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PREPARED DIRECT TESTIMONY OF 1 

CYNTHIA FANG 2 

I. INTRODUCTION 3 

This testimony provides the policy guidance for San Diego Gas & Electric Company’s 4 

(“SDG&E’s”) 2018 Residential Rate Design Window Application (“RDW Application”).  As 5 

directed by Ordering Paragraph (“OP”) 10 of Decision (“D.”) 15-07-001, this RDW Application 6 

proposes default time-of-use (“TOU”) rates for residential customers to be effective January 1, 7 

2019.  In addition, in this RDW Application, SDG&E includes residential rate design proposals 8 

for the menu of optional TOU rates1 to support residential Mass TOU Default in 2019 and the 9 

implementation of a residential fixed charge to occur in 2020, 12 months after the start of Mass 10 

TOU Default.  SDG&E’s proposals in this proceeding are intended to promote customer choice 11 

and provide options that give customers better ability to control their electric bills and provide 12 

more predictability, while ensuring fair and equitable rates.  In summary, SDG&E requests 13 

approval of the following proposals: 14 

 Residential Mass TOU Default rate and a menu of options to provide choices that 15 
will allow customers to have to better control their electric bill, including a 16 
simpler opt-out TOU rate, to be effective January 1, 2019;  17 

 Implementation of a residential fixed charge to provide customers with some 18 
relief from artificially high tiered rates and greater control over their bills and a 19 
higher minimum bill to better provide rates that are fair and equitable and ensure 20 
that all customers pay a reasonable share of the utility infrastructure costs needed 21 
to serve all customers, to be effective January 1, 2020; and 22 

 Default TOU migration plan, including its operational and marketing, education 23 
and outreach (“ME&O”) approach.  24 

                                                 
1 Resolution E-4769, OP 8 and Resolution E-4848, OP 2. 
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In addition, my testimony addresses SDG&E’s policy position regarding its current California 1 

Alternate Rates for Energy (“CARE”) discount in the context of further restructuring considered 2 

in D.15-07-001. 3 

My testimony is organized as follows: 4 

 Section II – SDG&E’s Rate Design Objectives Align with the Commission’s Rate 5 
Design Principles  6 

 Section III – Overview of SDG&E’s 2018 Residential RDW 7 

 Section IV – SDG&E’s Residential Rate Design Proposals Lay a Better 8 
Foundation for the Future 9 

o 2019 Residential Default and Optional TOU Rates 10 

o 2020 Residential Fixed Charge and Minimum Bill Proposal 11 

o CARE Restructuring 12 

 Section V – Conclusion 13 

 Section VI – Statement of Qualifications 14 

II. SDG&E’S RATE DESIGN OBJECTIVES ALIGN WITH THE COMMISSION’S 15 
RATE DESIGN PRINCIPLES 16 

SDG&E continues to be a leader in clean energy, advancing electric vehicles and 17 

developing and operating a low-carbon energy infrastructure while providing safe and reliable 18 

service.  It has demonstrated its commitment to furthering the State’s vision of increased 19 

distributed energy resources (“DER”) integration with accomplishments such as:  20 

 Forty-three percent of SDG&E’s delivered electricity comes from renewable 21 
resources; 22 

 As of the end of November 2017, SDG&E had approximately 820 megawatts 23 
(“MW”) of customer-sited solar and wind generation from over 120,000 24 
customers;  25 

 As of the end of November 2017, SDG&E has over 26,500 electric vehicles 26 
within its service territory and is making clean driving more accessible with the 27 
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Power-Your-Drive program, expanding access to electric vehicle charging at 1 
businesses, multi-family communities and disadvantaged neighborhoods; and 2 

 Receiving the “Best in the West” award for electric reliability for 12 straight 3 
years. 4 

To ensure the continued pursuit of the State’s clean energy goals in a sustainable manner, 5 

it is critical to continue striving to move toward rates that reflect accurate prices, and incentives 6 

or subsidies that are direct and transparent. 7 

Recognizing a need for change, the California State Legislature enacted Senate Bill 8 

(“SB”) 695 in 2009, which created a path for the California Public Utilities Commission 9 

(“CPUC” or “Commission”) to explore residential electric rate design, including transitioning 10 

residential customers from tiered rates to TOU rates.  The Commission opened Order Instituting 11 

Rulemaking (“R.”) 12-06-013 in 2012 to examine ways to move toward more cost-based rates.  12 

Within R.12-06-013, the Commission adopted the following ten Rate Design Principles 13 

(“RDPs”).2  Table 1 below presents the RDPs in four categories (consistent with D.15-07-001): 14 

(1) cost of service; (2) affordable electricity; (3) conservation; and (4) customer acceptance. 15 

Table 1: Rate Design Principles 16 

Cost Of Service RDP Affordable Electricity 
RDP 

Conservation RDP Customer Acceptance 
RDP 

(2) Rates should be based 
on marginal cost;  
(3) Rates should be based 
on cost-causation principles;  
(7) Rates should generally 
avoid cross-subsidies, 
unless the cross-subsidies 
appropriately support 
explicit state policy goals;  
(8) Incentives should be 
explicit and transparent;  
(9) Rates should encourage 
economically efficient 
decision-making.  

(1) Low-income and 
medical baseline customers 
should have access to 
enough electricity to ensure 
basic needs (such as health 
and comfort) are met at an 
affordable cost.  

(4) Rates should encourage 
conservation and energy 
efficiency;  
(5) Rates should encourage 
reduction of both coincident 
and non-coincident peak 
demand.  

(6) Rates should be stable 
and understandable and 
provide customer choice;  
(10) Transitions to new rate 
structures should emphasize 
customer education and 
outreach that enhances 
customer understanding and 
acceptance of new rates, and 
minimizes and appropriately 
considers the bill impacts 
associated with such 
transitions.  

                                                 
2 R.12-06-013 at 27-28. 



CF-4 

SDG&E’s rate design proposals are focused on providing residential electric customers 1 

with choice, control, and more predictability as well as promoting the principles below. These 2 

rate design objectives, presented in Diagram 1, are intended to support SDG&E’s continued 3 

leadership in support of the State’s clean energy policies and align with the Commission’s RDP.  4 

Diagram 1: SDG&E’s Rate Design Policy Objectives 5 

 6 

1. Accurate price signals: Providing customers with accurate price signals means 7 

that utilities charge for the services they provide and rates are designed to cover 8 

utility costs from customers in the same way in which they are incurred.  By 9 

sending customers clear price signals regarding the cost of electricity and the cost 10 

of using the electric grid for the services they receive, SDG&E aims to give 11 

customers the greatest possible opportunity to make economically efficient 12 

decisions about their energy use and to mitigate cost shifts between customers.  13 
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Accurate price signals also limit any potential cross-subsidies that would result 1 

from incentives that are buried in rates and not transparently identified.   2 

2. Transparent incentives:  Incentives or subsidies that are deemed necessary by 3 

the Commission to further public policy objectives should be separately and 4 

transparently identified.  Building upon the foundation of accurate price signals, 5 

subsidies that advance state policy goals should be identified separately on utility 6 

bills from the charges for services provided to or from the customer.   7 

3. Customer options:  SDG&E’s policy framework is based on attention to and an 8 

understanding of its customers’ needs – SDG&E seeks to provide the optionality 9 

its customers require while still providing a cost-based rate structure.  SDG&E 10 

recognizes the importance of offering new cost-based rate options that best meet 11 

its customers’ needs.  12 

4. Customer Education:  SDG&E recognizes that effective ME&O across all 13 

impacted customers will help them understand the change to TOU rates, motivate 14 

them to embrace TOU rates, and support them with relevant tools and solutions.  15 

SDG&E is committed to proactively provide customers with clear and timely 16 

information to help customers prepare for any rate change including those 17 

presented in this RDW Application.  ME&O is discussed further in the Direct 18 

Testimony of Horace Tantum. 19 

III. OVERVIEW OF SDG&E’S 2018 RESIDENTIAL RDW 20 

SDG&E’s proposals in this RDW Application are provided in response to requirements 21 

identified within the various Commission decisions and directives described above, including but 22 

not limited to D.15-07-001 (“Rate Reform Decision”), Resolution E-4769 (“SDG&E Opt-In 23 

Pilot Resolution”), Resolution E-4848 (“SDG&E Default Pilot Resolution”), D.17-09-036 24 
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(“Section 745 Decision”), and D.17-09-035 (“Fixed Charge Decision”) and to lay a better 1 

foundation for residential rate design for the future. 2 

A. Procedural History and Background 3 

On June 21, 2012, R.12-06-0133 was opened to examine and reform the investor-owned-4 

utilities’4 (“IOUs”) residential electric rates and transition to TOU rates.  R.12-06-013 was split 5 

into three phases: 6 

 Phase 1 was reserved for longer-term rate design proposals for 2015 through 7 
2018, known as the glidepath;  8 

 Phase 2 for Summer Relief for 2014 from high volumetric rates; and 9 

 Phase 3 for issues related to CARE Restructuring and TOU pilots and exclusions. 10 

The IOUs and other parties submitted Residential Rate Reform proposals on May 29, 11 

2013, in response to R.12-06-013.  On July 3, 2015, the Commission issued D.15-07-001, 12 

outlining Residential Rate Reform for the IOUs.  The decision adopted Phase 1 rate changes that 13 

reflect long-term residential electric rate reform, directed the IOUs to plan and implement TOU 14 

pilots, and set forth a glidepath for residential rate changes from 2015 through 2019.   15 

D.15-07-001also addressed IOU proposals for a new or increased “fixed charge” 16 

designed to collect certain fixed costs of providing service from all residential customers.   The 17 

Commission concluded that in order to establish a fixed charge, certain requirements must be 18 

met, including “ensuring that the charge reflects appropriate costs, establishing a consistent 19 

methodology across utilities, and waiting until each utility has shifted to default [time-of-use 20 

(“TOU”)] rates.”   As one of the conditions that must be met in order to permit further 21 

                                                 
3 Order Instituting Rulemaking on the Commission’s Own Motion to Conduct a Comprehensive 
Examination of Investor Owned Electric Utilities’ Residential Rate Structures, the Transition to Time 
Varying and Dynamic Rates, and Other Statutory Obligations. 
4 SDG&E, Pacific Gas and Electric (“PG&E”), and Southern California Edison (“SCE”).  
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consideration of fixed charge proposals, D.15-07-001 required that a decision approving 1 

categories of fixed costs for consideration of a future fixed charge be issued in an IOU’s GRC 2 

Phase 2 proceeding.   It further held that the appropriateness and approval of any proposed fixed 3 

charges would then be considered in the IOUs’ consolidated 2018 Residential RDW proceeding, 4 

along with the implementation of default residential TOU. 5 

In accordance with the direction provided in D.15-07-001, Pacific Gas and Electric 6 

Company’s (“PG&E’s”) 2017 General Rate Case GRC Phase 2 proceeding (A.16-06-013) 7 

included within its scope a workshop process to support a Commission decision adopting 8 

categories of fixed charges across the three IOUs.  The Commission considered in a separate 9 

track of A.16-06-013 the fixed cost categories eligible for inclusion in a proposed fixed charge, 10 

and ultimately issued D.17-09-035,5 which determined “that a fixed charge should include 11 

revenue cycle services costs with certain exclusions, all meter capital costs, and minimum 12 

service drop and final line transformer costs calculated by using the minimum observed cost for 13 

the residential class.”6  The cost basis for SDG&E’s proposed fixed charge is presented in the 14 

Direct Testimony of William Saxe, and consistent with D.17-09-035, SDG&E includes the 15 

calculations of these costs under four different marginal distribution customer cost 16 

methodologies.7  The costs presented in the Direct Testimony of William Saxe support the 17 

                                                 
5 Decision Identifying Fixed Cost Categories to be Included in a Fixed Charge.  
6 D.17-09-035 at 2. 
7 The four methodologies are the Real Economic Carrying Charge (“RECC” or “Rental”) Method, the 
New Customer Only (“NCO”) Method, the Adjusted Rental Method 1 (“ARM1”), and Adjusted Rental 
Method 2 (“ARM2”). 



CF-8 

adoption of a $10 residential fixed charge8in 2020, the statutory limit as prescribed in the 1 

California Public Utilities Code (“PU Code”) Section 739.9.  The rates and the bill impacts of 2 

SDG&E’s proposals and alternative methodologies are presented in the Direct Testimony of 3 

Jeffrey Shaughnessy.   4 

To support the default of residential customers to TOU and future customer acceptance, 5 

the IOUs were directed to design default and opt-in TOU pilots to study the effects of TOU on 6 

various segments of residential customers.  Pursuant to D.15-07-001 and Resolution E-4769, 7 

SDG&E began its Opt-In TOU Pilot on June 1, 2016.  The results of this pilot, presented in both 8 

the California Statewide Opt-In Time-of-Use Pricing Pilot – Interim Evaluation and the 9 

California Statewide Opt-In Time-of-Use Pricing Pilot – Second Interim Evaluation, prepared by 10 

Nexant, Inc., which address load and bill impacts, and Research Into Action, which address the 11 

customer survey (“Nexant/RIA Report”).  The load impacts results included in the Nexant/RIA 12 

Report are discussed further in the Direct Testimony of Leslie Willoughby.  Additionally, 13 

SDG&E began a study of its Pilot Rate 3, a more complex hourly dynamic rate offering, on 14 

November 1, 2016. 15 

SDG&E’s Default TOU Pilot Plan was filed on December 16, 2016, and approved, with 16 

modifications, by Resolution E-4848 on May 25, 2017.  The Default Pilot is intended to inform 17 

                                                 
8 Section 739.9 (f) For the purposes of this section and Section 739.1, the commission may, beginning 
January 1, 2015, authorize fixed charges that do not exceed ten dollars ($10) per residential customer 
account per month for customers not enrolled in the CARE program and five dollars ($5) per residential 
customer account per month for customers enrolled in the CARE program.  Beginning January 1, 2016, 
the maximum allowable fixed charge may be adjusted by no more than the annual percentage increase in 
the Consumer Price Index for the prior calendar year. This subdivision applies to any default rate 
schedule, at least one optional tiered rate schedule, and at least one optional time variant rate schedule. 
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the resolution of this RDW Application, and the subsequent default of all eligible residential 1 

customers onto TOU rates beginning in 2019.9   2 

D.15-07-001 further identified next steps for Residential Rate Reform, which included 3 

the interpretation of the P.U. Code Section 745 conditions that must be met for the residential 4 

customer class mass default to TOU.10  P.U. Code Section 745 excludes certain classes of 5 

customers from Mass TOU Default,11 and requires the IOUs to determine whether other classes 6 

would experience “unreasonable hardship”12 as a result of being transitioned to default TOU.  On 7 

September 28, 2017, the Commission adopted D.17-09-036, which set forth steps to transition 8 

most Californians to default TOU rates in 2019.  This Decision determined, among other things, 9 

that “economically vulnerable customers in hot climate zones should be excluded from the 10 

default time-of-use pilots scheduled to begin in March 2018”13 but that as a part of the 2018 11 

Residential RDW applications, “the Commission will further consider whether economically 12 

vulnerable customers in hot climate zones should be excluded from the full rollout of default 13 

time-of-use rates.”14  Accordingly, SDG&E’s Default TOU Pilot will comply with the 14 

requirements outlined in D.17-09-036, including but not limited to the exclusion of CARE and 15 

Family Electric Rate Assistance (“FERA”) customers within SDG&E’s Hot Climate Zones.15 16 

                                                 
9 Resolution E-4848 at 2. 
10 D.15-07-001 at 298. 
11 P.U. Code §745(c)(1) identifies the following customers as those who must be excluded from default 
TOU: customers receiving a Medical Baseline allowance, customers requesting third-party notification, 
and customers who the Commission has ordered cannot be disconnected from service without an in-
person visit for a utility representative.  
12 P.U. Code §745(c)(1), §745(c)(2), §745(d). 
13 D.17-09-036 at 2. 
14 Id. 
15 SDG&E’s Hot Climate Zone includes its Desert and Mountain zones.  
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B. SDG&E’s 2018 Residential RDW 1 

As noted above, this RDW Application seeks approval for SDG&E’s proposals intended 2 

to promote customer choice and provide options for customers that provide them with more 3 

ability to control their electric bills and greater predictability, while ensuring fair and equitable 4 

rates.  5 

In addition, D.15-07-001 includes the requirement to examine greenhouse gas (“GHG”) 6 

reduction and cost savings that may result from the load reduction from residential Mass TOU 7 

default.16  The impact to GHG reduction and potential energy cost savings from load reduction 8 

are presented in the Direct Testimony of Ben Montoya.  SDG&E contends, however, that the 9 

peak load reduction achieved from TOU rates would have to be long-term for there to be a 10 

reduction in the costs related to the generation capacity and infrastructure investment.  As such, 11 

SDG&E believes it is premature to provide estimates of cost savings associated with generation 12 

capacity and infrastructure costs at this time.  In order to provide meaningful estimates, further 13 

study is needed to determine the persistence of residential customer class load impacts from 14 

TOU rates. 15 

Each of SDG&E’s proposals is described in more detail below and further supported by 16 

the direct testimony of the following SDG&E witnesses: 17 

 Chapter 2 - Direct Testimony of Jeffrey Shaughnessy: presents the details of 18 
SDG&E’s electric rate design proposals and the customer bill impacts of these 19 
proposals, as well as various P.U. Code Section 745 requirements; 20 

 Chapter 3 - Direct Testimony of Ben Montoya: presents GHG reduction analysis 21 
and potential energy savings; 22 

 Chapter 4 - Direct Testimony of Leslie Willoughby: presents the load impact 23 
results of SDG&E’s Opt-In TOU Pilot; 24 

                                                 
16 D.15-07-001 at 301. 
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 Chapter 5 - Direct Testimony of William Saxe: presents distribution customer 1 
cost study analysis to support SDG&E’s proposal to introduce a residential fixed 2 
charge; 3 

 Chapter 6 - Direct Testimony of Chris Bender: presents SDG&E’s Mass TOU 4 
Default migration plan; and 5 

 Chapter 7 - Direct Testimony of Horace Tantum: presents SDG&E’s intentions 6 
for ME&O related to SDG&E’s Mass TOU Default and other residential rate 7 
proposals in this filing. 8 

IV. SDG&E’S RESIDENTIAL RATE DESIGN PROPOSALS LAY A BETTER 9 
FOUNDATION FOR THE FUTURE 10 

This RDW Application represents a critical juncture in Residential Rate Reform and is 11 

the next step to reform residential tiered rates in an effort that began over five years ago.  This 12 

work started when the California Legislature made reform possible with the adoption of 13 

Assembly Bill (“AB”) 327, which restored the Commission’s authority to set residential rates.  14 

The Legislature wisely recognized that reform of the tiered rate structure was crucial to achieve 15 

state and Commission goals, and AB 327 lifted the legislative caps that were responsible for the 16 

broken tiered rate structure for California’s residential electric rates.   17 

Prior to the implementation of SDG&E’s 2017 Glidepath, which occurred on September 18 

1, 2017, SDG&E’s Tier 2 rate continued to be more than double the Tier 1 rate.17   With the 19 

implementation of SDG&E’s 2017 Glidepath, the differential between Tier 1 and Tier 2 is now 20 

smaller (1:1.75), but continues to depart significantly from the Glidepath Guidance of 1:1.405. In 21 

fact, SDG&E’s tier differential is over 85% higher than the Glidepath Guidance.18  These high 22 

differentials mean that SDG&E residential customers continue to see upper tier summer rates 23 

over 40 cents/kWh over three years after the initial implementation of Residential Rate Reform. 24 

                                                 
17 SDG&E’s Advice Letter (“AL”) 3055-E-A. 
18 Ibid. 
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In addition, such high differentials create significant challenges for customers to be able 1 

to control their bills.  Despite the significant structural changes that have occurred with the move 2 

from four tiers to two tiers since 2015, SDG&E’s residential customers continue to be challenged 3 

by large tier differentials that Residential Rate Reform was supposed to address, with Tier 2 still 4 

more than double Tier 1 rates prior to September 1 this year.  For the additional 1 kWh above 5 

130% of baseline, SDG&E’s residential customers today see a per kWh price increase for 6 

electricity of 75%.  This significant price difference between the Tier 1 and Tier 2 rates creates 7 

the potential for significant bill volatility as customers move from Tier 1 usage to Tier 2 (above 8 

130% of baseline).  SDG&E’s average customer consumes 500 kWh per month, and in that 9 

average case, a 50% increase in energy usage from 500 to 750 kWh per month would result in a 10 

bill increase of over 76%, on average, under the current tiered structure.19  Of SDG&E’s 11 

residential customers on tiered rates, one-third (33%) are exclusively in Tier 1 (12 out of 12 12 

months), meaning the volume of energy consumed per month is always less than 130% of 13 

baseline. Alternatively, 20% of residential customers are consistently in Tier 2 or above, 14 

meaning the volume of electricity consumed per month is always (12 out of 12 month) above 15 

130% of baseline.  Almost half (47%) of SDG&E’s residential customers, however, move in and 16 

out of Tier 1 and Tier 2 over a 12-month period.  In a given year, 29% of customers have Tier 2 17 

charges 1-5 months, and 18% have Tier 2 charges for 6 to 11 months.  18 

                                                 
19 Assuming Coastal/Inland customer usage and calculated using rates effective 12/1/2017, per AL 3130-
E/E-A.  
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Chart 1: SDG&E’s Residential Customers And Tier Usage20 1 

 2 

Currently, the only opportunity for customers to save on a tiered rate schedule is to 3 

reduce their energy usage.  TOU rates will therefore provide residential customers with an 4 

important tool to give them greater control over their electric bill.  SDG&E’s proposed Mass 5 

TOU Default rate will be a tiered TOU rate, which is intended to limit the bill impact of 6 

defaulting to TOU.  Under TOU rates, customers will have the ability to save if they (1) reduce 7 

energy usage, and/or (2) shift energy usage to a lower-cost time period, away from the on-peak 8 

period of 4-9 p.m.  In addition, SDG&E proposes that residential customers defaulting to TOU 9 

will receive bill protection to ensure that they have a risk-free experience as they transition.  This 10 

is discussed in more detail in the Direct Testimony of Chris Bender.        11 

                                                 
20 Based on historical usage from November 2016 – October 2017.  Excludes customers without 12 
months of usage data. 
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A. 2019 Residential Default and Optional TOU Rates 1 

SDG&E proposes the following rate options for residential customers beginning in 2 

2019:21 3 

 A 3-Period tiered Default TOU rate as the Mass TOU Default rate; 4 

 A 2-Period tiered Opt-Out TOU rate as a simpler opt-out rate option with milder 5 
TOU differentials;  6 

 Customers will continue to have today’s tiered rate as a Tiered Opt-Out rate 7 
option; and  8 

 The consolidation of similar existing un-tiered TOU rates to simplify available 9 
options for customers.  10 

1. TOU Rates 11 

In 2019, SDG&E plans to default its eligible residential customers to a 3-Period Default 12 

TOU rate.  This rate structure provides more granular and therefore more accurate price signals, 13 

making it a more cost-based option than SDG&E’s simpler 2-Period Opt-Out rate.  SDG&E 14 

proposes a Mass TOU Default rate with three time periods: on-peak, off-peak and super off-15 

peak.  While a 3-period TOU is more complex, a more cost-based 3-period TOU rate provides 16 

the added value to customers of providing them with a greater ability to save if they are able to 17 

shift usage into the lowest-cost hours that occur during the super off-peak period.  Customers 18 

will be able to opt out of Mass TOU Default, and a menu of rate options will be available to 19 

them should they wish to do so.  As part of the menu of options to support customer choice, 20 

SDG&E plans to offer a simpler 2-Period Opt-Out TOU rate and will continue to offer the 21 

current tiered rate schedule available as a Tiered Opt-Out rate.   22 

                                                 
21 SDG&E’s existing tiered TOU rate, Schedule TOU-DR will remain available as an option for 
residential customers.  
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A summary of the bill impacts to Non-CARE and CARE customers is presented below in 1 

Charts 2 and 3.  More detailed information regarding the customer bill impacts is presented in 2 

the Direct Testimony of Jeffrey Shaughnessy.  As a result of transitioning to TOU, without any 3 

changes in usage behavior, 53% of Non-CARE customers would experience a bill decrease while 4 

47% would experience a bill increase, and 58% of CARE/FERA customers would experience a 5 

bill decrease while 42% would experience a bill increase.  Similar to the design of SDG&E’s 6 

Opt-In Pilot rate, (discussed in more detail in the Direct Testimony of Jeffrey Shaughnessy,) the 7 

design of SDG&E’s Mass Default rate is intended to minimize and isolate the cause of any bill 8 

impacts solely to the transition to TOU. 9 

For Non-CARE customers, presented in Chart 2:  10 

 37% of Non-CARE customers would see a change in monthly bill (increase or 11 
decrease) of less than $1 12 

 81% of customers would see a change in monthly bill (increase or decrease) of 13 
less than $5 14 

 92% of customers would see a change in monthly bill (increase or decrease) of 15 
less than $10  16 
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Chart 2: Summary of Non-CARE Bill Impacts from Mass TOU Default Rate22 1 

 2 

For CARE/FERA customers, presented in Chart 3:  3 

 60% of CARE customers would see a change in monthly bill (increase or 4 
decrease) of less than $1 5 

 97% of CARE customers would see a change in monthly bill (increase or 6 
decrease) of less than $5 7 

 Greater than 99% of CARE customers would see a change in monthly bill 8 
(increase or decrease) of less than $10 9 

  10 

                                                 
22 Bill impacts assume no change to historic customer usage from October 2016 – September 2017 and 
only include customers with 12 months of data on the standard residential rate.  Medical Baseline and 
Direct Access customers have been excluded for these analyses.   
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Chart 3: Summary of CARE Bill Impacts from Mass TOU Default Rate23 1 

 2 

2. Existing Rate Options 3 

With Mass TOU Default, SDG&E will continue to offer the current two-tiered residential 4 

rate schedule, which includes the high-usage charge (“HUC”),24 as a Tiered Opt-Out rate for 5 

customers who do not wish to be on a TOU rate.   6 

In addition, SDG&E proposes the following modifications to its current TOU optional 7 

rates for residential customers: 8 

 Schedule TOU-DR, Residential Service: optional tiered TOU rate for individually 9 
metered residential customers; 10 

 Schedule DR-SES, Domestic Time-Of-Use for Households With A Solar Energy 11 
System: optional un-tiered TOU rate for individually metered residential 12 
customers with Solar Energy Systems; 13 

                                                 
23 Bill impacts assume no change to historic customer usage from October 2016 – September 2017 and 
only include customers with 12 months of data on the standard residential rate.  Medical Baseline and 
Direct Access customers have been excluded for these analyses.   
24 HUC is also commonly referred to as the Super User Electric Surcharge (“SUE”).  
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 Schedule EV-TOU, Electric Time-Of-Use for Electric Vehicle Charging: optional 1 
residential un-tiered TOU rate for separately metered electric vehicle charging; 2 
and 3 

  Schedule EV-TOU-2, Electric Time-Of-Use for Electric Vehicle Charging: 4 
optional un-tiered TOU rate for residential customers who require service for both 5 
electric vehicle charging and domestic service. 6 

Prior to December 1, 2017, the TOU periods of Schedules TOU-DR, DR-SES, EV-TOU, 7 

and EV-TOU-2 differed.  On December 1, 2017, SDG&E implemented D.17-08-03025 which 8 

included the update and alignment of TOU periods, and resulted in Schedules TOU-DR, DR-9 

SES, EV-TOU, and EV-TOU-2 now having the same TOU periods.26  This also resulted in a 10 

minimal difference between SDG&E’s current un-tiered TOU rate options.  As such, SDG&E 11 

proposes to consolidate Schedules DR-SES and EV-TOU-2 to a single un-tiered TOU rate 12 

schedule that would be available to all residential customers, to be renamed Schedule TOU-D.  13 

This would provide all residential customers with a single un-tiered TOU rate option and avoid 14 

customer confusion.  The consolidation of these rate schedules would be through the closure of 15 

one schedule (i.e., Schedule EV-TOU-2) and the expansion of the applicability of the other (i.e., 16 

Schedule DR-SES).  Grandfathered versions of all of SDG&E’s existing rate schedules will 17 

remain available for eligible customers, in accordance with D.17-08-030.  18 

B. 2020 Residential Fixed Charge and Minimum Bill Proposal 19 

SDG&E proposes the following changes to residential rates beginning in 2020: 20 

1. The implementation of a residential fixed charge on January 1, 2020, to be 21 

applied to all residential rate schedules with the exclusion of SDG&E’s simpler 2-22 

period TOU rates and its master-metered rate schedules.  SDG&E requests the 23 

                                                 
25 Decision Adopting Revenue Allocation and Rate Design for San Diego Gas & Electric Company, 
Issued August 25, 2017.  
26 With the exclusion of grandfathering. 
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legislative limit of $10 for non-CARE and $5 for CARE, FERA, and Medical 1 

Baseline customers27 for its residential fixed charge in 2020 and annual increases 2 

going forward based on the Consumer Price Index; 3 

2. The implementation of a higher minimum bill amount to be applied to all 4 

residential rate schedules that reflects a minimum threshold amount to ensure that 5 

all residential customers pay their fair share of the utility’s costs to provide 6 

service.  Consistent with D.15-07-001, CARE, FERA, and Medical Baseline 7 

customers will receive a 50% discount on the minimum bill28;  8 

3. SDG&E requests that the Commission reconsider the current requirement that tier 9 

differential be calculated using the composite tier methodology to allow the fixed 10 

charge to provide relief to Tier 1 and Tier 2 rates; and 11 

4. SDG&E proposes a higher fixed charge option that recovers that average costs of 12 

utility services that do not vary by energy usage through a fixed charge, which 13 

will have a compensating decrease to the volumetric rate, in order to provide 14 

customers with an option that will provide them with greater predictability.  15 

The utility system needed to ensure safe and reliable service requires a diverse set of 16 

resources which include commodity, distribution, and transmission resources as well as public 17 

purpose programs (“PPP”).   18 

                                                 
27 Consistent with D.15-07-011, FOF 21, the lower fixed charge amount would also apply to FERA and 
Medical Baseline customers. 
28 D.15-07-001, FOF 21.  
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Diagram 2: SDG&E Utility Cost of Service 1 

 2 

Under current effective rates, commodity services represent approximately 50% of total 3 

recovered costs, while distribution and transmission services represent 30% and 10%, 4 

respectively.  State- and Commission-mandated programs comprise the remaining 10% of 5 

recovered costs.29 When examining the cost drivers behind these different resources, 6 

approximately 33% of the total costs recovered in rates are driven by customer energy usage.  7 

The remainder of costs are driven by the need to ensure a customer is set-up and ready to receive 8 

services (i.e., meter and billing services), infrastructure costs to ensure safe and reliable delivery 9 

of energy services, and the costs of public policy programs – which do not vary by energy usage.  10 

                                                 
29 PPP includes all non-commodity, distribution, and transmission costs. 
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Chart 4: SDG&E Utility Cost of Service* 1 
 2 

 3 
*Based on rates effective December 1, 2017. 4 

When these non-variable costs are recovered on a volumetric basis, the result is a 5 

volumetric rate that is artificially inflated, as the recovery of all costs in this manner will always 6 

exceed the cost of that energy.  This creates a volumetric rate that will be greater than would 7 

otherwise be required to incentivize conservation and energy efficiency (Rate Design Principle 8 

4-rates should encourage conservation and energy efficiency) and fails to meet all of the Cost of 9 

Service Rate Design Principles.  10 

1. Fixed Charges in Residential Rates  11 

SDG&E’s proposal for a $10 fixed charge is intended to shift the recovery of some costs 12 

from artificially inflated volumetric rates to a fixed charge.   This shift makes a progressive move 13 

toward more fair and equitable rates for all customers.  Furthermore, the recovery of costs 14 

through a fixed charge will result in a compensating reduction to all volumetric rates.  The cost 15 

basis for SDG&E’s proposal for the legislative limit of its residential fixed charge proposal is 16 
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presented in the Direct Testimony of William Saxe, and the rates and bill impacts of SDG&E’s 1 

residential fixed charge and minimum bill proposal is presented in the Direct Testimony of 2 

Jeffrey Shaughnessy.       3 

In addition, a residential fixed charge would not be incremental, rather it would result in a 4 

corresponding reduction of energy (cents/kWh) rates.    The introduction of a residential fixed 5 

charge should help to provide some relief from these energy rates, where the current Tier 2 rate 6 

is 47 cents per kWh.30  7 

As recognized in D.15-07-001, “[a] fixed charge is not intended to incent specific 8 

customer behavior, but is intended to assist the customer in making economically efficient 9 

decisions regarding energy usage and investments.”31  A residential fixed charge allows for the 10 

recovery of the costs of utility services to occur through a rate mechanism other than the energy 11 

rates.  D.15-07-001 concluded that a fixed charge or minimum bill that recovers customer-related 12 

costs would result in a more equitable rate for low usage customers such as vacation 13 

homeowners and some NEM customers,32 and that a fixed charge to reflect fixed costs would 14 

send a more accurate price signal to customers.33  Moving toward a more equitable system is 15 

imperative; SDG&E’s customers who do not pay their fair cost of service have shifted costs to 16 

other nonparticipating ratepayers, increasing their rates and bills.  If more balance is not 17 

introduced into SDG&E’s rate structure, this inequity will persist and grow within Mass TOU 18 

Default rates as customers continue to adopt new technologies and energy production sources.  19 

                                                 
30 Summer Tier 2 rate for Schedule DR effective 12/1/17 per AL 3130-E/E-A. 
31 D.15-07-001, FOF 176. 
32 D.15-07-001, FOF 163. 
33 Id., FOF 175. 
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The Commission recognized in D.15-07-001 that there should be a balance between state 1 

policies for conservation and cost-based rates, and stated “…we must balance the competing rate 2 

design principles” and “we give significant weight to the need to better align rates with cost 3 

causation, and provide customers with clear cost signals.”34  While SDG&E recognizes that a 4 

fixed charge that leads to lower energy rates may have the potential to impact conservation, 5 

D.15-07-001 determined that impact is likely to be small: 6 

 We recognize that a fixed charge, as a rate design element, would not encourage 7 
additional conservation. However, we determine that the impact is likely to be 8 
small. We acknowledge that a fixed charge would represent a larger percentage 9 
of the monthly bill for those customers whose usage is lower but note that, along 10 
with a fixed charge, these customers would see lower volumetric rates than 11 
would be necessary with a minimum bill.35  12 

Additionally, the parties in D.15-07-001 conducted individual analyses on the impacts of 13 

TOU and fixed charges on conservation.  The Commission found that “…while we cannot find 14 

with certainty that the rate design proposals will decrease (or increase) conservation, we can find 15 

that any impacts to conservation from the proposed rate design changes would be relatively small 16 

and would not unreasonably impact conservation.”36  The Commission believes, and SDG&E 17 

agrees, that the optimum conservation levels will be achieved when customers better understand 18 

the cost of the energy they consume.37  19 

a. National Comparison 20 

Fixed charges in electric rates for residential customers are part of the rate structure of the 21 

majority of electric IOUs across the nation.  In Table 2, in a survey of national electric IOUs that 22 

provide bundled service to residential customers, 97% of 176 electric IOUs (excluding the 23 

                                                 
34 D.15-07-001 at 213-214. 
35 Id. at 214. 
36 Id. at 58, emphasis added.  
37 Id. at 61.  
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California IOUs) were identified as having a basic residential service rate schedule that includes 1 

a residential fixed charge.  SDG&E conducted the same survey in 2014: 97% of the 180 electric 2 

IOUs identified had a residential fixed charge.38  The average fixed charge was $10.30 as of 3 

October 2017, an increase of 11% from $9.30 in October 2014.  In California, 77% of the 4 

electric utilities have a basic residential service rate schedule that includes a fixed charge rate 5 

component as of October 2017, and the average residential fixed charge was $10.22.  SDG&E’s 6 

request for a $10 residential fixed charge is below the average of these 176 national IOUs and 44 7 

CA electric utilities.  A detailed list of utilities and residential fixed charges that comprise Table 8 

2 can be found in Attachment A.   9 

                                                 
38 R.12-06-013 SDG&E Exhibit SDGE-109: Rebuttal Testimony of Cynthia Fang, CF-15. 
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Table 2 – Summary of National Survey Of Residential Fixed Charges39 1 

 

Minimum 
Fixed Charge

Maximum 
Fixed 

Charge

Average 
Fixed 

Charge

% with  
Fixed 

Charge 
Total 

Utilities
National Electric IOUs 
(excluding CA IOUs) 
   October 2014 

$2.20  $25.00  $9.30  97% 180 

National Electric IOUs 
(excluding CA IOUs) 
   October 2017 

$2.27  $24.66  $10.35 97% 176 

National Electric IOUs 
(including CA IOUs) 
   October 2017 

$0.93  $24.66  $10.30 96% 179 

 
  

California Electric 
Utilities  
   October 2014 

$0.87  $20.67  $7.74  78% 40 

California Electric 
Utilities  
   October 2017 

$0.87  $26.00  $10.22  77% 44 

 
  

California Water Utilities  
   October 2014* $0.34  $182.72  $60.10  100% 10 

California Water Utilities  
   October 2017* $4.05  $314.61 $86.87  100% 10 

*Monthly charge associated with minimum meter size – for all water utilities included, the minimum meter 2 
size was 5/8 x ¾ inch. The average residential meter size in California is estimated to be up to 2 inches. 3 
Maximum here is the Fixed Charge associated with a 2-inch meter.  4 

b. Customer Survey 5 

SDG&E recognizes that customer acceptance and understanding is a fundamental 6 

underpinning to the successful implementation of a residential fixed charge.  D.15-07-001 found 7 

that “…it is very clear that customers are unlikely to understand or accept the need for fixed 8 

charges without customer education.”40  The Commission also stated that “[a]lthough we 9 

agree…it is beyond dispute that the record in this proceeding shows substantial customer 10 

hostility to fixed charges on residential bills, we disagree with [Center for Accessible 11 

                                                 
39 List of national IOUs providing Residential Service identified at http://www.eia.gov/, California 
Electric and Water utilities identified at http://www.cpuc.gov. 
40 D.15-07-001 at 216. 
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Technology] CforAT’s contention that customer hostility cannot be cured with customer 1 

education.”41  Per D.17-09-035, “The Commission expects a showing on the plans for marketing, 2 

education, and outreach efforts with respect to the proposed fixed charges in relation to the TOU 3 

rates and in compliance with the directives of D.15-07-001, if and when, a utility files a proposal 4 

for a fixed charge.”42  SDG&E agrees that without adequate, clear communication, customers are 5 

likely to believe that a fixed charge is an incremental charge on their bills when, in reality, a 6 

residential fixed charge is designed to cause a compensating decrease in volumetric rates.  These 7 

issues and the results of SDG&E’s customer survey are discussed in greater detail in the Direct 8 

Testimony of Horace Tantum. 9 

2. Increased Minimum Bill to Cover Minimum Threshold of Service  10 

As presented in Chart 4, approximately 33% of the costs recovered in rates are related to 11 

customer energy usage, while the remaining 66% are infrastructure costs required to provide 12 

energy services or public program costs unrelated to a customers volumetric energy usage.  For 13 

there to be fair and equitable treatment of all customers, each customer should pay some 14 

minimum threshold of these costs required to provide them with service, regardless of their 15 

electricity usage.  Therefore, SDG&E proposes the implementation of a higher minimum bill 16 

amount based on a minimum level of service requirement, presented in the Direct Testimony of 17 

Jeffrey Shaughnessy.   18 

As an IOU, SDG&E has the obligation of being the provider of last resort for all 19 

customers.  This means that the utility is required to ensure the ability to provide service to every 20 

customer in its service territory (basically, access to SDG&E’s electric grid), even if that 21 

customer is not SDG&E’s customer.  Although the recent decision on fixed charges (D.17-09-22 

                                                 
41 D.15-07-001 at 226.  
42 D.17-09-035 at 47. 
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035) determined that limited categories of customer costs are eligible for recovery in a fixed 1 

charge, SDG&E’s infrastructure investment is required to provide all customers with the 2 

minimum level of safe and reliable service requires the entire length of the grid, as presented in 3 

Diagram 2. This includes direct customer-based costs, where customers receive electricity from 4 

the wires connected to their houses, through the distribution grid as well as transmission 5 

resources and generation capacity costs, which are built to meet SDG&E’s system needs in a 6 

reliable and safe way.  The costs that make up SDG&E’s proposed minimum bill would include 7 

customer costs, the customer cost-related equal percent marginal cost (“EPMC”) scalar,43 grid-8 

related reliability costs (excluding generation capacity-related costs), transmission,44 and State 9 

and Commission-mandated programs.45  CARE, FERA, and medical baseline customers would 10 

receive a 50% discount on the minimum bill calculation.46  11 

Per D.15-07-001, “…the minimum bill charge is a mechanism that is designed to recover 12 

a minimum level of revenue, recognizing that some costs are still incurred to maintain service 13 

                                                 
43 The Commission acknowledged in D.17-09-035 at p. 12 that certain portions of the distribution-
demand infrastructure were customer-related as they do not vary with a customer’s demand or usage, but 
did not have a methodology to quantify the split between the two.  It also stated at p. 12 that as the 
electricity market continues to evolve to accommodate new opportunities for how customers procure and 
conserve electricity to meet their needs, [the Commission] is cognizant of the importance of having a 
mechanism for collecting these fixed distribution costs.   
44 SDG&E’s minimum bill calculation reduces its Transmission and Reliability Services (“RS”) 
volumetric rate components based on the calculated Commission-approved revenue requirement. This is 
not a Federal Energy Regulatory Commission (“FERC”)-approved methodology with FERC 
determinants; SDG&E plans to file an application with the FERC for approval of this change.  
45 SDG&E proposes that CARE, FERA and Medical Baseline customers will pay 50% of the minimum 
bill of non-CARE customers. CARE, FERA, and Medical Baseline customers are exempt from certain 
rate components. Therefore, 50% of the non-CARE minimum bill was scaled over the cost of recoverable 
rate components. Additionally, for consistency, CARE, FERA, and Medical Baseline customers will all 
pay the same minimum bill rate components, although they may or may not be exempt from the 
volumetric portion of the rate component. Medical Baseline customers will not pay the minimum bill for 
Vehicle-Grid Integration (“VGI”) and California Solar Initiative (“CSI”) components. Department of 
Water Resources-Bond Charge (“DWR-BC”), GHG and Nuclear Decommissioning (“ND”) will not be 
included in the calculation of a minimum bill. 
46 D.15-07-001, Finding of Facts (“FOF”) 21. 
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even in the event that a customer does not use energy.”47  This cost recovery definition is aligned 1 

with SDG&E’s proposed cost recovery for a minimum threshold of service, and would ensure 2 

more equitable cost recovery.  3 

In D.15-07-001, the Commission also stated: “We therefore find that the fixed charge 4 

caps do not apply to minimum bills.”48  The Commission also stated that: 5 

…it follows that Section 739.9(a) refers exclusively to non-volumetric 6 
charges that apply based on demand or the mere existence of a customer 7 
account. A minimum bill is neither. Rather, a minimum bill is “based on the 8 
applicable volumetric rate,” unless “volumetric usage is so low that the 9 
resulting bill would be less than the minimum bill.49 10 

Accordingly, SDG&E proposes to recover the costs of its minimum level of service 11 

through a minimum bill rate component.  The minimum bill would ensure that all customers pay 12 

for their minimum threshold of service provided by SDG&E, even if they are departing load or 13 

DER customers.  The minimum bill should be received as a fitting cost recovery mechanism for 14 

customers because “…[i]t avoids any potential negative impact on conservation associated with a 15 

fixed charge, and it protects lower-usage customers whose fixed costs might be lower.”50  Lower 16 

usage customers will already be protected from paying for a higher proportion of fixed costs, as 17 

the method used to calculate eligible fixed costs is required to find the minimum observed cost 18 

for transformers and service lines.51 19 

More fair and equitable recovery of costs from all customers that would result from the 20 

implementation of a fixed charge and minimum bill based on a minimum service requirement 21 

becomes increasingly critical as California strives to reach a Zero-Net Energy (“ZNE”) future, 22 

                                                 
47 Id. at 217. 
48 Id. at 225. 
49 Id.  at 222. 
50 Id. at 225. 
51 D.17-09-035 at 21.  
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where all customers have net zero volumetric consumption.  SDG&E’s current all-energy tiered 1 

rate structure provides a perverse price signal that encourages customers to bypass the artificially 2 

inflated tiered energy rates that recover more than the costs of energy through the adoption DER  3 

(more specifically, rooftop solar under net energy metering [“NEM”]).  Under SDG&E’s current 4 

rate design, the standard rate structure differs according to customer class.  The current 5 

residential all-volumetric rate structure creates a distorted price signal that leads to customer 6 

bypass and higher rates for all customer classes, not just residential customers.  Because of this 7 

rate structure, a residential NEM customer bypasses and shifts costs that are over three times 8 

greater than that of a business NEM customer.  SDG&E’s NEM cost shift as of June 2015 was 9 

approximately $139 million annually.  This has more than doubled in just over two years, 10 

increasing 124% to $294 million, with 93% of the increase from residential.52  SDG&E’s 11 

proposed higher minimum bill will ensure that all customers pay a minimum level of the cost of 12 

service required to provide them with service, and reduce the effects of this significant NEM cost 13 

shift.  This will also support California’s move toward a ZNE future. 14 

3. Composite Tier Methodology 15 

The implementation of a fixed charge for residential customers is an important rate 16 

design tool that can help reduce artificially-inflated volumetric rates.  Applying the composite 17 

tier methodology would result in the fixed charge offsetting costs only recovered in the Tier 1 18 

rates.  D.15-07-001 determined that the IOUs must utilize the composite tier methodology 19 

(including the fixed charge amount as part of the Tier 1 rate for purposes of calculating the tier 20 

differential) when proposing a fixed charge in order to establish an appropriate gradual 21 

differential between rates for the respective blocks of usage.53  Under this methodology, all 22 

                                                 
52 As of November 30, 2017. 
53 D.15-07-001 Conclusion of Law (“COL”) 11. 
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revenues collected from the fixed charge must be used to reduce Tier 1 rates.  As a result of this 1 

requirement, the introduction of a fixed charge will provide no real relief for upper tier rates. 2 

Using any fixed charge revenues to reduce only the Tier 1 volumetric rate would result in an 3 

increase of the effective differentials between the Tier 1 and Tier 2 volumetric rates.  The 4 

Commission adopted the composite tier methodology due to concerns that “if the utilities are not 5 

required to use the composite tier differential, the rates will essentially be flat, with no 6 

differential between the tiers”.54  Without the composite tier methodology, the effective tier 7 

differentials would still comply with each IOUs’ glidepath, and be no less than a 25% 8 

differential.   Under the composite tier methodology, the introduction of a fixed charge would 9 

result in an increase in the differential – this would be a nonsensical result after years of 10 

reducing tier differentials.    11 

  12 

                                                 
54 D.15-07-001 at 97. 
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Table 3: Comparison of Fixed Charge Proposals With and Without Composite Tier 1 
Methodology 2 

 3 

In addition, while SDG&E is proposing a fixed charge in its 3-Period Default TOU rate, 4 

SDG&E proposes an exclusion to the fixed charge for its 2-Period Opt-Out TOU rate, thereby 5 

providing customers with a TOU option without a fixed charge, targeted at low usage customers 6 

that may be adversely impacted by a fixed charge.55  Therefore, SDG&E asks that the 7 

Commission reconsider this methodology and allow the fixed charge to add relief to all energy 8 

rates including upper tier rates.    9 

                                                 
55 D.15-07-001, at COL 11, requires that at least one opt-in TOU rate should include the default TOU 
attributes of 1) a baseline credit, 2) no super user electric surcharge, and a minimum bill rather than a 
fixed monthly charge. 

No Composite Tier Composite Tier
Monthly Service Fee Monthly Service Fee

$10.00 $10.00
Minimum Bill Minimum Bill

$1.225/day $1.225/day
Summer Energy Rates 

(cents/kWh)
Summer Energy Rates 

(cents/kWh)
On-Peak:  44.9 On-Peak:  42.5
Off-Peak:  18.7 Off-Peak:  16.3

Super Off-Peak:  12.6 Super Off-Peak:  10.2

Tier 2 Adjustment: 18.3 Tier 2 Adjustment: 25.1
Winter Energy Rates 

(cents/kWh)
Winter Energy Rates 

(cents/kWh)
On-Peak:  21.2 On-Peak:  19.6
Off-Peak:  20.3 Off-Peak:  18.6

Super Off-Peak:  19.2 Super Off-Peak:  17.6

Tier 2 Adjustment: 15.2 Tier 2 Adjustment: 21.3
Effective Tier 2/Tier 1 

Differential
Effective Tier 2/Tier 1 

Differential
1.75 2.15

3-Period Default TOU
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4. Summary of the Bill Impacts of SDG&E’s 2020 Fixed Charge 1 
Proposals 2 

A summary of the bill impacts to Non-CARE and CARE customers of SDG&E’s Fixed 3 

Charge proposals: (1) fixed charge at legislative minimum, (2) increased minimum bill, and (3) 4 

reconsideration of composite tier, are presented in Charts 5 and 6.  More detailed information 5 

regarding the customer bill impacts from SDG&E’s 2020 Fixed Charge proposal is presented in 6 

the Direct Testimony of Jeffrey Shaughnessy. As a result of SDG&E’s proposed fixed charge, 7 

43% of Non-CARE customers would experience a bill decrease while 57% would experience a 8 

bill increase, and 32% of CARE/FERA customers would experience a bill decrease while 68% 9 

would experience a bill increase.   10 

For Non-CARE customers, presented in Chart 5 below:  11 

 9% of Non-CARE customers would experience a change in monthly bill (increase 12 
or decrease) of less than $1 13 

 47% of customers would experience a change in monthly bill (increase or 14 
decrease) of less than $5 15 

 70% of customers would experience a change in monthly bill (increase or 16 
decrease) of less than $10  17 
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Chart 5: Summary of Non-CARE Bill Impacts from 2020 Fixed Charge 1 
Proposals56,57 2 

   3 

For CARE/FERA customers, presented in Chart 6 below:  4 

 22% of CARE customers would experience a change in monthly bill (whether it 5 
be an increase or a decrease) of less $1 6 

 88% of CARE customers would experience a change in monthly bill (whether it 7 
be an increase or a decrease) of less $5 8 

 97% of CARE customers would experience a change in monthly bill (whether it 9 
be an increase or a decrease) of less $10 10 

  11 

                                                 
56 SDG&E’s 2020 Fixed Charge proposals include: (1) introduction of residential fixed charge at the 
legislative minimum, (2) increased minimum bill to recover minimum threshold of cost of service, and (3) 
reconsideration of composite tier methodology. 
57 Bill impacts assume no change to historic customer usage from October 2016 – September 2017 and 
only include customers with 12-months of data on the standard residential rate.  Medical Baseline and 
Direct Access customers have been excluded for these analyses.   
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Chart 6: Summary of CARE Bill Impacts from 2020 Fixed Charge Proposals58,59 1 

 2 

In addition, Charts 7 and 8 provide the impacts of SDG&E’s fixed charge proposal to illustrative 3 

customer examples with different levels of usage.  The following considers four Non-CARE and 4 

four CARE customers with differing levels of usage in Table 4 below. 5 

Table 4: Illustrative Customer Examples – 2020 Fixed Charge Proposals 6 

Customer 
Average 
Monthly 

Usage (kWh) 

Average  
On-Peak 
Usage % 

Customer 
Average 
Monthly 

Usage (kWh) 

Average  
On-Peak 
Usage % 

Non-CARE:     CARE:     
   Customer 1 351 24%    Customer 5 321 34%
   Customer 2 531 28%    Customer 6 544 24%
   Customer 3 742 36%    Customer 7 746 29%
   Customer 4 1,454 27%    Customer 8 1,664 31%

 7 

                                                 
58 SDG&E’s 2020 Fixed Charge proposals include: (1) introduction of residential fixed charge at 
legislative minimum, (2) increased minimum bill to recover minimum threshold of cost of service, and (3) 
reconsideration of composite tier methodology. 
59 Bill impacts assume no change to historic customer usage from October 2016 – September 2017 and 
only include customers with 12-months of data on the standard residential rate.  Medical Baseline and 
Direct Access customers have been excluded for these analyses.   
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Customers 2-4 and 6-8 (with usage of approximately 500-1500 kWh per month) benefit under 1 

SDG&E’s fixed charge proposals.  Customers 1 and 5 (with usage of approximately 300 kWh 2 

per month) would see a bill impact increase of less than 2%.  In addition, for customers that 3 

would be negatively impacted by the introduction of the residential fixed charge, SDG&E’s 4 

simpler 2-Period TOU Opt-Out rate without a fixed charge would be available.60 5 

Chart 7: Impact of SDG&E’s 2020 Fixed Charge Proposal on Non-CARE 6 
Illustrative Customer Examples  7 

 8 

  9 

                                                 
60 D.15-07-001 at 176-177. 
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Chart 8: Impact of SDG&E’s 2020 Fixed Charge Proposals on CARE Illustrative 1 
Customer Examples 2 

 3 

As displayed in Charts 9 and 10, the impacts of a fixed charge with a composite tier would differ 4 

from SDG&E’s proposal without the composite tier methodology.  Customers 3-4 and 6-8 would 5 

see bill increases in the composite tier scenario, while only Customers 1, 2, and 5 (low usage) 6 

would see bill decreases.   7 
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Chart 9: Impact of Composite Tier Methodology to Non-CARE Illustrative 1 
Customer Examples 2 

 3 

  4 
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Chart 10: Impact of Composite Tier Methodology to CARE Illustrative Customer 1 
Examples 2 

 3 

5. Higher Fixed Charge Option 4 

Currently, SDG&E has approval through D.17-08-030  to implement an un-tiered TOU 5 

option for residential customers with electric vehicles with a $16 fixed charge.61  To ensure that 6 

this rate option will provide customers with a meaningful option in the context of the changes 7 

being proposed in this RDW Application, SDG&E proposes the following modifications to this 8 

option: (1) open the availability to all residential customers, and (2) increase the fixed charge for 9 

this option to recover the average residential costs that are unrelated to energy usage.  A fixed 10 

charge of $67.30 per month will result in an average compensating decrease in energy rates of 15 11 

cents/kWh.  The development of the fixed charge value is discussed in the Direct Testimony of 12 

Jeffrey Shaughnessy.   13 

                                                 
61 D.17-08-030 at 34. 
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While this option may not be the right option for all of SDG&E’s residential customers, it 1 

is an important option for residential customers that may still be challenged with high volumetric 2 

rates after Mass TOU Default, while ensuring that these customers pay for the infrastructure 3 

needed to deliver safe and reliable energy service. 4 

A summary of the bill impacts to Non-CARE customers of SDG&E’s Higher Fixed 5 

Charge proposal, assuming all customers were to elect this option, is presented in Chart 11 with 6 

more detailed information presented in the Direct Testimony of Jeffrey Shaughnessy.  As 7 

displayed in Chart 11, 35% of Non-CARE customers would experience a bill decrease while 8 

65% would experience a bill increase.   9 

  10 
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Chart 11: Summary Of Non-Care Bill Impacts: 1 

SDG&E’s Proposed Higher Fixed Charge Option62 2 

    3 

In addition, Charts 12 and 13 provide illustrative Non-CARE and CARE customer examples, if 4 

they were to elect service on SDG&E’s proposed higher fixed charge option.  Both Non-CARE 5 

and CARE customers have the potential to benefit from this rate option.  Customers 2-4 and 6-8 6 

(with usage approximately 500-1500 kWh per month) benefit under SDG&E’s fixed charge 7 

proposals.  Customers 1 and 5 (with usage approximately 300 kWh per month) would be 8 

negatively impacted and as such should not elect this option.  9 

                                                 
62 Bill impacts assume no change to historic customer usage from October 2016 – September 2017 and 
only include customers with 12-months of data on the standard residential rate.  Medical Baseline and 
Direct Access customers have been excluded for these analyses.   
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Chart 12: Impact On Non-Care Illustrative Customer Examples: 1 

SDG&E’s Proposed Higher Fixed Charge Option 2 

 3 
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Chart 13: Impact On Care Illustrative Customer: 1 

SDG&E’s Proposed Higher Fixed Charge Option 2 

 3 

C. CARE Restructuring 4 

The Commission’s January 23, 3017 Ruling confirmed the scope and laid out a 5 

procedural schedule for the CARE Restructuring track of Phase 3 of R.12-06-013.63  This 6 

schedule was superseded by a June 23, 2017 Email Ruling Modifying Procedural Schedule for 7 

CARE Restructuring Track (“June 23, 2017 Ruling”).  On August 1, 2017, the Energy Division 8 

distributed CARE Datasets compiled by the IOUs, based on data requirements identified by 9 

parties within the CARE Working Group (“WG”).  Parties utilized these datasets to identify 10 

possible issues with the current CARE program and discount, and possible solutions to those 11 

                                                 
63 January 23, 2017 Assigned Commissioner and Administrative Law Judge’s Ruling Amending Scoping 
Memorandum and Ruling at 14. 
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perceived issues.  The CARE WG met on October 5, 2017 and established the need for updated 1 

datasets.  The current procedural schedule requires that a Consensus Recommendation be filed 2 

by January 31, 2018 as a supplement to the IOUs’ 2018 RDW filings.  On November 21, 2017, 3 

the IOUs received direction from the Energy Division asking the IOUs to file a motion on behalf 4 

of the CARE WG, requesting a suspension in the CARE Restructuring schedule.64  The IOUs 5 

plan to file this motion prior to the end of 2017.  6 

D.15-07-001 adopted SDG&E’s proposal to move its CARE discount out of volumetric 7 

rates and into a line-item discount, with the exception of the exemption from the DWR-BC, CSI 8 

and CARE Discount charges.65  In addition, beginning on January 1, 2017, CARE customers are 9 

also exempt from paying VGI program costs.66  In approving this approach, D.15-07-001 noted 10 

that parties are encouraged to “consider this approach for the other utilities in Phase 2 or in 11 

future proceedings.”67  SDG&E reiterates its belief that a line-item discount is the best approach 12 

for the CARE discount, as it is simple for SDG&E to explain, easy for customers to understand, 13 

and an equitable method for providing a discount to all of SDG&E’s CARE-enrolled customers.  14 

As such, SDG&E supports the Commission’s prior recommendation that this discount structure 15 

be considered for implementation by PG&E and SCE.  16 

Currently, the CARE average effective discount is 38% (to decrease 1% each year until 17 

35% legislative compliance is reached).  For bundled CARE customers, the CARE average 18 

effective discount includes: (1) the 50% discount on the minimum bill, (2) exemptions from the 19 

CSI, VGI, DWR-BC, and CARE surcharges, and (3) a line-item bill discount.  In addition to 20 

these benefits, current Direct Access(“DA”)/Community Choice Aggregation (“CCA”) CARE 21 

                                                 
64 Email direction from the Energy Division, received November 21, 2017. 
65 D.15-07-001 at 237. 
66 D.16-01-045, COL 38. 
67 Id. 
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customers receive an exemption from the Power Charge Indifference Adjustment (“PCIA”), 1 

which results in DA/CCA CARE customers receiving a larger discount than bundled CARE 2 

customers.  This issue is being addressed as part of Track 1 of PCIA reform (R.17-06-026).68   3 

V. CONCLUSION  4 

SDG&E respectfully asks the Commission to approve the following proposals:   5 

 Residential Mass TOU Default rate and a menu of options to provide choices that 6 
will allow customers to have better control of their electric bills, including a 7 
simpler opt-out TOU rate, to be effective January 1, 2019;  8 

 Implementation of a residential fixed charge to provide customers with some 9 
relief from artificially high tiered rates and greater control over their bills. A 10 
higher minimum bill to better provide rates that are fair and equitable and ensure 11 
that all customers pay a reasonable share of the cost of the utility infrastructure 12 
needed to serve all customers. These proposals should be effective January 1, 13 
2020; and 14 

 SDG&E’s proposed Mass TOU Default migration plan. 15 

This concludes my testimony.  16 

                                                 
68 Per September 25, 2017 Scoping Memo and Ruling of Assigned Commissioner at 3, Track 1 of R.17-
06-026 addresses PCIA Exemptions for CARE and Medical Baseline. 
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VI. STATEMENT OF QUALIFICATIONS 1 

My name is Cynthia Fang and my business address is 8330 Century Park Court, San 2 

Diego, California 92123.  I am the Manager of Customer Pricing at SDG&E.  My primary 3 

responsibilities include the development of cost-of-service studies, determination of revenue 4 

allocation and electric rate design methods, analysis of ratemaking theories, preparation of 5 

various regulatory filings, and overseeing the electric load analysis, electric demand forecasting 6 

and electric rate strategy for SDG&E.  I began work at SDG&E in May 2006 as a Regulatory 7 

Economic Advisor and have held positions of increasing responsibility in the Electric Rate 8 

Design group.  Prior to joining SDG&E, I was employed by the Minnesota Department of 9 

Commerce, Energy Division, as a Public Utilities Rates Analyst from 2003 through May 2006.   10 

In 1993, I graduated from the University of California at Berkeley with a Bachelor of 11 

Science in Political Economics of Natural Resources.  I also attended the University of 12 

Minnesota where I completed all coursework required for a Ph.D. in Applied Economics.  13 

I have previously submitted testimony before the Commission and the FERC regarding 14 

SDG&E’s electric rate design and other regulatory proceedings.  In addition, I have previously 15 

submitted testimony and testified before the Minnesota Public Utilities Commission on 16 

numerous rate and policy issues applicable to electric and natural gas utilities. 17 
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