on the magnitude of the difference, for
the City to consider that this isn't the business it
wants to be in. \Where customers put pressure on the
City in response to what they are perceiving as nuch
hi gher rates than their neighbors as bundled customers
pay.

Q And at that point, if PG&E' s recomendati ons
on reserve margins is adopted, how -- wouldn't
San Francisco be obligated under |ong-term contracts for

it past that third-year period for a considerable amunt

of time?
A | will defer to Ms. Burns for the details
around our reserve margin proposal. But if I could --

if the question you're asking nme is to the extent that
San Francisco has long-term contractual comm tments that
extend beyond year 3 in the scenario that you have
descri bed, | would say, wi thout know ng the specific
details, that certainly contracts can be liquidated in

some fashion, so | don't believe that that would, in and
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of itself, stand as a bar.
Q Are you aware that PG&E is suggesting five-

year contracts for reserve margins?

A | believe PG&E is advocating a five-year
reserve margin -- a reserve margin set in advance for a
five-year period. ' m not famliar with the | engths of

the contracts that would necessarily be required in
order to produce that reserve margin.
Q I1'dlike to turn to your rebuttal testimony,
page 1-3.
One moment, your Honor.
On line 5 of that page you state that:
PG&E bel i eves that any effort
to address | oad profiling as a
technical (and practical) design
matter masks the nmore fundament al
policy issue that is, or should
be, in question.
Do you see that?
A Yes, | do.
Q Just some clarification.
Are you recomendi ng that cities not be
all owed to use city-specific | oad profiles for purposes
of scheduling and settling power transactions with the
| SO?
A That's correct. Qur position is to use system
aver age.

Q And would PG&E also require or recommend that
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CCAs, in neeting the future resource adequacy, use the
system average | oad profile as well ?

A | believe that's correct. Again, |I'd have to
go -- refer to Ms. Burns for the details.

Q Wuld you also agree that it's likely that in
terms of aggregate |load that City of San Francisco would
li kely have a flatter load profile than PG&E's system
average | oad profile?

A | don't have the specific details on CCSF's
| oad characteristics.

| do recall a study that was comm ssioned by
the City and was performed by R.W Beck, and, if ny
menmory serves ne well, concluded that CCSF' s peak | oad
was, again, on a relative basis, flatter than PG&E's
system average but that the shoul der peak periods were
hi gher .

So, on net, |I'mnot sure what the bal ance of
t hat woul d produce.

Q Well, then, given that your understanding is
that we have a flatter | oad profile, then if
San Francisco were required to use a PG&E system aver age
| oad profile, then the City would be required to
actually meet a higher resource adequacy requirement
when conmpared to our true forecast |oad profile?

A If -- if I may clarify, just to be sure that
we' re speaking the same | anguage.

When you refer to "a flatter |oad profile”

again, with the caveat that | mentioned, based on ny
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under st andi ng of the Beck study, potentially flatter
peak, higher shoul ders; and | don't know for a fact what
t he bal ance of those two different considerations are,
but if -- if your question then is specifically to the
extent that CCSF would need to meet system average | oad
characteristics and that hypothetically CCSF' s | oad
characteristics are nore favorable, by that, meaning

| ower cost on average than what a system average m ght
produce, our response would be that today, as a group of
bundl ed customers, CCSF and, for that matter, all other
cities pay according to the same averages; so the
purpose of nmy coments in this testinmony is to point out
the fact that allowing comunities to use their own

| ocal | oad characteristics essentially represents a

de- -- an unraveling of the average that is currently
used for ratemaking purposes, and we're highlighting
that point to the Conm ssion in order to identify it as
a nore significant policy issue than just simply a
techni cal one.

Q Well then, subject to the your understanding
of the RW Beck report, wouldn't it be true that if fact,
our load profile was flatter, then at times we would be
overscheduling for power because we are using the PG&E
| oad profile, average |oad profile?

A "Il have to at this point defer to Ms. Burns
for the details. "' m not nyself an expert in how
t he scheduling occurs for power deliveries.

| will, though, make a general coment which
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is, today as | understand it, system average | oad
profiles are used and that the system arguably seens to
work well enough with everybody, and I'Il use

t he expression "adhering to the same fiction" somewhat

| oosely. But as long as all parties are abiding by

the sanme set of rules, | don't believe it necessarily

i ntroduces a distortion.

MR. COMO: That's all | have. Thank you,
M . Rubin.
ALJ MALCOLM Thank you, M. Conp.
M. Fenn.

MR. FENN: Thank you, your Honor.
CROSS- EXAM NATI ON
BY MR. FENN:
Q Hello, M. Rubin. | " m Paul Fenn.
A Good norning.
Q Just one nmonment. ' m sorry.

"' m wondering, if you would be able to --
trying to understand your position on the use of
true-ups. And in particular, I'"'minterested in
under st andi ng how many true-ups are involved in your
proposal. There's the true-up of the DWR comm t ments
which are in existence already. There is true-ups,
potential true-ups as | understand for new world
procurenment . |s that true, are you proposing true-ups
for new world procurement?

A If the line of questioning you' re heading down

goes into the specific level of detail, my inclination
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woul d be to defer to Ms. Burns.

Q M. Burns?

A Yes.

Q So you are prepared, though, to answer
guestions related to the relationship between utility
procurenment and the CRS, correct, or not?

A It depends on what |evel of detail you're
| ooking for. It may well be that those questions are
better suited for Ms. Burns.

Q I see. Well, I"Il just try, then.

AB 117 says that the Comm ssion can make a CCA

wait in order to accommodate the annual electric utility
procurement plan of the utility.
A I'msorry. Could you refer me to the specific

section of AB 1177

Q Yes. It's Section 366.2 (c)(13)(B) which
reads that the Comm ssion shall establish the earliest
possi bl e date for inplementation of a community choice
aggregation program taking into consideration
t he i npact on any annual procurement plan of
the electrical corporation that has been approved by
t he Conmm ssi on.

Do you see that?

A I'msorry. It was subsection 13?

Q (B), yes. Subpar agraph (B). Comm ssi on shal
establish. This is a --

A \Which page of the bill?

Q Let's see if | can find it for you.
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It's page 7. Oh, wait a m nute. | s that
right?
MR. BUCHSBAUM Excuse me. Can we go off
the record?
ALJ MALCOLM Yes. Let's go off the record.
(Off the record)
ALJ MALCOLM  On the record.
Thank you, M. Fenn.
MR. FENN: Q This section is dealing with the
Comm ssion's certification of a CCA's inplenmentation
pl an and specifies that,
The comm ssion shall designate
the earliest possible effective
date for inplenmentation of a
community choi ce aggregation
program taking into consideration
t he i npact on any annual
procurenment plan of the electrical
corporation that has been approved
by the Comm ssion.
So my question is, do you believe that the
Comm ssion can delay inmplementation of a CCA
i mpl ement ati on plan based on nulti-year procurement
plans or utility retained generation?
Do you believe that this section limts
the authority to delay to annual procurement plans of
electric utilities or does it -- is there a basis to

argue that the delay could include multi-year
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procurenment plans of the utilities or URG?
THE W TNESS: Your Honor, |'m not sure that |'m
qualified to answer.
ALJ MALCOLM Let's go off the record.
(Off the record)
ALJ MALCOLM Let's go back on the record.
Let's go off the record.
(Off the record)
ALJ MALCOLM Let's go back on the record.
Try again.
MR. FENN: Q In devel oping your CRS nodel, do you

believe -- reflecting on this section of code, 366.2 --
sorry -- it is 366.2(c)(8), that the CRS would include
mul ti-year procurenment and utility retained generation

or mght in some way be limted to annual procurement by
a utility?

A In devel oping PG&E's proposal, we do not read
the particular section of AB 117 that you referred to,
366.2(c)(8), as representing a limtation on the |engths
of say a particular procurement contracts that we would
have executed on the CRS.

And | would refer to a different section of
AB 117 as being nore relevant for that consideration
from PGE' s perspective, and that is section
366.2(f)(2). And I'll read that for the record.

"Any additional" -- I'msorry. (f) itself
begi ns with:

A retail end-use custonmer
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purchasing electricity from

a community choice aggregator
pursuant to this section shal

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

the foll ow ng:

And then skipping on to subsection 2:
Any additional costs of

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

the electrical corporation's

esti mated net unavoi dabl e
electricity purchase contract
costs attributable to the
customer, as determ ned by the
comm ssion, for the period
commencing with the customer's
purchases of electricity from

the community choice aggregator,

t hrough the expiration of all then
existing electricity purchase
contracts entered into by

the electrical corporation.

So we read that section as establishing

the fact that any contracts we would have executed

to the community choice aggregator serving
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the customers as being eligible for recovery on an
ongoi ng basis through the life of those contracts.
And the subsection that you cited refers to
coordi nation of the CCA's pl ans.
ALJ MALCOLM Thank you.
MR. FENN: Thank you.
Q Are you able to speak to the whole issue of
CCA notifications, or is that off subject for you?
A That's not the topic of nmy testinmony.
Q It's not.
|'d like to go to the | anguage, the statute
that refers to the assignment of a CRS and ask you a
guesti on about that | anguage. So if you don't m nd,
"1l refer you to -- this is 366.2(c)(7).
Wthin 90 days after the conmunity
choi ce aggregator establishing
| oad aggregation files its
i mpl ement ati on pl an,
the comm ssion shall certify that
it has received the inmplementation
pl an, including any additional
informati on necessary to determ ne
the cost-recovery mechanism
After certification of receipt of
the i mpl ementation plan and any
addi tional information requested,
the comm ssion shall then provide

the Clommunity] C[hoice]
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Al ggregator] with its findings

regardi ng any cost recovery that

must be paid by customers of

the Cl]ommunity] C[hoice]

Al ggregator] to prevent a shifting

of costs. ]

Do you believe that this | anguage does not
require the Conmm ssion to fully disclose the CRS to be
i mosed upon the CCA? O do you believe that it would
allow for the CRS to vary after that? |'m speaking to
true-up.

Woul d this not, this |anguage, that is the
| anguage that is -- says the Comm ssion shall then,
that is up to 90 days, provide the CCA with its
findings regarding any cost recovery that nust be paid
by customers?

Is that not -- how can a true-up occur
subsequent to this date, this 90-day date, given what
appears to ne to be a specific requirement that its
findings be disclosed up front. This is what you nust
pay to | eave, here is your price. How is a true-up
consistent with this |anguage?

A | don't read the | anguage that you are
referring to as necessarily limting the Comm ssion 's
authority to only establishing a specific number that at
that point in time can no | onger be adjusted by the
Comm ssion, either as part of the true-up providing or

some ot her nmechani sm
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Q | understand that is your belief. But |'m not
so much asking about your belief as nmuch as an
expl anati on. Seens to ne here the Conmm ssion shall
then -- it is 90 days at -- 90 days the Comm ssion shall
provide CCA with its findings regarding any cost
recovery that nust be paid by customers.

You are telling me that the findings need not
be specific? The findings could just be -- we find that
you shall pay whatever is necessary, according to future
conditions, that would qualify under the statute? There
IS no -- any cost recovery. Maybe |'m -- that nust be
paid, shall then provide.

Does that require that they shall then provide
its findings? The Comm ssion shall provide its
findings? Does that not require that they disclose what
the CRS should be?

A It was a long question. There were a couple
of points where | would disagree with your
characterization. My prior answer, setting those aside,
"Il answer it again, is that | believe that this
particul ar section does not bind the Conm ssion to have
to, upon certification and issuance of its findings
under the subsection, to specifically identify the
nunber that would be applicable to a particul ar set of
CCA's custoners.

| read this section as standing for the
proposition that the Comm ssion could in fact issue a

finding that says that the CCA customers will owe the
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amounts as determned in the ongoing proceedi ngs that
really have been established for purposes of com ng up
with the CRS, generally.

Q Do you think that it has the same nmeani ng as
under Subsection 8, no entity -- the follow ng section:

No entity proposing CCA shall act

to furnish electricity to

electricity consuners until the

Comm ssi on determ nes the cost

recovery that nust be paid by the

customers.

Do you believe that also means that if --
that the cost recovery --

MR. BUCHSBAUM Excuse nme. |f you are going to
guote a section, can you please read the entire
sentence. Because it is very inmportant, particularly if
you are going to ask nmy witness about statutory
interpretation. It says:

The cost recovery paid by the
customers of that proposed
community choi ce aggregation
program as provided for in
Subdi vi sions D, E, and F.

MR. FENN: Q Did you get all that?

A | did. Thank you.

Q Do you believe that this provision, Section 8,
al so would define the Comm ssion's responsibility to

determ ne the cost recovery that nust be paid? Can it
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just be an open ended you pay whatever we tell you to
pay next year, and the year after that? |Is that what
t hat means?

A If | could. | don't go along with your
characterization of nmy previous answer, so | want to
just correct.

"' m not suggesting that the Comm ssion's
determ nation is going to be pay whatever we determ ne
to pay next year. It is not open ended. \What | believe
this particular |anguage refers to, consistent with ny
answer on the previous one, is that the Comm ssion could
determ ne that the amounts owed by CCA customers would
be as a result of an annual proceeding in which the
informati on would be available to all parties and offer
t heir opinions on. If the Comm ssion would issue a
deci sion indicating CCA custonmers' responsibility for
2006 would be the follow ng.

So | don't agree with your characterization
that that is necessarily an open-ended determ nati on,
but in fact would be specific in many respects. | don't
believe though that it necessarily costs for themto
i ssue a nunber at a point in time that would no | onger
be subject to additional consideration by the
Commi ssi on.

Q Vhat would you say are the vari ables? What
are the factors that this cost recovery determ nati on of
cost recovery, what change, what costs change?

A They would be those that are identified as the
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| anguage in the statute that refers to Subsections D, E,
and F, Subsection 366. 2.

Q Do you -- are you -- do you believe that
procurenment, utility procurement, followi ng the transfer
of customers, would be included?

A This gets a little bit more into the subject
area for Wtness Burns. But | will answer generally,
which is that our position is that if a CCA in fact
adheres to specific resource adequacy requirenments,
whi ch | understand are being devel oped in another
proceedi ng, that at the point of -- point in tinme in
whi ch the CCA begins serving the customer, any
subsequent utility procurenment would not be included in
t he CRS. But, again, it is with that very careful
caveat around resource adequacy obligations.

Q Okay. Thank you.

Do you believe that it would include URG? |
guess one question in my mnd is --

ALJ MALCOLM: Do you want himto answer the
guestion?

MR. FENN: "' m sorry?

ALJ MALCOLM Do you want himto answer the
guestion?

MR. FENN: | wanted to explain it a little bit.

Q Yeah. | f you could answer it with that
expl anati on.

A M understanding is that the indifference

cal cul ati on, which we agree would be a basis for
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determ ning the CRS, does include utility-retained
generation as part of the cal cul ation.

Q So if you buy a power plant, you are on a
30-year pay back, you are locking in CCA's exit fees 30
years into the future; is that correct?

A Could I have the question asked perhaps in a
| ess judgnent- --

Q You are creating stranded costs, and you are
creating exit fees de facto simply by the act of
acquiring, or constructing, a power plant for 30 years;
is that not true?

A Your Honor, can | answer the question in a way
that | see suited? And that is that were we to acquire
a power plant, it would be incorporated as part of the,
as | understand it, the ongoing procurenment proceedings
t hat the Comm ssion will be conducting. And it will be,
as | understand it, again, deferring to Ms. Burns for
the details, that at that point in time there would need
to be consideration given by the Conm ssion around to
what extent the cost associated with that decision would
be applicable to CCAs.

The dynam cs that are established is that we
need to make decisions to serve bundled |oad. And so
there is clearly a need to have some form of
coordi nati on between those decisions that we make and
deci sions around comunities to ultimately serve that
| oad.

So | don't think it is quite as black and
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white as you portrayed it in ternms of us making a
decision to procure power plant, therefore, establishing
exit fees for 30 years for CCAs.

Q Wuld URG fall under the annual procurenment

pl an of electric utility?
A | believe so. But, again, for those details,
| will defer to Ms. Burns.
Q |Is there any specific reference to URG in this

statute as far as the applicability of the CRS? Which
is the -- is your belief that the CRS should include
URGs to be found in this statute, or is it from
somewhere else, from some other source?

A It is our belief that in fact utility-retained
generation would be eligible for recovery as part of the
CRS. Again, depending upon the specifics with respect
to how those deci sions are coordinated with CCA
decisions to serve | oad.

Q Isn't it true that when this |egislation was
passed that utilities were not authorized to build URG,
nor were you in the procurement business yet, except for
on a year-to-year basis; isn't that true?

A It was true that when this |egislation was
passed, PG&E was not creditworthy. And, as |

understand, not able to engage in |longer term

procurement or utility power plant acquisition, | don't
bel i eve.
ALJ MALCOLM: "Il testify that there has never

been a prohibition on either.
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MR. FENN: Prohi bition, but during AB 1890 the
utilities were required to divest and did divest.

ALJ MALCOLM: No, they were not required to
di vest . | think we are getting far afield of this

proceedi ng.

MR. FENN: ' m tal ki ng about | egislative intent.
ALJ MALCOLM: | don't think he is prepared to
di scuss legislative intent of AB 1890. It is beyond the

scope of this proceeding.
MR. FENN: "Il nove on.
ALJ MALCOLM: Can you let nme know when we can stop
to take a break?
MR. FENN: Sure. Now woul d be fi ne.
ALJ MALCOLM: Recess until 11: 20.
(Recess taken)
ALJ MALCOLM: Back on the record.
M. Finn.
MR. FENN: Thank you, your Honor.
Q One last question, it has to do with the
true-up again.
Woul d any of the true-ups proposed by you
i mpact a CCA custoner? Could a true-up, whether it is a
new worl d procurenment, URG, any form of true-up that you
proposed, inmpact CCA's customers differently than it
woul d i mpact bundl ed service custonmers?
A To clarify the question, when you indicate the
true-up could be as a result of URG or new world

procurement or DWR power, are you referring in that case
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to an annual or some other form of a true-up where there
has been a specific estimate of costs associated with
the CRS that then subsequently are re-estimted based on
new actuals? O are you referring to new costs being
included into the CRS cal cul ation? Because |I'm not
clear which of the two you are referring to.

Q New costs being included, the | atter category
could you explain, |I don't quite understand.

A  Well, for example, again, if a particular CCA
takes on the responsibility to procure power for its
customers in 2006, under our proposal, assum ng that the
CCA takes on the appropriate resource adequacy
obligations, that those CCA customers would not see any
procurement decisions entered into beyond that point.

But that a CCA making a decision and taking on the
responsi bility for 2008, these custonmers could have
within their CRS procurement decisions that the
utilities would have made during the intervening
t wo-year time period.

So |'"'mnot sure if your use of the term
"true-up" means an ongoi ng popul ation of the CRS
difference in calculation based on utility procurement
deci sions that are undertaken up to the point where the
CCA takes on the obligations, or if you are talKking
about a true-up in the sense of a particular group of
customers there would have been a forecast for CRS for a
given year, and after the fact there would have been a

true-up based on known actual s.
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Q The former is what | had in m nd when | asked
t he questi on.

A VWiich is the annual true-up as we've defined

it?

Q Yes.

A The question, again, is whether the changes to
the CRS -- or changes in the various elenments of the CRS

woul d al so i npact bundled service customers --
Q Yeah.
A -- in the same manner?
Q Yes.
A -- as they inmpact CCAs?

And my general understanding is that that
woul d be true, but | would have to defer to Ms. Burns
for the specifics.

MR. FENN: Thank you. No further questions.
ALJ MALCOLM: Thank you, M. Fenn.
s there any redirect?
MR. BUCHSBAUM No, your Honor.
ALJ MALCOLM: Thank you, M. Rubin. You are
excused.
THE W TNESS: Thank you.
ALJ MALCOLM: M. Buchsbaum woul d you present
PG&E's next witness.
MR. BUCHBAUM  Yes. PG&E calls Ms. Sandra Burns
to the stand.
ALJ MALCOLM: Let's go off the record.
(Off the record)
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SANDRA J. Burns, called as a witness
Phving been eworn. testified aarfoll ows:
ALJ MALCOLM: M. Buchsbaum
DI RECT EXAM NATI ON
BY MR. BUCHSBAUM
Q Good norning, M. Burns.
A Good norning.
Q Do you have exhibits marked for identification
purposes only Nos. 12, 13, and 14 before you?
A | do.
Q And can you tell us which portions of these
exhi bits you are sponsoring here today?
A | ' m sponsoring Chapter 2 of Exhibit 12,
Chapter 2 of Exhibit 13, Chapter 2 of Exhibit 14.
Q Were these portions of the exhibits prepared
by you or under your supervision?
A Yes, they are.
Q Do you have any corrections, changes, or
additions to make to those portions at this time?
A Yes, | have two changes.
In Exhibit 12, on page 2-4, lines 22 to 32,
there is a quotation from a Comm ssion deci sion. I
would i ke to delete that quotation, but |eave the
parent hetical reference to Decision 02-11-022, page 34
to 35.
And my second change is to Exhibit 14, page
2-7, line 17. |1 would like to delete the sentence that

begins in the m ddle of page 17, and runs into |line 18,
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"The Comm ssion ended this practice by granting SCE's
Emergency Motion (Decision 99-06-058)." Delete that
sent ence.

Those are all nmy corrections.

Q And, Ms. Burns, with these changes, are the
facts contained in these exhibits true and correct to
t he best of your know edge?

A Yes.

Q And are the opinions stated therein your own
personal opinions and your best professional judgment?

A Yes.

MR. BUCHSBAUM Ms. Burns is avail able for
Cross-exam nation.

ALJ MALCOLM: Thank you.

M. Reiger.
MR. RElI GER: Thank you, your Honor.
CROSS- EXAM NATI ON
BY MR. REI GER:

Q Good norning. My nanme is Jason Reiger, and
' m representing ORA here.

A Good norning.

Q I would like to start by asking you a question
| believe M. Conpo asked M. Rubin about the |ISO
settlement, which he deferred to you. | have a
foll ow-up question. Per haps you can give ne sonme
background about how the 1SO settlement interacts with
system average | oad profiles.

A  Well, in general, all the |oad-serving
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entities used in system average | oad profiles for
customers where there is not individual metering to do
scheduling and settl enents.

Q So when you say "load-serving entity" there,
are you tal king about a | oad-serving entity-w de system
average or an |10OU system average?

A | OU system aver age.

Q On a different subject, do you object to a cap
or to just having bundled ratepayers finance any
undercol l ection caused by a cap?

A That is really how |I'm defining a cap, as
setting a limt on the cost-based |evel of the CRS, such
as bundl ed custonmers would pay for it. So bundl ed
customers would finance keeping the CRS low in the short
term

Q Do you have any opinion on a cap that wasn't
so financed?

A Do you nean if it was financed directly by the

CCA?

Q That would be one exampl e.

A As long as bundled customers were paying rates
so that they weren't -- so that bundled customers

weren't subsidizing CCA customers by keeping the CRS
| ow. | think the Comm ssion's -- or the |legislation's
coefficience against cost shifting would be satisfied.

Q Vhen direct access customers return to bundl ed
service they pay spot prizes for a period of tine; is

t hat correct?
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A That is correct, yes, for six nonths, |
bel i eve.

Q That is done to protect bundled ratepayers,
correct?

A Yes.

Q Now, if that situation works for direct
access, couldn't it also work for community choice
aggregation?

A | believe you are tal king about switching
rules that are probably nore part of Phase 2 of this
proceedi ng. The rates customers would pay when they
return to --

Q I'"'mnot so much tal king about how the
switching rules would be inmplemented, but whether or not
the theory, theoretical basis behind them of protecting
bundl ed ratepayers, and how that works for direct
access, if that is applicable to comunity choice
aggregation, as a theory?

A | think certainly the theory would be the
same. That returning customers who pay spot rates, to
the extent that allows bundled customers to not see any
change in their rate, that theory would keep bundl ed
customers indifferent. Our concern with that is in
times of resource constraints, if that is when custonmers
are returning, the price may be very high or the power
may not be avail abl e.

Q So if there was a resource constraint it would

be nore difficult to charge a spot price in that
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circumstance; is that correct?

A It could be, yes, if the spot price is very
hi gh.

Q If you were to put in those sorts of rules
such as they have to purchase spot price energy, would
you need new nmeters?

A | don't believe so, no. | think we would just
charge them a hi gher procurement ratebase on whatever
met ered data we had.

Q For instance, based upon a nonthly average
spot price; is that correct?

A You know, |'m not sure exactly the fine points
of how the calculation is done for DA custoners. I
think they use a daily price that is then somehow
aver aged depending on the group of customers. ]

Q If I can go to Exhibit 12, page 2-9.

Do you believe that vintaging -- regarding
vintaging of a CRS, do you believe that a CCA that
departed in, say, 2006, should pay the same CRS as one
t hat departed in 2010?

A Not necessarily.

The way the section is witten, it really
depends on whet her or not the Comm ssion adopts a |ong-
term resource adequacy requirement and whether CCAs are
meeting that requirement.

To the extent that CCAs are planning for and
acquiring resources for their customers so the utility

does not have to do that, then | can see -- | can
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envision a situation where a customer that departs in
2006 woul d not be paying for procurenment that occurred,
say, between 2006 and 2010, whereas the CCA custonmer
t hat departed in 2010 m ght be paying for those costs.
But that is conditioned on the assunption that
t he Comm ssion adopts and enforces a resource adequacy
requi rement on CCAs.
Q Is that a position you support, a long-term
resource adequacy plan?
A Yes.
We propose that the Conm ssion inpose a five-
year requirement on all | oad-serving entities.
Q If I could go to the table on 2-12, Table 2-1.
Do you have that table in front of you?
A | do.
Q Do you think that the assunmptions for the
direction of change in the variables in Scenario 2 --
t hat woul d be gas price increases, generation addition
decreases, and |oad growth higher than normal -- are
mutual ly consi stent?
A So when you say " Scenario 2" you are talKking

about the

- the low case, Navigant Case 2?
Q Correct.
A Al right.
And your question was?
Q Do you think the assunptions for the direction
of change in the variables are mutually consistent?

A ' msorry. And those were high -- high gas
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price and --

Q High gas prices, generation addition
decreases, and | oad growth higher than normal.

A They could be.

| mean, | think it's a reasonable -- the point
of these scenari os was just to capture the range of the
CRS, you know, a potential |ow case and a potential high
case.

The actual low result or high result could
come about from any com -- you know, any number of
combi nati ons of market conditions.

Q So "They could be" was your answer; correct?

A They could be, yeah.

Q Do you think it's nmore likely that the
vari ables will all nove in the same direction?

A The vari abl es?

Q The three very variables that we tal ked about:
gas prices, generation additions, and | oad growth?

A | -- | don't know. | haven't really studied
the correlation between those factors.

Q Do you think the Scenarios 2 through 5 were
intended to be illustrative or actual projections?

A | think they were illustrative to just give
the parties an idea of a potential range of CRS and, you
know, the -- the potential inmpact of different
assunptions.

Q If I could go to your reply testinmony,

Exhi bit 13, on page 2-6, the question and answer for
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Question 13.

Do you have that in front of you?

A Yes.

Q Do you think CCAs are custoners or are they
mar ket participants?

A Just let nme clarify.

This question and answer was referring to
confidential utility procurement data only. l'"min no
way tal ki ng about custoner-specific information --

Q Okay.

A -- which has been addressed by other
wi t nesses.

But | do believe that CCAs are marKket
partici pants, yes. That was the point of this question
and answer .

Q Do you believe that they could be viewed as
customers representing thenselves within the market?

A That's not how I view them

| view the City as someone who's providing
power to its customers, buying and selling power in the
mar ket , and a market participant.

Q If the Comm ssion were to find that they were
customers, do you think you would be required to give
them their own data, the data that would otherw se be
excluded under the 15/15 rule?

A  And this really goes beyond the scope of ny
testinony.

What | said, |I'mnot tal king about utility
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customer data subject to the 15/15 rule here; I'm

tal ki ng about wutility procurement planning data, and

that -- the definition of "market participant” was used

in the procurenment to address

what

proceeding to discuss --

types of procurement planning data were provided to

mar ket participants.

Q Well, perhaps this next question is beyond

your testimony, but let me just ask it anyway, but do

you think PG&E is more or less willing -- or

data than a CCA

nmore or
| ess able to provide confidentiality of
is?

A \What

kind of data are you referring to?

Q Custoner-specific data: | oad, contact

i nformati on.

A That -- that really goes beyond the scope of
my testimony. Ms. Buller was the witness on
information -- customer information issues.

attention to 2-15, and

Q If |

could draw your

there's a discussion there about
Section H, and | have a general

PG&E woul d be prepared to assi st
specific

A That is

| oad profiles.

testimony, too.
The point of

answer

this section --

| oad factors under
guesti on about whet her

the CCA in creating

really beyond the scope of ny

gquestion and

here was to basically say we're not

t hat

proposing to

the variation

use customer-specific

| oad profiles;

in the CRS by community would be a function of when the
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community departed for community aggregation.

Qur -- as testified to by other wi tnesses, our
position is that we should be using system average | oad
profiles.

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

ALJ MALCOLM: Thank you M. Reiger.

M. Comp?

MR. COMO: Thank you, your Honor.

CROSS- EXAM NATI ON
BY MR. COMO:

Q M. Burns, with regard to system average | oad
profiles | asked M. Rubin sonme questions, so you
probably have an idea what |I'm going to ask you, but
PG&E' s recommendi ng that CCAs use system average | oad
profiles; is that correct?

A Yes, that's correct.

Q And that would you agree that San Francisco is
likely to have a flatter system | oad profile than PG&E's
system average | oad profile?

A | don't have any new information other than
what M. Rubin testified to earlier this norning.

Q If you accept that as an assunption, let's
say, then wouldn't that lead to a situation where, in
order for the City to -- to nmeet its resource adequacy,
it would have to purchase power -- it would have to
purchase nore power than it would otherwi se need to

under its own forecast?
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Correction: power at peak times?

A | don't know exactly how the resource adequacy
requirement is going to be inmposed upon the CCAs.

At this point there isn't any mechani sm
adopted by the Comm ssion or -- for enforcing the
resource adequacy requirement or verifying how the CCAs
meet their requirenment.

But it is true that the higher the peak
forecast, the nore peak capacity, all else being equal,
wi Il be purchased.

Q So PG&E's not recommendi ng that CCAs use the

system average | oad profile for resource adequacy?

A | don't know -- | haven't been that involved
with the resource adequacy proceedings. | don't know if
we' ve gotten to that |level of detail in those workshops.

Q Well, let's just talk about scheduling of
power .

If we did have -- if a CCA does have a flatter

| oad profile than PG&E's | oad profile, then wouldn't we
have situations where both the CCA and PG&E woul d be
overscheduling for power at certain times?

A | don't think so. No.

If everyone's using the same system aver age

| oad profile for scheduling, then the expectation would
be that the total schedul ed power would -- would bal ance
the total | oad.

Q PG&E would still be purchasing power based on

its system average |l oad profile; isn't that correct?
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A Yes.

Q And if San Francisco has a flatter |oad
profile and it is also purchasing power based on PG&E's
system average | oad profile, then wouldn't there be
excess energy being purchased both by PG&E and
San Francisco?

A | don't think so. No.

| believe that if everyone is using the same
average |l oad profile for purchasing, then there won't be
an aggregate overscheduling.

Q Okay. l'd like to turn to your opening
testi mony, page 2-2, starting on |line 30. | believe it
says that you believe that the ultimate cal culation for
t he CRS should be done with | oad and resource

assunptions that are consistent with those that are

adopted in the utility's long-termplan; is that a fair
assumption -- a fair summary?
A Yes.

Q Now, it wasn't clear to ne whether you're
recommendi ng that the Comm ssion actually adopt the CRS
number now for the year 2005 or any other year in this
proceedi ng or some other proceeding.

Woul d you recast that for me?

A Sure. "' m recommendi ng that the Comm ssion
adopt a policy here and that the number be calculated in
some ot her proceeding.

And | should clarify this testinmny here: The

CRS should be set based on assunptions that 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

439

consi stent potentially with -- that conme out of a | ot of
proceedi ngs, not just the |long-term pl an. So there may
be assunptions that also come from the DWR proceedi ng or
t he ERRA proceedi ng, for instance.

Q So you're not recommendi ng a particular
proceedi ng; you're just saying that whatever proceeding
may affect the CRS as assigned to CCAs?

A | think a logical place to implement it would
be in the DWR revenue requirement proceedi ng, but we
woul d certainly include assumptions that come out of the
| ong-term plan proceeding as well as the ERRA
proceedi ng.

So the whole point of this is that | don't
t hink we should be litigating planning assunmptions in
this proceedi ng because they are going to be litigated
in a multitude of other proceedings.

Q In terms of timng, how do you see that
feeding into this proceeding so we can actually get a
cal cul ation of a CCA CRS?

A Well, | think we could do the calcul ation --
the forecast of CRS calculation initially as part of the
DWR revenue all ocation proceeding, which is done on an
annual basis.

Concei vably you could add a short phase to the
2005 proceeding, after that proceeding is filed, to set
the initial level for 2005, and then it would be trued-
up the follow ng year.

Q So you're suggesting it only be done on a
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year - ahead basi s?

A Yes.

Q And that also is consistent with your
recommendation that it be done -- to take into account
your -- your long-term resource plan on an annual basis
only; is that correct?

A "' m not sure | understood the distinction in
your question.

Q One is based on the DWR proceedi ng, which is
done annually; but your |ong-term procurenment plans are
al so updated annually.

I n other words, it's that you're recomendi ng
that it be updated annually based on both your long-term
pl anni ng and the DWR proceedi ng?

A Right. | think different assunmptions woul d
come from different proceedings. Certainly the
assunptions about DWR costs would conme from the DWR
proceedi ng; assumptions about | ong-term procurenent
would more likely be Iitigated in the long-term pl an.

Q | want to get your understanding going back to
the issue of subsidization.

s it your opinion that it -- it is or is not
a subsidy from bundl ed ratepayers to community choice
aggregation customers if there is a true-up and through
what ever finance mechanismis ultimtely deci ded that
t he bundl ed service custonmers be made whole from
what ever undercoll ection m ght occur or overcollection?

| don't mean overcollection but an undercoll ection?
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A A true-up that's done to sort of correct
forecast error -- | don't view that as a subsidy.

What | view as a subsidy is sort of
artificially setting the CRS bel ow the cost-based
f orecast.

Q |If we can accept the fact or the prem se that
a cap is essentially set at a forecast rate, then is it
a fair -- fair to say that the difference between PG&E's
recommendati on and San Francisco's is that we recomend
the two-year period rather than a one-year period for a
cap?

A Well, as | understand your testinmny, you are
recommendi ng a particular number independent of what the
cost-based forecast would be, so | would view that as a
di fference between the PG&E and San Franci sco proposals.

Q But if our cap is based on a forecast by DWR,
then would you agree that the only difference between

the City's recomendation and PG&E's is the |ength of

time?

A | think if that -- if that is the only
difference -- if your -- and | don't know that |I'm
the -- I'"m fully understandi ng your testinony because ny

under st andi ng, when | read your testinony, was that you
were proposing a $15 a nmegawatt-hour limt on the
i ndi fference cal cul ati on.
If -- if your testinmony is just that -- and
t hat you wanted the Comm ssion to adopt that number here

in this proceeding.
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| f your propos- -- and that's contrary to what
| "' m proposi ng here.

| f your proposal is sinmply that in the DWR
revenue allocation proceeding, as part of setting the
CRS, that nunber be set for two years and the true-up
occur in year three, then the only difference between
your proposal and my proposal would be the Iength of the
initial forecast period.

Q Okay. Let's turn to page 2-15 of your reply
testinony, and on line 13 you state that:

For each CCA group, the
i ndi fference cal cul ati on woul d
reflect the aggregate custonmer
| oad profiles of the group.

A question: Are you proposing that the aggregate
customer | oad profile be based on system average | oad
profiles for the different customer classes, or rate
schedul es?

A That's what | had in mnd there when |I said
t he aggregate profile, that it will reflect the -- the
customer m x in each CCA group, based on the system --
and based on the system average | oad profiles for those
customers groups.

Q | want to turn your attention to page 2-7 of
your reply testinmony, lines 20 to 21, where we -- we get
into the idea of a negative CRS situation.

s that it?

Just a second.
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' m sorry. "' m m xed up.

| am referring to your rebuttal testinmony,
page 2-7, line 12.

You are referring -- you say the Comm ssion
shoul d reserve judgnment regardi ng whether the CRS should
be negati ve.

Just to be clear, if the Comm ssion adopts a
forecast CRS, whether one year or two years or whatever,
and then there's a true-up at the end of the period, and
rat her than an undercoll ection we have an over-
collection, how do you suggest the situation be handl ed
in the next CRS period or -- or whatever?

A  Well, | don't view an overcollection from a
previ ous year as a negative CRS.

| think that's just getting the accounts in
bal ance.

Q Okay.

So what you're arguing is that the CRS rate
itself on a forecast basis should not ever be allowed to
go negative?

A  Right. Well, the -- right. The Comm ssion
shoul d not determ ne now that a negative CRS is within
the range of potential --

THE REPORTER: l"m sorry. Is within the range
of --

THE W TNESS: -- within a potential range for the
CRS; that the Comm ssion should not adopt a principle of

setting a negative CRS at this time on a forecast basis.

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

444

MR. BUCHSBAUM Your Honor, the -- | am wondering
if the question could be reread or restated.

ALJ MALCOLM: Well, maybe we can just clarify.

Do you nean even if there's an overcollection
whi ch woul d otherwi se require a negative CRS, in the
case where PG&E actually owed noney to that community of
customers?

THE W TNESS: Well, an overcollection could occur
because the CSR was set at a level in one year that was
t oo high.

ALJ MALCOLM: Ri ght .

THE W TNESS: So the CRS was set at a positive
number, it was just too high, and so that anount is
getting returned the followi ng year. That wasn't the
ki nd of negative CRS | was tal king about here.

ALJ MALCOLM: ( Noddi ng head)

THE W TNESS: | was tal king about a negative CRS
where potentially what happened in 2001 -- 2000-2001
could happen where customers were actually getting bil
credit and not even paying for their transm ssion and
di stribution expenses because of the high negative DA
credit.

ALJ MALCOLM: Ckay. But that wouldn't elimnate
from consideration that -- the possibility that there
could be an overcollection returned to a CCA or CCA's
customers?

THE W TNESS: No.

MR. BUCHSBAUM (Noddi ng head)
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MR. COMO: Q On the sane page, on lines 9 and
10, where you're -- you are referring to an unexpected
increase in the market price of electricity, if there
was such an event, then are you saying that the CCA
shoul d not get credit for having -- let me rephrase
t hat .

Do you believe that the CCA could get credit
for reducing the |l oad that must be procured by the
utility because the CCA is no | onger part of the
utility's | oad?

A That's in general how the indifference
cal cul ati on works.

Both the positive and negative essentially
benefits of the CCA departure are offset in the total
portfolio indifference cal cul ati ons.

Q So you believe that the indifference

calculation will take care of that situation?
A That's the -- the indifference cal cul ati on
wi Il capture the benefits that accrue to the bundl ed

customers because they have access to, say, the cheaper
parts of the procurement portfolio as well as the
expensi ve parts.
MR. COMO: Thank you, Ms. Burns.
That's all | have, your Honor.
ALJ MALCOLM: Thank you, M. Cono.
Let's be in recess until 1:30.

(Wher eupon, at the hour of 12:03 p.m,
a recess was taken until 1:30 p.m) ]
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AFTERNOON SESSION - 1:35 P. M
ALJ MALCOLM: We'll be back on the record.
SANDRA J. BURNS

resumed the stand and testified further as follows:

ALJ MALCOLM Good afternoon. Ms. Grueneich.
CROSS- EXAM NATI ON
BY MS. GRUENEI CH:
Q Good afternoon, Ms. Burns. |*'m Di an Grueneich
representing the Local Government Comm ssion Coalition.
|f you could turn to your -- actually, before
| begin, | had a couple of follow-up questions based
upon your testinmony this norning. And | think at one
poi nt you were discussing setting the CRS, and you had
tal ked about using the DWR 2005 revenue requirement
| think as an exanpl e.
| just wanted to clarify: If the Conm ssion
were to use as an exanmple the DWR 2005 revenue
requirement, in your mnd, would it be available to use
in the cal endar year 2005 or do you envision it would be
used in the cal endar year 2006?

A | think it would be used in 2005. The intent
of the DWR 2005 proceeding is to set the DWR rem ttance
rate for the cal endar year 2005. So as soon as we got
some policy guidance in this proceeding, we could run
t he nunbers through the DWR revenue requirement nodel to

come up with the indifference piece of the calcul ation
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for 2005.

Q And would you be recomendi ng that
the Comm ssion use the approved DWR 2005 revenue
requirement in which it has specified of that revenue
requi rement what is -- how that is allocated anmong
the utilities?

A Yes, that's the idea. So you woul d have
the total DWR revenue requirement, and then in addition
to allocating it between the three utilities, you would
allocate it between the bundled customers and the CCA
customers.

Q Thank you.

In other area this norning, there was a
di scussion of the system average versus actual | oad
profiles. And am | correct in understanding that your
testimony was that for scheduling purposes, PG&E
recommends that both the utility and the CCA use system
average | oad profiles rather than actual |oad profiles?

A  Well, you use actual |oad profiles to the
extent they are available for custoners that have
interval nmeters. And for the customers where you don't
have that data avail able, you use the system average
| oad profile.

Q So for a CCA, to the extent that its customers
had interval meters and the CCA had that information
avail abl e, you would recommend that that actual data be
used in the scheduling?

A  Yes. The scheduling and settl ements.
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Q Now, if I could ask you to turn to your
opening testinony, page 2-1. And |ooking on lines 12
t hrough 17 you state that PG&E's recommendati on on cost
responsibility is an attenpt to reconcile and harnonize
two | egislative objectives: facilitating
t he opportunity of communities to aggregate; and
mai nt ai ni ng bundl ed customer indifference.

| s that your testinmny?

A Yes.

Q And with regard to the second principle,
mai nt ai ni ng customer indifference, you address that
factor explicitly in your testinony |ooking at pages 2-1
to 2-2; correct?

A Yes. And throughout the rest of the testimony
as wel | .

Q VWVhen | reviewed your testinmny over
t he weekend, | could find no explicit discussion of
the first principle, facilitating the opportunity to
aggregate, other than this one nmention on 2.1. s there
any explicit discussion of how that principle has
factored into your testinony?

A The primary thrust of my testinmony is
the indifference calculation and setting the cost
responsibility. | didn't explicitly talk about
facilitating community aggregati on.

Q So the answer to nmy question was that it was
not explicitly discussed in the latter parts of this

testinony?
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A No.

Q On your reply testinony, page 2-10, down
towards the bottom I|I'm |looking at |ine 29, you state
t hat even if a CCA achieved double its RPS m ni num
obligation, there would not be any |essening of
the | egal obligation on the utility to achieve its

m ni mum RPS and therefore you saw no benefit to bundl ed

customers comng fromthis CCAs RPS achievenent; is that
correct?
A Yes.

Q And in |Iooking at your analysis, am | correct
t hat your focus was on specifically the utility's RPS
requi rement rather than any statew de benefit from a CCA
pursui ng renewabl es beyond what the m ninum standard
m ght be?

A MW focus was on the costs that would be borne
by bundl ed ratepayers to meet the RPS obligation.

Q And you didn't focus on nore general benefit
t hat m ght occur on a statew de policy basis; is that
correct?

A  Well, only to the extent that | discussed here
that there m ght not even be an increase in overal
renewabl e generation to the extent that CCAs m ght be
competing for the same public goods charge funds.

Q Assum ng that were not the case, am | correct
that you didn't | ook at my statew de benefit from a CCA
surpassing its mninmm renewabl e requirenment?

A Right. My focus was not on shifting any costs
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to bundl ed ratepayers.

Q | wanted to just give you a hypothetical --
first of all, which is -- first of all, a foundation
gquesti on. It is correct, is it not, that CCA custoners
woul d remain distribution customers of the utility?

A That's correct.

Q Now, purely as a hypothetical, if the RPS
standard were based upon the utility's distribution
customers and you had a situation in which a CCA doubl ed
its RPS and under ny hypothetical the rule was that
could essentially be netted out against the RPS that had
to be achieved by the bundled utility customer. I n that
hypot hetical, would you agree there could be a benefit

to the bundl ed customers?

A | just want to make sure | understand --
Q Sure.
A -- your hypothetical. And maybe it would be

clearer if you gave me some numbers so | --
So you're -- let's say there's a hundred units
of distribution |oad.

Q Okay. Fi ne.

A Okay. And so the utility is supposed to get
20 units or 20 percent as RPS --

Q A hundred units -- let's just -- a hundred
units of distribution |oad. Let's just say 10 percent
was -- 10 units are CCA 90 units are bundled. And
overall in the aggregate, you had to end up with

20 percent RPS. But in my hypothetical, if the CCA RPS
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i nstead of just being 20 percent was 40 percent and it
could count against the remaining RPS, that those

80 units had to achieve, nmy question was in that
situation, if the rules were set up that way, would you
agree that there could be a benefit to the 80 units of
bundl ed customer?

A So if what you're saying then, those 80 units
woul dn't have to get to be 20 -- wouldn't have to buy
20 percent; they could buy |ess?

Q Yes.

A | think I would agree then that there m ght be
a benefit to bundled custoners.

Q If a CCA built new generation that reduced
the need for transm ssion additions by a utility, would
the reduced transm ssion costs for that utility be
captured in the CRS?

A Not -- | -- the CRS calculation as it
currently stands is generation and generation only.

Q So it would not be captured?

A Well, to the extent that it changed
t he generation portfolio, it could be captured in
the indifference.

Q And that would be the extent to which it would
be captured?

A Yes.

Q Does the CCA in/out methodol ogy proposed by
PG&E account for inprovements in reliability that m ght

result froma CCA s addition of |ocal generation?
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A | think it could. To the extent that you do
the in/out run and costs that would have been in
the utility-in run for new generation no |onger need to
be there, you could reflect that savings in
the indifference cal cul ation.

Q Is there any specific accounting for an
i mprovenment in reliability?

A The accounting comes in the form of capturing
the difference in the cost of generation additions. W
assume that both the CCA and the utility will plan to
meet the same standard 15 percent reserve requirement.

Q M question was a little more focused.
| apologize if I wasn't clear.

" m tal king about if you actually had an
i mprovenment in reliability due to the addition of |ocal
generation. Is that a factor that is currently captured
in the in/out methodol ogy?

A  Well, what you would capture would be any kind
of savings that would result fromthe utility not having
necessarily to make a | ocal area generation addition
because the CCA did it instead as part of their resource
pl anni ng. You could capture that in the in/out
cal cul ation.

Q And it's your testinmony that that is in fact
now captured?

A It could be. The CCA-in calculation, as it's
done now, is only -- assumes that the difference between

the CCA-in and the CCA-out is short-term spot purchases.
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But | think going forward as we make | onger term
comm tments, you would reflect |onger termdifferences
in procurement between the in and the out runs.

Q So it could be it would need to be a
modi fication to the current methodol ogy that's used, but
it could be captured?

A Yes.

MS. GRUENEI CH: Those are all the questions
| have, your Honor.

ALJ MALCOLM  Thank you, Ms. Grueneich.

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

Q Hi. ' m Paul Fenn representing Local Power.

| asked a question of M. Craig earlier that
he referred nme to you on and it had to do with
the i mpacts of true-ups on aggregated -- on CCA
custonmers versus bundl ed service custonmers, the annual
true-up that you are proposing.

Woul d the true-up have any disproportionate
i mpacts on bundl ed service customers versus CCA, or
could it?

A The impacts m ght not be identical, but they
woul d capture the same changes and the same paranmeters.
For instance, when you did a true-up going forward, you
m ght capture changes in spot purchases which m ght have

a bigger inpact on bundled custoners because
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t he purchases were made on behal f of bundl ed customers
and not for CCA custoners or -- but the intent would be
you would do the true-up at the same time and true-up
bundl ed rates and CRS rates and reflect the same
changes.

Q So they shouldn't cause any di sadvant age --
you don't think that it could cause a di sadvantage in
the rel ati onshi ps between the affected electric bil
prices that they're paying?

A  No. We set bundled rates and CCA CRS rates on
a forecast basis at the same time, and then we would
true themup at the same time for the same factors.

Q Okay. In your reply testinmny on page 2-5,
you i ndicated that CCAs -- CPUC includes CCAs in its
definition of |oad-serving entities according to a
recent decision. That was the electric procurement
deci sion of January 22nd, | believe; is that correct?

A  Yes. The | ong-term planni ng deci sion.

Q In which it was indicated that an ESP or
community choice aggregator has an obligation to acquire
sufficient reserves for its customers | oad.

And so at the tinme, you were stating that CCAs
are not customers but rather are market participants; is
t hat correct?

A Yes.

Q So you believe them to be market participants
in the same sense that a electric utility or a merchant

generator or ESP is a market participant?
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A They're a market participant, yes.

Q So you see no distinction by the fact that
t hey are purchasing and not selling electricity?

A | think the Comm ssion's defined a market
partici pant as anyone that's engaged in either
t he purchase or the sale of energy.

Q It defines a DA customer as a market
participant?

A | would have to check, but | believe it's --
l'"'mrelying on a definition of market participant that
was adopted in the procurenment O R.

Q MM hnmm.

A And | believe that does cover any -- anyone.

It's any private, municipal, state or federal
entity that engages in the purchase, sale or marketing
of energy capacity.

Q Okay. So do you believe that -- or does PG&E
believe that CCAs are its conpetitors?

A | believe they're conpeting with us to serve
| oad, yes. And | believe that's what other parties have
said, too. As well, as |I pointed out in nmy reply
testinony that LGC, for instance, said that the CCAs
wi Il operate in a conpetitive environment and conpete
with 10Us to provide commdity energy.

Q So you would endorse that statement?

A | believe they're conpeting with us to provide
service, yes.

Q Were you to deliberately overprocure, would
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t hat not prevent them from taking your customers away
fromyou as a conpany if you could get away with it?
A That's not something we would do. We woul dn't

set out to deliberately overprocure.

Q I'mjust saying if the Comm ssion were to
all ow you to overprocure -- | mean, if they are
conmpetitors, | assume that you'd do what you can to

prevent your conpetitors from taking your custoners.

A The CCAs are conmpeting with us to provide
procurement service. We're indifferent to whether that
| oad goes to CCA service as long as our costs are
recovered and there's no shifting of costs to bundl ed
rat epayers. We don't have an interest in and of itself
to retain bundled service custoners.

Q But you will, am | incorrect, you will receive
a return on investment for the contracts for the power
that you sell to those customers? So would you not | ose
money were you to | ose those customers?

Are your officers not under a |egal obligation
to mnimze those |losses in order to maximze the return
on the investment to the sharehol ders?

ALJ MALCOLM Let's first establish that they | ose
money. Then get to your second question.

MR. FENN: Ckay.

THE W TNESS: What was the first question?

MR. FENN: Q Wuldn't you | ose money, you would
| ose profit if you |lost these customers to CCAs?

A | don't think so, necessarily. W pass
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t hrough our costs to our ratepayers.

Q But on the gross, if your gross declines, then
your gross profits decline, don't they, under a
cost-plus ratemaki ng?

ALJ MALCOLM That woul d depend on -- a | ot of
PG&E' s costs are a straight flow through to ratepayers;
there's no profit.

It depends on what you mean by revenues.
Whi ch revenues? There's some where PG&E makes nobney and
some where they don't.

MR. FENN: Ckay.

Q |If San Francisco has, May 11, passed an
ordi nance that it wants to devel op 360 negawatts of
renewabl e capacity and conservation | oad reductions. | f
it succeeds, will PG&E | ose money? WIIl it |ose
profits, annual profits?

A | don't think that's a | ogical outcome of that
situation.

Q Well, will its sales decline?

A Our bundled sales would decline, yes. And
t hat would mean that -- right now, it means we'd procure
| ess power.

Q Okay.

A  VWiich is a pass-through expense. So we woul d
be passing through, potentially, a smaller pool of costs
to a small er group of ratepayers.

Q Wouldn't your officers be under a | ega

requirement to prevent that from happening to its
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shar ehol ders?

A | think I just testified that there wouldn't
necessarily be any kind of shareholder |oss just because
we | ose bundl ed ratepayers.

Q Reduced sales wouldn't cause loss -- in
the case of San Francisco, reduced throughputs on
the distribution and transm ssion system and reduced
retail sales?

A As | understand comunity aggregation, those
customers remain transm ssion and distribution customers
of the utility. Yes.

Q Yes?

A But they would continue to pay generation
transm ssion rates.

Q But if they were to build 360 megawatts of
solar, they would reduce the amount of use of
the distribution system as a result of |ocal
generations, as Ms. Grueneich described, where
the cities that want to double the RPS, they would --

t hrough the devel opment of | ocal generation, they would
reduce the use of your systems at all levels. Would
that not result in a loss of profit?

A Not necessarily. And I'm not an expert on
di stribution ratemaking right now, but | know
traditionally we've had revenue recovery mechani snms that
make us indifferent to sales. So rates are adjusted to
recover the revenue requirement independent of sales.

ALJ MALCOLM  Woul d your answer change if
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t he Conm ssion adopted incentives for procurement or
energy efficiency progranms?

THE W TNESS: As far as | know, in general, when
t he Conm ssion has adopted incentives for energy
efficiency, the goal has been to make it so we are
indifferent to revenue | osses that result from
reductions in sales exactly for that reason because they
don't want us discouraging conservation.

ALJ MALCOLM Ri ght . But if you -- well, putting
aside energy efficiency for a mnute, if you had
incentives for procurenment that were tied to sales, your
answer m ght change?

THE W TNESS: It's possible, yes. | mean, not
under st andi ng what the incentive would be. But to the
extent that there was an incentive mechani sm that
encouraged us to retain |oad, bundled |oad, that m ght
create an incentive for us to want to retain the bundl ed
| oad and not be indifferent to customer departure.

ALJ MALCOLM Ckay. Thank you, M. Fenn.

MR. FENN: Thank you, your Honor.

Q M concern here is that utilities m ght have
an incentive to overprocure in order to block -- in
order to deliberately create stranding costs and exit
fees which m ght block CCAs from departing.

So you believe that that is an ill-conceived
concern; | need not have any such concern?

A That's correct.

We're also concerned about maintaining rates
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for our bundled customers, too. So we wouldn't go out
and deli berately overprocure and create a burden that
had to be paid for by bundled customers or CCA
customers.

Q But haven't you claimed that CCA custoners
woul d have to pay for all such costs in order to hold --
in order that their |oad departures would hold your
remai ni ng bundl ed service customers indifferent?

A "' m not sure | understand your questi on.

Have we cl ai med that CCA custoners are
responsi ble -- for what costs?

Q For any stranded costs that m ght occur as a
result of their |oad departure within the context of
366.2(d)(e)(f).

A We have claimed that CCA customers shoul d pay
their share of stranded costs. But that in no way
implies that we're planning to go out and procure nore
than is needed to meet our | oads.

Q Under Section 366.2(d)(1) the section that
refers to the DWR contracts:

It is the intent of

the Legislature that each retail
end-use customer that has
purchased power from an el ectrical
corporation on or after

February 1, 2001, should bear a
fair share of the Department of

WAt er Resources' electricity
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purchase costs, as well as

electricity purchase contract

obligations incurred as of

the effective date of the act

adding this section, that are

recoverable fromelectrical

corporation customers in

comm ssion approved rates. It is

further the intent of

the Legislature to prevent any

shifting of recoverable costs

bet ween custonmers.

That | ast sentence, it's further the intent
of the Legislature to prevent any shifting of
recoverable costs between custonmers, do you believe
that that principle of avoiding cost shifting protects
bundl ed service custonmers or all customers?

A | believe the intent of this section is
referring to the shifting of costs onto bundl ed service
customers as a result of CCA departure.

Q Well, if you |look at other sections in
the statute that refer to protecting bundled service
customers. But this section refers to protecting any
shifting of recoverable costs between costs w thout
specification. Wuldn't that inply that all custoners
deserve such protection under statute?

A | don't know exactly what the | egislature had

in mnd when they wrote this line of testinmny here, but
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| believe the purpose of this |egislation was designed
to prevent the shifting of costs to bundled ratepayers
to keep themindifferent to CCA.

Q Do you believe that under statute, utilities

are authorized to shift costs onto CCA custonmers?

A | don't know whether it's specifically
prevented by the statute or not. That's not the intent
of our proposal. Qur proposal is simly to keep bundl ed

customers indifferent.

Q But is it to keep themindifferent at the risk
of exposing CCA custoners to cost shifting?

Do you accept that, do you consider that risk
to be statutorily allowed?

A | don't know what costs you're tal king about.
We m ght be shifting from bundl ed customers to CCA
customers. ]

Q \Wiich kinds of costs? Costs resulting from
CRS for new world procurement or URG?

A Our proposal is that everyone should bear
their fair share of costs. And to the extent that CCAs
are doing their own resource planning and are
responsi ble for resource adequacy, they would not be
payi ng for any subsequent utility new world procurement.
So | don't see how there would be a cost chip.

Q Wll, let's see, am | correct in that a
citation that is saying that you've indicated that the
transfer of -- either the transfer of customer or the

end of the opt-out period, which you accept a release of
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the custonmer of the CCA, therefore an end to CRS
obligations, mnus the true-ups and so on; is that
accurate?

A ' m not sure. | "' m not sure |I followed your
gquesti on.

Q At what point, in your view, does a CCA
customer become a CCA custonmer?

A Okay. They becone a CCA customer when the CCA
starts delivering power to them and the utility stops
delivering power to them

Q Okay. Now, in the case of San Francisco,

t hey, May 11th, passed an ordi nance under statute -- one
moment, sorry, let me find it here. 366. 2(c) (10),
Subparagraph A: The City and County inplenments a
community choi ce aggregation programwith jurisdiction
pursuant to this chapter shall do so by ordi nance.
They just passed an ordinance. And within
t hat ordi nance they gave pretty specific information
about their intentions. And right now PG&E is
proposi ng procurenment for next year.
So the question is: Do you believe that
PG&E has any responsibility to respect the ordi nance
and to prevent overprocurenment basically based upon
t hat ordi nance prior to a transfer and prior to an opt
out? Or do you believe it holds any weight as far as
the CRS obligation of next year's procurement now
bei ng deli berated upon?

A Well, this issue will be taken up in the
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procurenment proceedi ng where they specifically asked us
to |l ook at scenarios associated with community choice.
So we will be looking at different portfolios based on
different scenarios of community aggregation or no
communi ty aggregation. So we won't be deliberately
setting out to overprocure.

On the other hand, we do have an obligation to
meet our custoners' needs. And until the point where
the cities actually denmonstrate they do have resources
and they are intending to serve |oad, we are obligated
to consider that |l oad in our planning process.

| wouldn't say at this point today we can
assume all the customers in San Francisco are going to
be community aggregation customers. And we have no
responsibility at this point going forward to consi der

their loads in our resource planning.

Q You are famliar with the provision -- the
cooperation provisions in this -- in AB 117, or should
find then?

A You should find them please.

Q The first one is 366.2(c)(9): Al
corporations shall cooperate fully with any CCAs that
i nvestigate, pursue, or inplement conmunity choice
aggregati on programs.

| just read you a statute that says that CCAs

are formed through an ordinance. So here we have a city
t hat has passed an ordi nance, that is not a CCA, it is

telling you it wants to |eave. Wuldn't ful
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cooperation include attenpting to negotiate this -- what
is really an inherent concern -- let me restate.

G ven that they've gone through the process,
giving you that notification and -- is this sort of tine
| ag between the ordinance, the notification of the
ordi nance, and subm ssion of the inmplementation plan,
which is in the statute, then the signing of a
contract -- the assignnment of a CRS, signing of a
contract, aren't those inherent conponents of
i mpl ementing a comunity choice aggregati on not
specifically attributable to a single comunity choice
aggregate?

Isn'"t that time lag and the risks associ ated
with that time lag not intrinsic to the process rather
t han specific as a cost to one community choice
aggregate? 1Is there any way to avoid it or is it not
i nherent ?

A ' m not sure what "it" is --

Q The cost.

A -- we are trying to avoid.

Q The cost, the risk. Just the fact where -- |
don't want to preach here, so I'l|l back up in proper
form

Under the process outlined in the statute
there is no alternative. G ven that a CCA nust first
submt the plan, must first pass an ordi nance, then must
submt a plan, then nust receive a CRS before they can

physically transfer customers satisfying PG&E's
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criterion, the customers are actually transferring, we
are actually not responsible for these people.
Under st anding that is where you need to get to be -- to
protect your bundled service custonmers, isn't that time
lag in between, and the volatility associated with it,
which is uncertainty about procurement, isn't that an

i nherent conmponent of conmmunity choice aggregation and
not a cost specifically attributable or reasonably
attributable to a single community choice aggregate?

A Wll, I"'ma little confused by your question.
Because you have referred me to a section of the statute
t hat tal ks about providing nmetering and billing data,
whi ch was di scussed by other wi tnesses when we tal ked

about cooperation and tal ked about providing data.

Q Well, but it also says below -- it is not only
about dat a. It says it is about billing, it is about
services down bel ow. It is not just about data, that

section: The bills set by the electrical corporation
and retail customer shall identify the community choice
aggregators providing electrical energy conmponent of the
bill. The Comm ssion shall determ ne the terms and
condi tions under which the electrical corporation
provi des services, in general, to community choice
aggregators and retail customers.

So it is not only about data, it is about
cooperation in general. Am | not correct? It is
about the various services that utilities provide to

CCAs as they inplement CCA?
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ALJ MALCOLM: Let's assume that it is so we can
get to your question.

MR. FENN: Q Well, the last question that | had
was: Isn't this time |ag between the nmonment of passing
an ordinance and activating the statute becom ng a CCA,
and the transfer of customers at the end of the opt-out
period, isn't that an inherent tinme |lag? And are not,

t herefore, the risks and uncertainties --

ALJ MALCOLM: Let's take the first thing first.
Are you asking her is there an inherent time lag --

MR. FENN: Yeah.

ALJ MALCOLM: -- associated with switching over
customers? Because --

MR. FENN: Yes. Bet ween the noment -- yes.

Q Between the nonment that the a CCA fornms and
requires cooperation under statute is entitled to it,
and the monent that they are able to transfer customers,
isn"'t that time lag an inherent part of the process?

A Sure, it is part of the process. The CCA has
to decide to form and it has to present a procurenent
plan for the Comm ssion's review, and has to acquire
resources to serve | oad.

Q So, therefore, aren't the uncertainties and
the risks associated with that time |lag also inherent to
the process of comunity choice aggregation?

ALJ MALCOLM: First let's find out if she agrees
there are uncertainties and risks associated with that

time | ag.
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MR. FENN: Oh, sorry.

THE W TNESS: | believe you are really talking
about risks associated with procurement planning --

MS. FENN: Q Yes.

A -- and the acquisition of resources?

Q Exactly. Thank you.

A And speaking of cooperation -- and certainly
we are not trying to overprocure. And our proposal is,
once we know for sure that the CCA will be departing and
has denmonstrated they have adequate resources to serve
their load, then the utility can stop acquiring
resources on their behal f.

So it is conceivable that the utility wil
stop acquiring resources on behalf of long-term
resources on behalf of CCA | oad before power is flow ng
to the CAA custonmers as part of the planning process.

Q Okay. Wuldn't it -- couldn't also a utility
al so use short contracts in order to mtigate the risk,
to make the risk |l esser, rather than you are either
procuring, or not procuring, instead you are procuring
on a short-term basis rather than |ong-term basis?

A To some extent that is possible, yes. The
Exhi bit has basically given us some guidance that our
portfolio should have a m x of short-, md-, and
| ong-term resources. So we can't rely on short-term
contracts, but they would be one part of the portfolio.

Q Thank you.

There are several different sections that
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refer to the kinds of costs that must be paid by CCA and
the kinds of the costs that nust be made by bundl ed
service custoners. | think rather than getting into --
"Il just read one section which is 366.2(f)
subparagraph -- Paragraphs 1 and 2, electrical
corporations unrecovered pass -- |I'msorry: Ret ai
end-use customer purchasing electricity froma comunity
source aggregator pursuant to this section shal
rei mburse the electrical that previously served the
customer for all of the followi ng, one, the electrical
corporations unrecovered pass undercollections for
electricity purchases including the financing costs
attributable to that customer that the Comm ssion
| awfully determ nes may be recovered in rates.

But then they go to Subparagraph 2, they go
to utility procurement: Any additional costs of the
el ectrical corporation recoverable in
Comm ssi on- approved rates equal to the share of the
el ectrical corporation's estimted net unavoi dable
electricity purchase contract cost attributable to the
customer as determ ned by the Comm ssion for the
peri od commencing with the customers purchase of
electricity through the expiration of al
t hen-existing electricity purchase contracts entered
into by the electrical corporation.

If the time | ag between the nmoment when a
CCA has, through an ordi nance, created itself and the

day that it actually transfers custonmers to the CCA is
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inherent, and if the risks are inherent then aren't
those -- isn't that conmponent not attributable to the
customer? Isn't it attributable to the transaction
itself, to the process itself?

ALJ MALCOLM: Did you nean is there a
structural -- | don't understand the question.

MR. FENN: The question of the attribution of a
cost . In this case, it seenms to ne -- what |'m asking
Is: Because the process that is created by community
choice outlines the steps fairly specifically, and the
steps inevitably involve a time |ag between a noment of
creating a CCA and writing the plan, signing --
submtting the plan for CRS contract, signing a contract
then starting the opt-out period, and then ending the
opt-out period. There is no way to avoid that.

And so is that not simply a cost attributable
to maintain the option of CCA for all ratepayers as
opposed to a cost that could be attributable to a single
customer as is construction of Subparagraph 2?

A Well --

MR. BUCHSBAUM Your Honor, | think I've got to
object finally. This is getting into possible
interpretations of the statute that involve conparing
one section of the statute with another section and
readi ng, for exanple, 366.2. And | always try to get
t hese right. There is -- it looks like a 17 in the
context of 366.2(d), (e), and (f).

And what we are getting into is nmore than just
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readi ng sentences and asking whether the witness is --
whet her the witness's proposals are in accordance with
it. We are getting into actually -- 1 think we are
crossing the line into asking the witness to legally

determ ne, based upon various sections of the statute,

how t hey apply. It is just getting too far afield for
the witness, | think, to continue on this particular
i ne.

So | would object to the question as phrased.

ALJ MALCOLM: Let's go off the record.

(Off the record)

ALJ MALCOLM: Back on the record.

MR. HUARD: Your Honor, can we go off the record?

ALJ MALCOLM: Off the record.

(Off the record)

ALJ MALCOLM: Back on the record.
We will be in recess until 2:40.
(Recess taken)

ALJ MALCOLM: Back on the record.
M. Fenn.

MR. FENN: Thank you, your Honor.

Q Ms. Burns, one |ast question: Did you
consider the lag we discussed today as an inherent
conponent in community choice aggregation in your
testimony, or as a cost specific to a specific comunity
choi ce aggregate?

A | didn't consider it as a cost attributable to

any particular conmunity choi ce aggregator. I
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considered it to the extent | considered the concept
t hat new world procurement should be part of the CRS,
basically up until the point that the CCA takes over
resource planning responsibility for the CCA custonmers.
So to the extent they state their intent and
denmonstrate resource adequacy prior to CCA formation, ny
proposal would take into account that fact by not making
CCA custonmers responsible for any costs that are
incurred after the CCA takes over resource adequacy
responsibility.

Q Wth the transfer of custonmers or with the end
of the opt-out period?

A | think the responsibility for planning
resource adequacy could be denonstrated before the
actual opt out -- before the actual transfer of
customers.

Q How would that be demonstrated or how could it
be?

A The CCA could denpbnstrate, say, in 2006, that
t hey had acquired resources to neet |oad, say, for CCA
begi nning in 2008. And they had signed contracts for
|l oad to begin serving |oad, say, in 2008.

Q | see. So they could preacquire the resource
adequacy requirement prior to soliciting the rest of
their -- is that what you are saying?

A  Yes. | mean | think CCA is going to have to
denonstrate that they have the resource adequate to

serve their | oad before the power starts fl ow ng. | f
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the requirement is anything like it is for utilities
where we have to denonstrate resource adequacy, say, a

year in advance. But once that demonstration had been

made, the utility would factor it into the planning
process. If the CCA in, say, 2006 had denmonstrated they
had the resources to serve load in 2008, the utility

woul d stop acquiring resources going forward for this
CCA customer.

Q Sorry to continue. | intended that to be ny
| ast question, your Honor, that |eads me to one nore
gquesti on.

Woul dn"t that though introduce a difficulty
because the CRS plays such a major role in negotiating
contracts, particularly for CCAs that don't want to pay
their own insurance, they want their ESP to pay their
i nsurance? Wuldn't they not need to know their CRS
prior to negotiating contracts?

A That was a conpound question about ESPs and
i nsurance.

Q I'msorry. "Il simplify the question: Just
as a part of the process, in order for a CCA governing
board, a city council, to conpare their options to what
their ratepayers are now paying electric utility, they

woul d need to know what the CRS is going to be because

it will be a significant factor in the comparison cost;
is that not true? ]
A The CRS m ght be one factor, and the -- for

the CCA to determ ne whether it's cost-effective for
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them to serve customers, but there's a whole host of

ot her factors associated with how the CCA plans to serve
| oad and the types of resources it's considering
bui | di ng.

The CRS is only one factor in, | would assune,
the community's decision about whether to form an
aggregati on program

MR. FENN: Okay. No further questions.

Thank you, your Honor.

Thank you, Ms. Burns.

ALJ MALCOLM: Thank you.

s there any redirect?

MR. BUCHSBAUM Yes, your Honor. | have a few
guesti ons.

REDI RECT EXAM NATI ON
BY MR. BUCHSBAUM

Q Ms. Burns, you may recall earlier today that
M. Como asked you certain questions concerning
overcol l ections and the CRS potentially going negative;
is that correct?

A Yes.

Q And can you please turn to page 2-7 of your
rebuttal testimony, heading D | abeled The CRS Shoul d Not
Be Negati ve.

Do you have that in front of you?

A Yes, | do.

Q And do you see in lines 20 through 22 where

you state.
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t he Comm ssion should reserve

judgment regarding whether the CRS

shoul d be negative, and if so, how

to calculate the CRS in such

circumst ances.

Do you see that sentence?

A Yes.

Q Now Il would like to ask you several questions
regardi ng the potential of an overcollection that
M. Compo asked you earlier, just for purposes of
clarifying the record.

First of all, if the overcollection for a
given year -- and let's throw out a number -- was four,
what is your position regarding how much noney should be
credited to custoners in the follow ng year?

A Let's say the CRS was set at $4 per nmegawatt -
hour for a given year and then we did a true-up, | would
say that the actual CRS should not go below zero, and we
could return up to $4 a megawatt-hour that was collected
in that year as part of the next year's CRS.

Q I'msorry. As usual on these math questions,
| think I messed that up, so let me try again.

If the CRS paid for a given year -- and let's
just take a total -- was 100 and the overcoll ection
turned out to be 110, your testinmony is how much could
be credited as an overcollection based upon your current
testinony?

Do you have that question in m nd?
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A Yeah. We would return 100 in your exanple.

Q So the extra 10 would not -- would be subject
to this clause which says the Comm ssion should reserve
judgment ; but the 100, which was the overcollection,
woul d not necessarily be subject to that sentence; aml
correct?

A Yes.

Q Now, are there conditions in ternms of period
t hat you put on the notion of an overcollection?

I n other words, as | understand it, your
testinony was that this should be limted to an annual
concept .

A Right. The CRS would be set annually and
trued up annually, and you would be returning one year's
overcol lection in the next year.

Q And what components are included in the CRS
under your proposal or your testimony?

A The components would include the bond charge,
the historical procurement charge, the DWR power charge,
and the CTC; and when |I'm tal king about truing up, I'm
tal ki ng about the ongoing costs that are part of the
i ndifference rate, which would be the power charge and
the CTC.

Q Nowl'd Ilike to turn to several questions that
Ms. Grueneich asked you.

First, do you recall questions regarding
potential renewable portfolio standard requirements that

could apply to either the |oad-serving entity or the
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utility distribution company?

Do you recall that |ine of questioning?

A Yes.

Q Vhat is your expectation regarding how the
renewabl e portfolio standards will apply?

WIIl they apply to | oad-serving entity or
utility distribution companies, in your opinion?

A MW understanding is that they will apply to
| oad-serving entities.

The hypothetical assumed that the standard
applied to distribution conpanies, but that's not ny
under st andi ng of how the standard is expected to apply.

Q Now, you also received some questions about
various generation additions that could | ower
transm ssion costs, and | have a question for you
regarding any utility procurenment that would | ower
transm ssion costs.

s it true that that would tend to | ower or
reduce the utility's transm ssion rate?

A Right. Transm ssion-cost reductions would
benefit all ratepayers in the form of |ower transm ssion
rates.

Q And that would include, obviously, CCA
customers who pay a transm ssion conponent ?

A That's correct.

Q And simlarly, if the CCA were to | ower
transm ssion costs, it would be reflected in terms of

| ower costs in an overall transm ssion rate simlarly;
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isn't that correct?

A That is correct.

Q And so it would be reflected for the benefit
of bundl ed customers and CCA customers alike as part of
their transm ssion rate; isn't that correct?

A Yes.

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

ALJ MALCOLM: Thank you.

Is there any recross?
Ms. Grueneich?
RECROSS- EXAM NATI ON
BY MS. GRUENEI CH:

Q Just responding to the hypothetic- -- or
posing this as a hypothetical, if a single CCA undertook
an activity that did result in reduced transm ssion
costs, the benefit in terms of | ower cost would be
spread out across all customers that took transm ssion
service, both CCA and bundl ed customers, and not accrue
solely to the CCA customers; is that correct?

A That's correct.

MS. GRUENEI CH: Those are all the questions.

ALJ MALCOLM: Thank you.

M. Comp?
Yes, M. Como?

MR. COMO: Yeah, | have one questi on. | am j ust
trying to understand the hypothetical.

MR. BUCHSBAUM | am, too.

(Laughter)
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MR. COMO: Let nme just put it in nmy own words and
see if it's correct.

RECROSS- EXAM NATI ON
BY MR. COMO:

Q |If you charged 100 in total for a CRS one
year -- sorry. Let nme start that over.

If the CRS one year were actually 100 and --
as determ ned by the true-up but during that year you
collected 110, then in the third year you woul d adj ust
the CRS by 107

s that --

A That's correct.

Q ~-- correct?

A That wasn't how M. Buchsbaum used the 100 and
110, but you're hypothetical is correct.

If we collected $110 and upon true-up we
shoul d have only collected 100, we would return the 10
the foll owi ng year.

Q Okay. Wuld you explain to me what
M. Buchsbaunm s hypothetical was and how it differed?
Because | just didn't understand it. O how you believe
it was supposed to be.

A The way | understood his hypothetical was we
set -- we forecast the CRS and we collected 100, then
when we did the true-up, because the prices had
skyrocketed, you m ght get an indifference rate that
resulted in, say, a negative 10 when you did the

i ndifference calculation, so you -- you would have been
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potentially overcollected by 110.

So if you don't let the CRS go to zero --
bel ow zero, you would return the 100, but you woul dn't
return the |ast 10.

MR. COMO: | understand.
Thank you.
ALJ MALCOLM: Thank you.
Do you have any?
MR. FENN: (Shaki ng head)
ALJ MALCOLM: Thank you, Ms. Burns. You're
excused.
Let's go off the record.
(Off the record)
ALJ MALCOLM: Back on the record.

M . Buchsbaunt?

MR. BUCHSBAUM Yes. Thank you, your Honor.

PG&E calls its next wi tness, M. Andrew Bell .

ALJ MALCOLM: Good afternoon.
ANDREW BELL, called as a witness by

Pacific Gas and El ectric Conpany, having
been sworn, testified as follows:

ALJ MALCOLM: Be seated.
DI RECT EXAM NATI ON
BY MR. BUCHSBAUM
Q Good morning -- good afternoon, | should say.
M. Bell, do you have before you PG&E Exhibits
12, 13, and 14 marked for identification purposes?

A Yes, | do.
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Q And can you tell us what portions of these
exhi bits you're sponsoring this afternoon?

A | ' m sponsoring Chapters 3 of Exhibit 12,
Exhibit 13, and Exhibit 14, each chapter being titled
Rat e Design |ssues.

Q And now were these portions of the exhibits
prepared by you or under your supervision?

A Yes.

Q Do you have any changes, corrections, or
additions to make at this time?

A On the table -- there's sone | abeling on Table
3-1 at page 3-6 of Exhibit 12.

In the notes to that table --

ALJ MALCOLM: Can you give us the page again? |I'm
sorry.

THE W TNESS: Page 3-6.

Note -- Footnote 1 to that table has three
sentences. The l|last sentence | tried to reword and nove
into Footnote 2, and unfortunately when we edited we
didn't strike the sentence that was being reworded; so
sinply the |l ast sentence of Footnote 1 beginning
"Generation rates" should be stricken because the
content of that footnote has been replaced with what's
in Footnote 2.

Al so Footnote 3 refers to Table 3-1, which
woul d be a self-reference; that should actually refer to
Table 2-1. Footnote 3 refers back to the table at the

end of Ms. Burns' chapter.

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

482

Wth those corrections on the face of

Table 3-1, nmy testimony is true and correct.

MR. BUCHSBAUM Q And, M. Bell, are the opinions
t hat are expressed in the -- in your prepared
testinony -- do they represent your best professional
j udgnment ?

A Yes, they do.

MR. BUCHSBAUM Your Honor, M. Bell is available
for cross-exam nation.

ALJ MALCOLM: Thank you.

M . Reiger?
MR. REI GER: Thank you, your Honor.
CROSS- EXAM NATI ON

BY MR. REI GER:

Q Good afternoon.

A Good afternoon.

Q MW nane's Jason Reiger, and |I'm representing

l'd like to start off with your opening
testinony, Exhibit 12, page 3-1.

At lines 17 through 19 you talk about PG&E
recommendi ng a CRS rate.

Am | correct in recalling that you al so have
an alternative proposal with a vintage CRS, or aml
incorrect in that?

A | haven't recommended a vintaged CRS; | have
descri bed towards the end of the chapter an alternative

pro rata or equal percent CRS as an alternate
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recommendati on.
Q |If you're not recommending a vintage CRS, does
t hat mean that PG&E wi shes to al ways procure energy for

the CCA | oads?

A | -- | have explained actually as part of the
primary recommendation -- and it was what Ms. Burns
sponsored -- that CCAs that do neet Conmm ssion-

established procurement standards would qualify for a
| ower CRS.

When | refer to an alternate rate design
recommendation, | keyed off with the word "alternate"
when you asked ne the question.

The alternate recommendation is sonething else
al toget her where we tal k about applying an equal percent
to the generation rate for individual custonmers.

Under PG&E's primary recommendati on of a
single CRS rate, what that would do is it would take an
indifference rate and apply it to each CCA participant.

What | understand is that those CCAs that do
meet the procurement standards, it's Ms. Burns'
testinony, that an different indifference rate would be
cal cul ated for those customers than under our primry
recommendati on.

The indifference rate applicable to a
particul ar group of CCA corresponding to formation in a
particul ar open season would all pay the uniform CRS.

Q Depending upon the time in which the CCA net

its load requirements such that your -- such that you --
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t hey have guaranteed satisfactorily that they are going
to meet their |oad requirements, depending on which year
they met that requirement, would the reduction in the
singl e CRS change?

A MW understanding of Ms. Burns' testinmony is
that a calculation would be performed for the -- to
produce an indifference rate applicable to whichever
group of CCAs formed and met the procurement standards
in any given year.

MR. BUCHSBAUM  Your Honor, |I'm somewhat concerned
because the questioning -- and maybe it will change, but
it seems to be primarily addressing the computation of
the CRS which was the subject of Ms. Burns' testinony.

M. Bell is primarily our witness on the rate
design issues.

So, with that, | would -- | would not object
to the continuation of the cross-exam nation but it is a
l[ittle bit risky from our standpoint.

MR. REI GER: Under st ood.

That's all | had in that |ine of questioning.

ALJ MALCOLM: OCkay. Thank you.

MR. REI GER: Q If I could draw your attention to
page 3-3, line 8 through 10, where PG&E states its
opposition to an exenption for baseline usage because of
cost-shifting; do you see that?

A Yes.

Q MW question is what harm if any, would PG&E

suffer if there was no cost shift of bundled ratepayers
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due to a tiered CCA rate?

A In lines 8 through 10 on that page | was
specifically addressing the hypothetical of not a tiered
CCA rate but a zero CCA rate for a -- a rate that was
zero in exenption. | was anticipating that some parties
m ght propose excluding residential usage in the first
two tiers from paying the CCA at all, and | was
concl uding that that would create an undercoll ection
t hat woul d have to be made up either from bundl ed
rat epayers or perhaps in other ways from CCA custonmers.

PG&E woul d suffer no harm as |long as there was
no cost-shifting. Bundl ed ratepayers would suffer no
harm froma -- a tiered CCA rate per se.

| have had some concerns in this proceeding
t hat we not make the CCA rate too conplicated.

Inmplicitly, ny alternate recommendati on, which
is described later in nmy primary testinmny, would
implicitly be a tiered CCA rate because by applying an
equal percent of a customer's generation rate --
ot herwi se applicable total generation rates, to the
extent that that reflects tier differentials, that the
ot herwi se applicable generation rate reflects tiered --
reflects tier differentials.

Customers paying a percentage of the otherw se
applicabl e generation charges as a CRS would be paying a
tiered CCA rate.

Q Thank you

If | could bring your attention to Table 3-1
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on page 3-6, does the table distinguish between above-
and bel ow- basel i ne usage?

A No, because at this |level of detail |'ve shown
t he average current generation rate for each rate
cl ass. ]

And so for example, the 6.58 cent current
generation rate shown in the first row for
the residential class is an average across al
residential customers. Custonmers who stay within Tier 1
and Tier 2 currently pay a significantly | ower
generation rate than 6.58 cents. And conversely, a
customer with usage -- significant amunts of usage in
Tiers 3 and 4 will pay a generation rate somewhat higher
than 6.58 cents. This is a weighted average for each
rate cl ass.

Q In your scaled CRS proposal, would you
di stinguish between above and bel ow baseline usage?

A Yes; for exanple, if a residential customer
had a $100 monthly bill of which $60 represented
generation charges, which under current rates, do vary
by tier. But if $60 was their current rate, their
currently applicable generation rate out of a $100 total
utility bill, and if a uniform CRS percentage for that
year was one-third, that would determ ne their CRS for

t hat month as being $20 because the $60 portion of their

bill would be reflecting the tiers. So | am treating
one-third of that as -- CRS inmplicitly be a tiered CRS
rate.
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Q So would that be on a per-customer basis?

A Yes.

Q |If we can go to your reply testinony, page
3-1. You have that in front of you now?

A | do.

Q Thank you.

In section B, there's a discussion about how
broad rate changes are beyond the scope of this
proceeding in your opinion, and they're best handled in
the GRC; is that correct?

A ' m sorry. | just want to make sure: Are we

referring to nmy reply testimny or ny rebuttal ?

Q | believe I"'mreferring to your reply
testimony, but | can ask you nmore broadly.

A | definitely recall making that statement.

Q Okay.

A  And | believe it was in ny rebuttal rather
than nmy reply.

Q | that's fine, as long as you recall that in
your testinmony.

My question is, could those sorts of changes
al so happen in a rate design wi ndow proceedi ng as
opposed to a general rate case proceedi ng?

A  Yes. | mention general rate cases first
because, first of all, we do have one upcom ng; in fact,
we'll be filing it at the end of next week. The Phase 2
for our 2003 general rate case will be filed next week,

and that will provide an opportunity for broad
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reconsi deration of our rates.

Generally, rate design windows are a little

bit narrower than full-blown general rate cases, but
there would still be opportunity to consider rate
changes on a utility-specific basis in a
utility-specific rate design wi ndow.

Q And rate design wi ndows happen in between
GRCs; correct?

A They have historically. W haven't had one
for a great number of years now. But historically, we
have had rate design wi ndows in between GRCs.

Q On page 3-4 of your reply testinmny, you talk
about ORA's | oad factor adjustment proposal.

A Yes.

Q Specifically on pages -- excuse me, line 19
t hrough 22, you tal k about what ORA has recognized; is
t hat correct? Excuse me. MWhat ORA has identified, to
use your | anguage; is that correct?

A Yes.

Q Do you agree with ORA in its identification?

A | believe what they've identified and
described in the ORA witness's testinmony is plausible
and m ght be a small effect that would be known as a
function of |oad factor, yes.

Q Regardless of the size of the effect, do you
agree the effect may be there?

A | agree that it's possible it could be there.

Q On the follow ng page which would be page 3-5,
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on lines 16 through 19, you say that PG&E opposes
certain rate determ nations; is that correct?

A  Yes. It explains that PG&E opposes, at | east
for the purposes of the current phase, of getting ready
to do comunity choice inmplementation.

Q Okay. My question --

A That adding that |oad factor calculation is a
additional complication to the initial inmplementation.

Q So when you say you oppose for this current
proceedi ng, when would you not oppose it?

A As | understand PG&E's position and as shared
by several of the parties to the proceeding, we will
have annual updates in the future after community choice
aggregation starts. We will have annual updates when
the indifference calculations are updated.

In addition to questioning the size of
the effect, | also had concerns that would need to be
addressed with how the | oad factor adjustments were
defined. And | think it would also get into questions
if one applies different | oad shapes to different groups
of comunity choice aggregators.

| think | raised the same kind of questions
t hat PG&E wi t ness Rubin tal ked about this morning about
having different | oad profiles applying to different
customers.

But with those qualifications, | would think
t hat once comunity choice is up and running, in a

future annual update proceeding, ORA certainly would be
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wel come to raise this question again.

Q Are you generally famliar with Edison's and
San Diego Gas & Electric's proposal about baseline and
how to handl e that?

A | have reviewed the rate design testinmony for
both utilities, yes.

Q So subject to check, you would agree that
Edi son wants to use distribution rates regarding
baseline, and San Di ego Gas & Electric would like to use
public purpose rates regarding baseline? Wuld you
accept that subject to check?

A | accept that subject to check.

Q Wuld PGE be able to inplement a proposa
simlar to either of those where the baseline usage
protection costs are recovered through a nongeneration
rate conponent ?

A  Yes. | think that that is entirely
appropriate. And | think that the significant movenment
to flatten generation rates and put as much as possible
of these distortions into nongeneration components wil
be reflected in the rate design proceedi ngs that we are
going to be filing next week.

The proposals that | made here in this case
are predicated on the idea that what we're adopting in
this case is a cost responsibility surcharge rate for
CCA customers. And |'ve put an alternate proposal out
in case community choice aggregation starts before other

changes can be made to our rates in our pending general
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rate case.

To the extent that cross-class differences in
generation rates can be noved out of generation
conponents before comunity choice aggregati on begins,
a lot of these questions will be nmoot as far as
the distortion is then caused by different generation
rates paid by different classes.

Q Wuld you support specifically using
t he public purpose program when you nove them out of
t he generation rates?

A | think to a | arge extent what we're going to
be proposing will be a combination of distribution and
public purpose programrates. To the extent public
purpose program rates are the vehicle through which
revenue undercollection associated with the California
Af fordabl e Rates For Electricity, or CARE, program
under coll ections are recovered from all the ratepayers
who are not CARE program participants, however, the CARE
program di scounts are historically assigned to
distribution rates as far as they -- AB 1X rel ated
under col | ections.

| think that our proposal will primarily be to
assign those to generation rates -- rather, to

di stribution rates rather than to public purpose program

rates.

| think that given the overall magnitude of
the portion of the bill represented by distribution
rates versus the portion of the bill and the purposes
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set aside for public purpose programrates, that it
woul d be tough for us to fit the AB 1X undercoll ections
and overcollections to the public programrates. But
| do agree with the principle to the extent that it
should be reflected in nongeneration rate components.
And |1've indicated in both ny reply and ny
rebuttal testinony that | think you get into very nuch
utility-specific considerations when you try and
real l ocate existing rates. And that's why a general
rate case makes nmore sense to address rates that will be
paid by all custoners.

Q Vhat is your opinion of TURN s proposal to use
PG&E's method in the short term and the Edi son/ San Di ego
Gas & Electric method, if | can combine those two, in
the long term and i nplementated [sic] in a GRC?

A | think that PG&E and TURN and Edi son and
San Diego are all noving towards a comon goal in that
regard, trying to ensure that we have generation rates
that are not artificially distorted if those are being
opened to conpetition via conmmunity choice aggregation.

And to the extent that TURN is endorsing our
alternate CRS recommendation in the short term and
acting on individual utilities' generation rates --

i ndividual utility GRCs in the future, that's perfectly
consistent with my position.

ALJ MALCOLM Let's go off the record.

(Off the record)

ALJ MALCOLM Back on the record.
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Off the record.
(Off the record)
ALJ MALCOLM Back on the record.
You're done, M. Reiger?
MR. REI GER: No further questions, your Honor.
ALJ MALCOLM Okay. Thank you.
M. Cono.
MR. COMO: Can we go off the record?
ALJ MALCOLM  Off the record.
(Off the record)
ALJ MALCOLM  Back on the record.

We'll be in recess until tonmorrow norning at

9:00 a. m Thanks.

(Wher eupon, at the hour of 3:30 p.m,
this matter having been continued to
9:00 a.m, June 8, 2004, at
San Francisco, California, the Comm ssion
t hen adj ourned.)
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