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CHAPTER 11
PREPARED TESTIMONY OF MICHAEL FOSTER

(Rate Design)
L PURPOSE

The purpose of my testimony is to present the illustrative 2027-2029 natural gas
transportation rates of Southern Califormia Gas Company (SoCalGas) and San Diego Gas &
Electric Company (SDG&E) (collectively, Applicants). These proposed rates reflect revisions to
present rates based on Applicants’ cost allocation proposals in this proceeding to allocate each
utility’s authorized base margin' across customer classes, as well as the demand forecast
proposals in this proceeding to determine rates. Applicants’ various cost allocation proposals,
based on updated cost studies, are descnbed by witness M. Michelle Dandnidge (Chapter 1,
Storage), Frank Seres and Marjorie Schmidt-Pines (Chapter 8, Embedded Costs) and Marjorie
Schmidt-Pines (Chapter 9, Long Bun Marginal Costs). Applicants’ demand forecast proposals
are consolidated by witness E. Martinez (Chapter 5). Finally, Applicants propose a three-year
cost allocation proceeding (CAP) cycle.

A, Overview of Rate Design

Applicants” rate design methodology starts with the proposed allocated base margm and
then incorporates the integration of the local transmission system costs for the two ufilities, ?

along with the unbundling of the Backbone Transportation Service (BTS) costs.? Additionally,

! Base margin is authorized by the California Public Utilities Commission (Commission) in the
General Rate Case (GEC) or equivalent cost of service procesdings.

! This integration reflects the splitting of total local transmission costs between the utilities by their
respective percentage share of cold-vear peak month throughput.

*  BTS costs represent the costs of SoCalGas’s and SDG&E’s backbone transmission service from the
Southern Califormia border receipt points to SoCalGas's Citygate.
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Applicants’ rate design methodology recovers in rates all relevant Commission-authonzed non-
base margin costs during the cost allocation time horizon. These non-base margin costs include,
but are not limited to, unaccounted-for gas (UAF),* company-use fuel regulatory account
balances (over-or-under collections), and any additional revenue requirements authorized by the
Commission in proceedings outside the GRC.

Cost causation principles are described in the testimony of Frank Seres and Marjonie
Schmidt-Pines (Chapter 8) as follows, “Allocating cost based on identifying which customers or
customer groups are responsible for specific utility costs. Establishing a clear, causal link
between customer usage patterns and the resulting utility expenses ensuring equitable rate-setting
practices.”

B. Non-Margin Cost Allocation and Rate Design Proposals

Except as noted below, the methods employed to develop and allocate non-margin costs
are consistent with those adopted in the 2024 Cost Allocation Proceeding (CAP) decision, (D)
24-07-009. This testimony incorporates the following rate design and non-margin cost allocation
proposals in this proceeding:

(1) Retain SoCalGas’s current $3 per month residential non-CARE fixed
customer charge in 2027, and then phase-in increases in customer charge (and
commensurate decreases in volumetric rates) from $5 to $12 in 2028, and

from $12 to $20 in 2029 (the comresponding proposed effective residential

4 As described by witness Eduardo Martinez (Chapter 5), UAF gas is the difference between total
receipts into SoCalzas’s and SDNGEE s respective service temitonies and fotal delrrenies within
So0CalGas’s and SDMG&E s respective service territories over a specified period.
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CARE fixed customer charges are consideration of the CARE discount are $4,
$6 and $10in 2027, 2028, and 2029 respectively);*

(2) Retain SDG&E’s current residential non-CARE minimum bill of $4 per
customer per month in 2027 through 2029 (the comesponding residential
CARE minimum bill would be $3 20 per month);

(3) Update SoCalGas’s and SDG&E’s respective residential submeter credits;

(4) Update SoCalGas’s and SDG&E’s Natural Gas Vehicle (NGV) station
compression costs;

(5) Eliminate the Gas Air Conditioning tanff and rate; and

{6) Propose a three-year CAP cycle.

C. Mustrative 2027-2029 Rates

The allocated non-margin costs are added to the allocated base margin costs to denive the
allocated transportation revenue requirement by customer class. The allocated transportation
revenue requirements by customer class become the starting point for the development of rates
for each customer class.

Applicants propose a three-year CAP cycle. As such, Applicants have used three-year
average gas demand forecasts (2027 through 2029) for allocating costs across customer classes,
as described in the testimony of Marjorie Schmidt-Pines and Frank Seres (Chapter 8). Likewise,
for calculating rates proposed in this CAP, Applicants have used three-year average gas demand

forecasts.

¥ Fixed customer charges are often discussed in this testimony as a monthly charge for comvenience; in
practice, fixed customer charges are billed as a per-meter per-day charge, which is denved from the
monthly proxy. For example, a 35 per month fixed customer charge is billed as 50.16438 par-meter
per-day (335 per month * 12 months / 365 days).
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Table MF-1 and Table MF-2 below show, respectively, SoCalGas’s and SDG&E’s
normalized class average transportation rates as of September 1, 20255 and illustrative 2027,
2028 and 2029 class average rates proposed in this proceeding *

Present and normalized September 2025 rates reflect the cost allocation results and gas
demand forecasts adopted in Applicants’ 2024 CAP decision. Applicants will implement the
resulting updated rates on January 1, 2027. Proposed 2027 rates reflect a new set of updated cost
studies and gas demand forecasts proposed in this CAP. Except for the updated cost studies, the
2027-2029 rates are based on the base margins and regulatory account balances as in present
rates. As discussed by winesses Eduarde Martinez (Chapter 3), Robert Fiola (Chapter 4) and
Eduardo Martinez (Chapter 3), the Applicants’ gas demand forecast 1s generally declining for
customer classes relative to the forecasts adopted in the 2024 CAP. Applicants’ 2027-2029

proposed rates are derived using the present base marging and present regulatory account

£ For pwposes of isolating rate and bill impacts presented in this chapter to the impacts generated
directly by the CAP proposals, present September 1, 2025 tanffed rates have been normahzed by
making the following 5 adjustments: 1) the border cost of gas 1s updated and consistent across all
scenanos presented, 2) the Backbone Transportafion Balancing Account (BTBA) balance has been set
to zero, and is consistent across all scenaros presented, 3) residential submeter credits are
recalculated based on mputs as of September 1, 2025 as opposed to the actual seftled September 1,
2025 value, and will be updated in each scenanio presented based on proposals, the 4) CARE discount
15 recalculated using September 1, 2025 class average rates, and will be updated in each scenano
presented based on proposals, and 5) SoCalGas Exchange Revenues & Inferuthty Transachions
reverme updated to authorized 2025 amount. See Appendix A for the impacts of this normahzation

process.

T 2027, 2028 and 2029 rates are illustrative because, as of now, Applicants do not know their respective
approved revemue requirements to be recovered in rates for these vears. Whale Apphicants know the
2027 base margins to be recovered in rates, they do not know the regulatory account balances at the
end of 2026 to be amortized m 2027 rates. For 2028, Applicants do not know either the base margins
or the regulatory account balances at the end of 2027 fo be amortized mm 2028 rates. Consistent with
past practices, to 1solate the impacts of demand forecast and cost allocation proposals, Applicants
have beld the respective base margins and regulatory account balances at the present 2025 levels. In
this testimony, references to 2027, 2028 and 2029 rates, refer to llustrative rates.
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balances. Witness Payal Gadami (Chapter 6) and witness Jon Bautista (Chapter 7) discuss,
respectively, the current regulatory account balances in their testimony.
Table MF-1 below shows SoCalGas’s normalized September 1, 2023 class-average

transportation rates, and the 2027-2029 illustrative class average rates proposed in this CAP.
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Table MF-1: SoCalGas Mlustrative Natural Gas Transportation REates
(2025 vs 2027-2029)*
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Transportation rates are for Natural Gas Transportation Service from the Citygate to customer meters.
All rates include Franchise Fees & Uncollectible charges. The average Transmission Level Service
(TL5) rate 15 shown here. The unbundled Backbone Transportation Service (BTS) rate 1s for service

from California border receipt points to Citygate.
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Table MF-1 also shows that, relative to 2025 rates, the proposed 2027-2029 rates are higher+ —I Formatted: Chart Title, Indent: First line: 07, Line
for Residential, Core C&I, and Wholesale and lower for NGV, Noncore C&L EG and the | spacing: single

BTS tariff. These rate changes are primarily due to the gas demand forecasts and
embedded cost study allocations for customer classes in this CAP relative to the last CAP.

Table MF-2 below shows SDG&E’s normalized September 1, 2025 class-average

transportation rates, and the 2027-2029 illustrative class average rates proposed in this CAP.
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Table MF-2 also shows that, relative to 2023 rates, SDG&E’s proposed 2027-2029 rates
are higher for all customer classes, except for the NGV and EG classes. These rate changes are
primanly due the gas demand forecasts and embedded cost studies allocations for customer
classes in this CAP relative to the last CAP.

Per D.24-07-009, applicants shall present “a benchmark cost allocation utilizing Long
Fange Marginal Cost (LEMC) studies for the customer-related and distnbution functions. The
benchmark cost allocation may leverage underlying LEMC data presented in this [2024] cost
allocation proceeding, updated to account for changes in line extension allowance policy,
loaders, and demand projections, and scaled to representative dollars in the cormmresponding test
year.” The class average transportation rate impacts of this LEMC study are presented in
Appendix B. The detailed study 1s available upon request, as part of the workpapers of Marjonie
Schmidt Pines.

IL CORE EATE DESIGN

In this section, Applicants describe core rate updates based on the respective CAP
proposals. For residential customers, the rate updates mclude So0CalGas’s and SDG&E’s
proposed phase-in customer charge increases and the comesponding compensating decrease in
volumetric rates.

A. Residential Rates

Residential rates apply to three categories of residential customers: single-family, multi-
family, and small master-metered dwellings. SoCalGas’s current residential transportation rate

structure consists of a fixed customer charge of about $3 per customer per month for customers

#  Transportation rates are for Matural Gas Transportation Service from the Citygate to customer meters.
All rates include Franchise Fees & Uncollectible charges. The average Transmission Level Service
(TL5) rate 15 shown here.
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who are not in the Califormia Altemative Rates for Energy (CARE) program;'” and a two-tiered
volumetric rate, baseline and non-baseline, with the baseline rate lower than the non-baseline
rate. The baseline rate and the non-baseline rates are related to each other through the concept of
the Composite rate, where a Composite rate is defined by adding the gas price and the customer
charge revenues per umit of baseline volume to the baseline rate. The non-baseline rate is
derived as 115% of the Composite rate less the gas price.

B. SoCalGas’s Residential Fixed Charge

1. Deficiency in Residential Fized Customer Charge

SoCalGas’s fixed customer charge was last updated in 1994 (D 94-12-052) and has not
been modified since. D.94-12-052 noted that the fixed customer charge was intended to pay for
the fixed cost of serving a residential customer, and the Commission approved an increase in that
decision so that SoCalGas’s residential customer charge would better reflect the fixed costs of
serving a customer. At the time, the existing charge of $4.03 per month recovered less than 25%
of the cost to serve a residential customer. Even with the proposed increase to $3.00 per month,
the charge would still recover less than 40% of the fixed cost. The Commission recognized that
the customer charge was significantly below actual customer-related costs, resulting in a rate
structure where low-usage customers were subsidized by higher-usage customers. In the
decision, the Commission reaffirmed concems first raised in 1986 (D.86-12-009), noting that the
existing customer charges appeared low relative to actoal costs. The 1994 decision cited the

earlier finding that “(t)he customer charge now in place appear to be low in comparison to

1*  The Commission adopted the current $35 per month fixed customer charge for non-CARE customers
in the 1993 BCAP (see D 94-12-052). In SoCalGas’s tariff, the fixed customer charge is implemented
as per-meter per-day charge (cwrrently at $0.16438). Hence, the monthly fixed customer charge vares
slightly around $5 from month to month depending on the oumber of days in a month. The current
effective fixed customer charge for CARE customers is around $4 per month, after reflecting a 20%
discount.
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costs... An imposition or raising of customer charges might be appropriate in the near firture. ™"
The Commission did not oppose SoCalGas’s proposal to increase the monthly residential
customer charge to $3.00, stating “[the Division of Ratepayer Advocates] recognizes that
recovering through the customer charge at least a portion of the fixed costs incurred by each
residential customer is economically efficient and equitable. ™

In this regard, it is important to recognize that fixed costs are incurred in serving
residential customers even when they consume no gas. Among other things, each customer must
have a meter mstalled and maintained, and the utility must operate a customer contact center to
provide support even if no gas 1s consumed.

When the fixed customer charge is deficient and does not completely cover the fixed
costs associated with servicing that customer, a subsidy is created where the customers with the
highest and least affordable bills are subsidizing the fixed costs for the customers with the lowest
and most affordable bills. All residential customers whose total bills are under the fixed cost of
service are receiving an intraclass subsidy for their fixed cost of service.

The California Public Utilities Commission (CPUC) recently approved a billing structure
that introduces a flat rate to recover infrastmucture costs while redocing electricity prices.
According to the Energy Division Fact Sheet (May 9, 2024), “The CPUC’s decision moves these
existing fixed costs into a “flat rate” line item on bills. This change shrimks the price for a unit of
electricity for all customers, making it more affordable to electrify homes and vehicles,
regardless of income or where someone lives.™ Though the focus was on electric utilities, the

principles apply directly to SoCalGas—especially as gas infrastmicture costs are largely fixed.

" D.86-12-009 at 54.
2 D.94-12-052 at 37.
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Electrification policies may reduce some gas usage, but infrastructure costs remain, and fixed

charges ensure cost recovery and rate stability for gas customers.

2. Fixed Cost of Residential Service

Per the embedded cost allocation study results presented by witnesses Frank Seres and
Marjonie Schmidt-Pines (Chapter 8), embedded customer related costs for SoCalGas were
$1.725.1 million in 2023, and of that, $1.486.5 million, or about 86.2%, iz allocated to the
residential class. Customer Related embedded costs mclude distnbution operations and
maintenance (O&M) expenses -— such as meters, service lines and regulators—— as well as
customer account expenses like billing and meter reading. It also includes customer service
(O&M) expenses, administrative and general (A&G) costs mchuding payrell taxes and pensions
& benefits, along with taxes and depreciation. For the purposes of cost allocation, the
Commission has long recognized that Customer Belated costs vary by meter count and not by
therms. In the 1984 LEMC decision, the Commission identified the number of meters as the
appropriate marginal demand measure for customer related costs, a precedent that has remained
in place ever since.

Other costs could have reasonably been considered for recovery through a fixed customer
charge such as costs related to energy efficiency and low-income assistance programs, thus, the
resulting fixed cost per meter per month shown below should be considered a minimum monthly
fixed cost of service. Considening the residential active meter forecast provided in the testimony
of Eduardo Martinez (Chapter 3), SoCalGas’s minimum fixed residential cost is $21.19 per

meter per month. See Table ME-3 below for details.

3 D.84-06-032.
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Table MF-3: SoCalGas Residential Customer Related Costs per Meter -

Minimum Fixed Costs
2024 Residential Embedded Customer Costs $ 1486457 344
2027-2029 Forecast Active Meters 5 844 466
Customer Costs / Meter / Year $254.34
Customer Costs / Meter / Month $21.19

In 1994, the Commission confirmed that the $35 fixed charge only covered about 40% of
the marginal customer costs, and reiterated the 1986 decision that stated “The customer charges
now in place appear to be low in comparison to costs... An imposition or raising of customer
charges might be appropriate in the near future " In 1994 the Commission adopted a fixed cost
of service in 1994 was approximately $12 23 per meter per month for SoCalGas."* Applying a
blended escalation index using various customer related capital and O&M indexes provided by
S&P Global that are appropriate for Customer related costs, the $12 .23 monthly meter cost
recognized in 1994 grows to $43-1741 69 in 2029 (see Appendix C).

In 2015 the American Gas Association’s (AGA) published a study (See Appendix D)
which compiled monthly customer charges and fixed costs across 197 rate junsdichions
nationwide. In 2023, AGA updated this study to reflect current costs and trends. Using data
from both studies and applying the blended escalation index described above (based on
customer-related capital and O&M indices from S&P Global) we estimate the implied level of
fixed customer costs across regions in 2028 and 2029 by escalating the 2024 implied fixed cost

of service.

4 1)86-12-009 at 54.
15 D) 94.12-052 (5154 per year).
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Table MF4: Residential Fixed Costs per Meter as reported by AGA

East East West West Mational
Census Middie Hew South
; Pacfic | Morth South Mountal North South | Exciud
Region comil Cony  Atiantc " Engand  Afamic  gemre Cemira p—
Implied 2024
Fixed Cost of | 47.06 3675 5.4 57.03 2B.57 4535 30.60 41.73 2720 4022
Semnice'®
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Escalated to | 5145 | 40,18 20.95 ipi ] 2124 4059 32348 4582 20,74

| Formatted: Font (Defauly) Arial, 8 pt

The 1994 Commission decision recognized that the fixed customer charge should be
mncreased “in the near future™ to better align actual fixed cost to serve residential customers with
the fixed charge collected from customers. The same logic should hold true today as 1t has been
over 30 years since the last time the Commission increased the fixed customer charge, and the
Commission has not yet approved any ncreases to the residential fixed customer charge despite
the fixed cost of service increasing markedly since 1994, Indeed, the current fixed charge still
does not even cover 1994 level fixed cost of service recognized by that Commission.

A Residential Subsidies for the Most Affordable Bills

Based on the SoCalGas CAP 2027 CAP rates shown above mn Table MF-1, residential
non-CARE customers who have an annual average monthly consumption of about 7.9 therms per
month or less receive fixed cost subsidies when the fixed customer charge is $3 per meter per
month. Residential CARE customers who have an anmual average monthly consumption of
about 10.7 therms per month or less received fixed cost subsidies when the effective fixed

customer charge is $4. In both cases, customers with the highest and least affordable gas bills

¥ The mplied 2024 Fixed Cost of Service is calculated based on the Customer Fixed Charge for 2024
and the porfion of monthly fixed costs recovered through the customer charge, as reported in AGA's
2025 and 2015 studies See (Appendrc I).
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are subsidizing the fixed cost of service for those customers with the lowest and most affordable
bills.

The Commission recognized this subsidy in D.94-12-052, stating “Furthermore, at the
current customer charge, which is far below actual customer-related costs, low volume users are
subsidized by high volume unsers.”

In denying SoCalGas’s 2024 fixed customer charge proposal, the Commission stated,
“we find that the Fixed Charge Settlement is not consistent with Public Utilities Code Section
451, which requires the Commission to ensure that all charges demanded or received by any
public utility are just and reasonable.”™ Applicants believe it is neither justified nor reasonable to
contimue to require those residential customers with the highest and least affordable bills to
subsidize the fixed cost of service for those customers with the lowest and most affordable balls.
Father, PUC section 451 requires the adoption of a fixed customer charge that most closely
aligns with the fixed cost of service to ensure just and reasonable charges to all residential
customers.

An approximation of this existing fixed cost of service subsidy'” is illustrated in Chart

MF-1 below for non-CAFRE customers, and Chart MF-2 for CARE customers.

17 The graphics shown in Charts MF-1 and MF-2 underrepresent the value of the fixed cost subsidy but
serves as a good approxmmation. These graphs show the total bill as a companson of the minimum
fixed cost of service, and the subsidy 15 approximated to the be the difference of the two. Actual
subsidy is larger as these total bills include the vanable portion associated with their therm usage.
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Various Monthly Therm Levels
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Chart MF-2: Residential CARE Customers Fized Charge Subsidy at
Various Monthly Therm Levels
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Cost causation principles discussed above in section LA and in the testimony of Marjonie
Schmidt-Pines (Chapter 8) dictate that mitigating this subsidy is just and reasonable. Setting the
monthly residential fixed customer closer to the actual fixed cost of service is the most
immediate and equitable way to mitigate the intraclass fixed cost subsidies.

4. Fized Customer Charge Proposal

SoCalGas proposes to increase their residential fixed customer charge beginning in 2028,

While the benefits of an increased fixed customer charge could be realized sooner if

implemented in 2027, planned billing systems upgrades make a 2027 mplementation infeasible.
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SoCalGas proposes to implement residential non-CARE fixed customer charge increases in a
phased-in approach over the CAP horizon: retain the current $3 customer charge in 2027;
increase it from $5 to $12 i 2028; and from $12 to §20 in 2029.

For residential CARE customers SoCalGas proposes a separate, lower CARE fixed
customer charge, which, when considering the 20% CARE discount, will be effectively 50%

below the non-CARE fixed customer charge in 2028 and 2029, This proposal is summarized in

Table MF-5.
Table MF-5: Summary of Fized Customer Charge Proposal
SCG Current 2027 2018 2029
Non-CARE £5.00 £5.00 $12.00 $20.00
C I £4.00 £4.00 $6.00 $10.00

By proposing a separate lower CARE fixed customer fixed charge, SoCalGas will
maintain the currently effective 20% CARE discount on volumetric transportation charges and
gas costs. While the 20% discount afforded to CARE customers will continue to be collected
through Public Purpose Program Surcharge (PPPS) rates pursuant to other Commission
decisions, the lower CARE fixed customer charge will be recovered through residential
transportation rate design. That is to say, the baseline and non-baseline transportation rates will
be set to fully recover SoCalGas’s authorized revenue requirement allocated to the residential

class based on the two-tier fixed customer charge stucture.

An merease n the fixed customer charge for SoCalGas is neither a structural change to
SoCalGas’s residential rate design, nor an increase to residential class average rate. SoCalGas
currently has a fixed customer charge for recovery of fixed cost of service and increasing it to

appropriately reflect actual fixed cost of service does not constitute a structural change to the

#  The enhanced CARE Fixed Charge before 20% discount would $7.50 i 2028 and $12.50 m 2029.
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residential rate. Further, any revenue requirement that is allocated for recovery in the fixed

charge, is then removed from recovery in the volumetric rates. Therefore, the residential class

average rate remains constant regardless of the size of the residential fixed charge. Accordingly,

it is not appropriate to classify this proposal as a rate increase without also classifying it as a rate

decrease to residential volumetnic rates as well. This is illustrated in tables MF-6 and MF-7

below. Year 2027 represents the cument fixed customer charge as SoCalGas does not propose to

change the residential fixed customer charge until 2028.

Table MF-6: SoCalGas non-CARE Residential Rate Impacts of Fized Charge Proposal

2027 2028 2029 Formatted Table
non-CARE 25 flxed Charge $12 fived Charge 520 fixed Charge | pormosed Font [Default) Aptos Marrow, 11 pt, Font
Rate Rate Change vs 2027 Rate Ch color: Black
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Table MF-7: SoCalGas CARE Residential Rate Impacts of Fized Charge Proposal

| Formatted: Font (Default) Aptos Narrow, 11 pt, Font
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50% in conjunction with SoCalGas’s fixed customer charge proposal. SoCalGas’s baselme and ||}
non-baseline rates are calculated using the composite tier differential where the non-baselme rate |
15 set 115% of the baseline rate less the price of gas. Commission policy credits all fixed III'II
customer charge revenue to baseline rates in this equation — that is to say, as fixed customer \

charges increase, baseline rates decrease while non-baseline rates remain materially unchanged.
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Therefore, customers using more natural gas than their baseline allowances will see no change in
the marginal price of gas because of a higher fixed customer charge, maintaining the
conservation price signal

Non-CARE public purpose program surcharge (PPPS) rate will decrease approximately
3% by implementing SoCalGas’s fixed customer charge proposal. The CARE discount, which is
a revenue requirement that represents the recovery of CARE subsidies from non-CARE
customers, 1s collected in the PPPS mate and is a function of the residential class average
transportation rate. As stated above, the overall residential class average rate will remain
unchanged. However, since the enhanced CARE discount for the CARE fixed customer charge
will be collected in transportation rates, the class average residential rate realized by CARE
residential customers will be slightly lower than the overall residential class average rate.
Applying this lower CARE specific class average rate to the CARE discount will lower the
amount of revenue needed for the CARE discount and therefore reduce PPPS rates for all non-
CARE customers, including non-residential non-CARE customers who pay PPPS charges. '

Increasing SoCalGas’s fixed customer charge to $20 per month much more closely aligns
with actual minimum fixed cost of service described in section IID b above. In addition to
helping mitigate intraclass subsidies as descnbed in section ILD.c above, aligning the monthly
residential fixed charge more closely with actual monthly fixed cost of service, several other

ratepayer benefits are realized as identified in the section following subsections (3-8).

¥ Since CARE customers do not pay any of the CARE discount, residential CARE FPPS rates will not
be mmpact by SoCalGas’s fixed customer charge proposal.
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5. Applicants Fized Customer Charge Proposal will have an immediate
and positive impact on residential Affordability

In denying applicants Residential Fixed Customer charge proposal in the 2020 TCAP
application, the Commission stated “we find that Applicants’ request for a $10 fixed monthly
residential customer charge for SDG&E and SoCalGas customers does not meet the objectives of
affordability and hence, does not demonstrate that the rate increases are reasonable ™™ Here,
Applicants’ current fixed customer charge proposal enhances affordability across a wide
spectum of metnics.

In recent years, the Commission has heightened its focus on and sensitivity of residential
affordability. In the D_22-08-023 (Affordability Decision), the Commission ordered major
California utilities to present varous residential affordability metrics to allow the Commission to
gain a more thorough understanding of the impact of utility spending on residential bill
affordability. These metrics led to detailed analysis of affordability by Climate Zone and Public
Use Microdata Area (FUMA). Further, in the most recent SoCalGas and SDG&E General Eate
Case Decision (D.24-12-074), affordability concems took a much more prominent role in
guiding the Commission’s review of utility spending propoesals. In the most recent decision, the
Commission explicitly considered the impact of rate increases on customers and chose to
amortize imder-collected revenues over 18 months to enhance affordability ' Additionally, the
decision references a Settlement Agreement for Customer Services, which includes a

commitment by SoCalGas to conduct a research effort focused on small business customers,

¥ T 20.02-045 at 71
U J4 at 970 (Finding of Fact (FOF) 68.
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specifically addressing affordability payment options and customer savings. Further
demonstrating the Commission’s emphasis on affordability across customer classes.®

While increased scrutiny on spending is one way to consider residential affordability,
implementing SoCalGas’s fixed customer charge proposal in this application will immediately
and positively impact residential natural gas bill affordabality. This vital rate design tool can no

longer be overlooked as a key element in managing residential natural gas bill affordabality.

a. Affordability Metrics Improve with Reduced Volumetric Rates
Associated with an Increased Residential Fized Customer
Charge
Going forward and pursuant to D.22-08-023, SoCalGas is required to submit
Affordability Metrics in any initial filing in a proceeding with a revenue increase estimated to
exceed one percent of cumently authonzed revenues systemwide for a single fuel. This
requirement is not applicable to this application as the company 1s seeking no increase in
revemues. However, in Tables MF-8 and MF-9 below SoCalGas shows that all the Affordabality
Metrics required in D.22-08-023 will improve due to volumetric rate reductions associated with
increasing SoCalGas’s residential fixed customer charge from $35 per month for non-CARE
customers and $4 per month for CARE customers to $20 per month for non-CARE customers
and $10 per month for CARE customers:
a) Essential usage bills by climate zone;
b} Average usage bills by climate zone;
c) Affordability Fatio 30 (AR30) by climate zone;

d) Affordability Eatio 20 (AR20) by climate zone;

2 D.24-12-074, Appendix C at 3.
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) Hours required to work at minimum wage to pay monthly gas bill; and
f) For climate zones with Areas of Affordability Concem (AAC) as defined in the most

recent 2022 Anmual Affordability Report, AR20 by climate zones subdivided by Public
Use Microdata Area (PUMA).

This testimony also presents additional analyses of (1) including the California Alternate
Fates for Energy (CARE) discounts for low-income households; and (2) energy burden (EB) to
1solate the impact of the gas revenue requirements. SoCalGas recommended the inclusion of
these metrics in the Affordability Order Instituting Fulemaking (OIR) (F.18-07-006) and
although the Commission declined to adopt them as official affordability metrics, SoCalGas still
believes these are important supplemental metrics that complement the affordability metrics
adopted in 1.22-08-023 and provide a rounded view of potential impacts to its customers. All
CARE related and EB related affordability metrics mprove by lowenng residential volumetric
rates in coordination with increasing SoCalGas’s residential fixed customer charge from $3 per
month for non-CARE customers and $4 per month for CARE customers to $20 per month for
non-CARE customers and $10 per month for CARE customers. See Tables MF-8 and MF-9

below for a summary of affordability metnes. ™

B Ses Appendix E for a summary of the areas of affordability concern (AACs).
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Table MF-8: SoCalGas Residential Non-CARE Affordability Metrics

Exsential Tse Bill Average Tse Bill Hours (@ Min Wage
Fixed Charge 35 520 Change 35 320 Change 33 520 Change
Climate Zone-1 | §56.683 | §54.350 -32.30 $85.31% | 3B3.02% | -52.28 31814 3.8503 -0.13
3 2 578 | s3sp
Climate Zone-2 | $61.622 | §57.652 -33.97 $85.85% | 3B2.83% -2 I 464 3.2422 -0.22
& g e e
Climate Zone-3 | §85-054, | §593247 | 51182 $0B.T77% | 51113 47575 4. 108 -0.56
34 P RE: Bt
EB50 AR ARSD AACs
Fived Charge | 55 | 20 | | 55 | so0 || 55 | g0 |[CMEE| 55 | s C;:“
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A . A S T I 2.2%-
L e D
Chmate Zone2 | 1116 | 1.0B% | - T508 | 4211 | - 1222 | 144l |- HiA - No AAC
% 5.5% 8% | 9% 6.5% 1% |3% | 645%
L ) —
Climate Lone-3 1333 | L14% | - 5043 | 477 |- 137% | LEEL |- N/A-HNo AAC
2% 140%- | g% 3% 14.0% Jur 13.014,
FET T 1308 0%
Table MF-9: SoCalGas Residential CARE Affordability Metrics
Ezsential Uze Bill Average Use Bill Hours i@ Min Wage
Fixed Charge M 510 Change ko 310 Change M 510 Change
Climate Zone-1 | §44.295 | 342856 -51.T0 | BTS02 | MR -36.36 25040 24139 -0.10
- 0 3 0.87
Climate Zone-2 | §48.441 | 345431 -33.01 B63.48]1 | 54602 -§.85 27270 25554 -0.17
] 2 o 2
Climate Zone-3 | §66.834 | §57.612 -39.23 10431 | 386-115. | -515.20 37573 32321 -0.52
4 1 0.74 55
ARID ARSD AACs
Fixed Charpe | 34 s4 | s |CRmE) e | g0 | CREE] g | 5y C;:“
Climate Zone-1 5.0200 04230 | 9211E - 077 | 07474 | -3.8% 14 13 -1
% % % | 225% %
Climate Zone-2 20705 3345 | 3.3230 - 00895 | 0.0880 - N/A - No AACs
% % T 6.23% T T §.13%
Climate Zone-3 J.E280 43531 | 3700 - 1.8807 | 0030 - N/A - No AACs
% % e 1338 | % e 133%%

b.

Bill Impacts and Affordability at Varying Usage Levels

As previously stated, a change to the fixed customer charge has no impact on the

residential class average rate. Therefore, while most residential customers will realize bill

decreases by reducing the volumetric rate in association with an increased fixed customer charge,
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other residential customers will realize bill increases. Based on 5-year recorded actual gas usage
data for residential customers, SoCalGas calculated monthly bills for residential customers
across 10 gas usage scenarios, representing 10 deciles of usage beginning at 10%.*

CARE customers at all decile usage levels will realize bill decreases due to the decreased
volumetric rates related to SoCalGas fixed customer charge proposal, except for customers at the
lowest two deciles of usage. Customers at the lowest decile of usage already have very low bills
and are expected to see very modest bill increases of about $3 per month over the 2-year
implementation period from 2028 to 2029. Customers at the 2™ decile of usage will have

approximately no mmpact on their bill. See Chart MF-3 for details.

¥ For the 10th decile, SoCalGas 1s presenting at the 39" percentile instead of the 100* to eliminate
outhers that skew the results.
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Chart MF-3: S0CalGas CARE Residential Bill Impacts at
Various Percentile Levels™
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SoCalGas estimates that between 80-82%% of CARE customers would see bill decreases
from SoCalGas’s fixed customer charge proposal. The estimated 12-20% percent of CARE

customers who will realize modest bill increases currently have the most affordable natural gas

¥ Therms used in bill caleulations for each decile are based on an analysis of monthly usage data from
2020 through 2024.

¥  (Calculated based on the average usage across all months, year by year, from 2020 through 2024,



bills of all SoCalGas residential customers, and they will continue to have the most affordable
natural gas bills of all SoCalGas residential customers after the CARE volumetric rate is reduced
as part of SoCalGas fixed customer charge proposal. See Chart MF-4 below for a more granular

summary of bill impacts for this residential customer segment.
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Chart MF-4: Bill Impacts of Residential CARE Customers
Whe Will Have Bill Increases
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The estimated 18-20% percent of CARE customers who will realize modest bill increases
are the customer segment with the most heavily subsidized fixed cost of service despite having
the most affordable natural gas bills of all residential customers. And their fixed cost of service

will continue to be subsidized after the fixed charge is increased to $10. After the CARE
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residential fixed charge is increased to $10, total average monthly bills for these customers will
only require between 0.6 and 1.3 hours of labor at minimum wage (HM) per month.

SoCalGas estimates that about 51% of non-CARE residential customers will experience
bill decreases upon implementation of SoCalGas’s fixed customer charge proposal. Customers
at and below the 4% decile will see modest bill increases, as shown in Chart MF-5 below. As
discussed above, this shift is expected as the fixed charge subsidy for low usage customers with

the most affordable bills, paid by high usage customers with the least affordable bills, 1s justly

and reasonably mitigated.
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Chart MF-5: 50CalGas non-CARE Residential Bill Impacts at each Decile level®
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d. American Gas Association (AGA) Recognizes the Affordability
Benefits of a fixed charge that aligns with the fized cost of

SErvice.

In its whitepaper released on June 5, 2023, the AGA states “In recent years, on average,

gas bills have shifted towards a larger fixed component cha[r]ge that benefits both customers and

¥ For the 10th decile, SoCalGas 1s presenting at the 99" percentile instead of the 100* to eliminate
outhers that skew the results.
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utilities. While some worry this could lead to higher bills, the data show the opposite: as the
fixed charge component of gas bills has increased, gas bills have remained the same in inflation-
adjusted terms, which contrasts with rising electric bills ™

AGA goes on to state “Since 2014, 100-therms adjusted residential natural gas bills have
decreased from $143 to $136 per month, or -0.4% per year. The inflation-adjusted fixed
customer charge for residential customers has, on average, increased from $18 66 to $18 83 since
2014, or 0.1% per year. The relative stability of fixed customer charges over this period 1s
principally due to inflation and mamtaining the natural gas system ™

. Economic efficiencies are realized by setting variable price at
marginal cost of service

The economic principles behind decisions on rate structures require looking at all
customers. SoCalGas’s proposal takes into account the whole customer base and the benefits
from relying less heavily on per-therm charges for cost recovery by increasing the current fixed
charge in a gradual manner. This gradual revision to the fixed charges is a sensible step towards
meeting the goals of efficiency and equity. acknowledged by the Commission in various
proceedings as key ratemaking goals, and by extensive academic literature that discusses
methods to improve rate designs. A discussion of key ratemaking goals was provided by James
Bonbright in his “Principles of Public Utility Rates™ which have been widely accepted in the

energy industry as the gold standard for ratemaking.

B Ses Appendix D for details.

¥  James C. Bonbright, Principles of Public Utility Rates (1st ed. 1961), availabls at-
https-/'wrwrw raponline orgknowle enter/prnciples-of-public-utility-rates’.
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Part of Bonbright’s ten principles in setting rates is adequate revenue requirement, fair
apportionment of costs among customers, and economic efficiency.® Optmal economic
efficiency requires prices that reflect as much as possible the marginal costs of providing electnc
or gas service to each class of consumers.

More recent research conducted by the Stanford Woods Institute for the Environment
highlights the growing economic inefficiencies m California’s natural gas rate structure,
particularly as fixed infrastructure costs are increasingly recovered through velumetric per-therm
charges rather than fixed monthly fees. This approach, the study argues, leads to distorted price
signals, disproportionately impacts low-usage and low-income customers, and undermines the
principles of marginal cost pricing—especially as overall gas consumption declines due to
building electrification policies *

An economically efficient outcome cannot be achieved with existing SoCalGas
residential rates because their very low fixed charge forces the per-therm charges to be
artificially high and much higher than marginal per-therm costs. It is important for charges to
reflect as close as possible the true cost impact of changes in usage for two main reasons. First,
if price is above the marginal per-therm cost, customers will be likely to reduce the amount of
natural gas consumption but without any efficiency gain or capacity cost savings. The
Company s infrastructure currently has and expects to continue to have sufficient capacity in gas

delivery system to accommodate demand. Second, SoCalGas must recover its fixed costs, and

*#  James C Bunlmgl:u et al. P'rmuples of Public Uullty Raies 333 {ln.d ed 1988), available at:

' Ahson Ong, ot al, The Costs of Building Decarbonization Policy Proposals for California Matural
Gas Ratepayers: Idenl:l.f_'.mg Cost-effective Paths to a Zero Carbon Bulding Fleet. Stanford Woods
Institute for the Environment (2021), available at:
https-{feroodsinstitute stanford edu/system/filez'pubhicationsBulding Decarbomzaton Pohey CA

Matural Gas Ratepavers itepaper.
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when sales decrease, the same share of the revenue requirement needs to be recovered from a
lower amount of sales (therms). This leads to increased rates for all customers.

The Commission has endorsed in past decisions related to ratemaking the need to revisit
rates so that they better promote economically efficient decisions by utility electricity customers
by lowenng volumetric charges to reflect marginal cost price signals ¥ The Commission has
approved electnic vehicle (EV) and other electnification rates that include a higher monthly fixed
charge and lower volumetric charges compared to standard rates. Lowenng volumetnic charges
towards marginal cost levels was also approved dunng the NEM 3.0 proceeding when the
Commission infroduced reforms to rates and export compensation for customers with renewable
distmbuted generation. California 1s also currently in the process of implementing a reform to
improve efficient decisions on electnfication which calls for an ncrease in the fixed charge, and
such reform is in principle equally relevant to the design of natural gas distribution rates. This
argumentation recognizes the benefits of bnnging the volumetric charges lower to reflect the
current excess capacity and low marginal cost of delivery.

In its recent whitepaper, the AGA confirms these efficiencies, stating “Fixed customer
charges provide predictable cost recovery for essential gas infrastructure without inflating
customer bills and thereby encouraging more energy efficiency and decarbomization measures.”*

T Benefits of seasonal bill smoothing
In addition to the affordability benefits described above, implementing a lower residential

volumetric rate in conjunction with lugher fixed charges will lower seasonal bill volatility for

2 InD.15-07-001, D.17-01-006, and 1. 17-08-030, the Commission refers to the “Ten principles of rate
design”, including several pnneiples on efficiency, and in parficular, the prineiple that rate desizgn
should be based on marginal cost. D.15-07-001 at 28; D.17-01-006 at 37; D.17-08-030 at 30-31.

B Ses AGA whitepaper, Appendix D).
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residential customers. When a larger portion of the residential bill is based on a volumetric rate,
bills are more sensitive to seasonal fluctuations in volume throughout the year. Generally, and
on average, Tesidential customers use significantly more natural gas volume in winter months
relative to summer months. Average residential non-CARE volumes fluctuate between 19
therms per month in summer months to 63 therms per month in the peak winter month. Average
residential CARE volumes fluctuate between 13 therms per month in summer months to 45
therms per month in the peak winter month. As a result, residential bills fluctuate dramatically
throughout the year. See Tables MF-10 and MF-11 below.

Table MF-10: SoCalGas non-CARE Residential Monthly Residential Bill and

Volatility Improvement
Average Bill &
Bill w/ &5 Bill w/520 Voladhity
Volume fized Charge Fized Charge Improvement

Average 35 B5.3188.78 B3.0283.80 228118
Standard Deviation 15 S45435.08 26371687 AA4T-348
Bange 46 59, 4T J4.4775407 o25.00-25-00
Peak Winter Bill (Jan) 65 J46.37TH4732 117 2032805 £19.17-18:17
Jammary 63 JA46. 3722 127 20438-05 19173533
Febmary 58 431068362 113 B5H4-61 17201728
March 52 J25 4612615 1220512273 341341
April 42 LET108 0% 055406 08 17317
May 30 J3.9536-35 B22182-60 5.266-16
June 26 F6.1866-52 J19692-31 5.785-78
July 2 24895518 120645 30630
August 19 471194743 23505375 £.32633
September 19 26904515 S2.7352-88 S.825-83
October ) 55.8856-17 f2. 186247 5.306-30
Movember 31 J0.8871 10 57786818 311311
December 49 104 1920483  B6.0T867L 18121812
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Formatted
Formatted
Formatted Table
Table MF-11: SoCalGas CARE Residential Monthly Residential Bill Formatted
and Volatility Improvement Formatted
Bill w/ 35 Average Bill & Formatted
fized Bill w/$20 Volatility Formatted
Volume Charge Fixed Charge Improvement -
Average 16 47234550 A0.8740-44 6.36-6:36
Standard Deviation 11 16.6316.73  10.9411.05 _5.68-5.60 Formatted
Range 30 46914731 30.6530.87 16.26 1634 Formatted
Peak Winter Bill Formatted
(Jan/Alar) 45/37 J5.6376-08 58415870 17121730
Tamuary 45 75637608 57425288 18211821 | Formatted
Febmary 40 £7.896830 51395199 _16.30-1630 | Formatted
March 37 56986735 58 423878 L.56-E56 Formatted
April 30 51795309 44564186 _§3833 Formatted
May b 43464369 42524274 0.95-0.95 Formatted
June 19 37 8838-68 36 743653 L1515 o
July 17 32323340 3137354 20.95-5-05
Angust 15 JE.TI2887  27.772792 0. 96-0-96 Formatted
September 15 29 502065 28352850 115115 Formatted
Oectober 17 32563273 31613178 95005 Formatted
Movember 23 400440 27 33693391 535635 E ed
December 34 590338 37 46 4645 81 -1 5611356
Formatted
With the current $5 fixed charge, residential non-CARE bills have a range of Formatted
Formatted
$186-0790 47 over the year, with a $34 84 505 standard deviation, and a $14722146 37 peak F -
winter bill. By lowering the volumetric rate throngh implementation of a $20 fixed charge, the Formatted
Formatted
range, standard deviation and peak winter bill decline to $75.0774 47 $26.5737, and $128127 05 Formatted
. Formatted
20 respectively.
20 respectively Formatted
With the current $4 fixed charge, residential CARE bills have a range of $47.2146 01 Formatted
Formatted
over the year, with a $16.73-63 standard deviation, and a $7675.08-63 peak winter bill. By -
lowering the volumetric rate through implementation of a $10 fized charge, the range, standard Formatted
Formatted
deviation and peak winter bill decline to $30.2763, $11.0510.94, and $38 79 47 respectively. Formatted
In both cases bill volatility is measurably improved, by creating bill relief in the winter Formatted
Formatted
zeazon when customers face their least affordable bills and most need bill relief. Formatted
Formatted
Formatted
Formatted
MF-35
Formatted
Formatted
Formatted
Formatted
Formatted
Formatted




10

11

12

13

14

15

16

17

18

19

20

8. Long term bill impact benefits

Meeting Califomia’s decarbonization goal is likely to lead to reduction in natural gas
demand in the future, particularly for residential customers. To mitigate rates and bill impacts, it
15 mmperative that the Commission address residential rate design issues, particularly the
appropriate level of residential fixed charge.

To highlight the importance of setting the appropniate level of residential fixed charge
now to mitigate the bill impacts for low-income customers in an uncertain futare, SoCalGas
conducted a hypothetical analysis (keeping revenue requirement static) assuming 50% of
residential gas load and 10% of residential customers were reduced. While the extent and pace
of core gas consumption decline due to energy efficiency along with gas appliance replacements
15 uncertain®, it is likely that significant customer count reduction will not oceur, as customers
retain gas service for other appliances. The directional analysis presented here is therefore
intended to illustrate that transitioning to the enhanced fixed charge as proposed mn this
application now, which will create short-term benefits as descobed earlier in my testimony, is a
no regrets solution given additional longer-term benefits should such a scenario matenialize.
Because low-income CARE customers are less likely to replace gas appliances with electric
appliances due to budget constraints, CARE customers are more likely to remain as relatively
high usage customers for a longer period of time.

Under these assumptions, SoCalGas estimated the impacts of a $4 and a $10 per month

CARE fixed customer charge (representing a 20% CARE discount under the propose residential

#  Statewide zero emission appliance standards regulations promulgated by the California Awr Resources
Board have been delayed at least throngh 2025, Smmilady, m June 2025, South Coast Air Quality
Management Dhstrict declined to adopt proposed amendments that would implement zero emission
appliance standards for residential space and water heating.
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rate design method) on an average-usage residential CARE customer's bill (current usage and
customer counts) and 50% gas load and 10% customer count reduction as shown in Chart MF-6
below.

Chart MF-6: Hypothetical Load Reduction Scenario — Mitigation of SoCalGas CARE
Customer Impacts using a Higher Residential Fixed Charge

§33
523
o "
$4 Fied Charge, Current $10 Fixed Charge, Current  $4 Fixed Charge, Meter %10 Fixed Charge, Meter
Usage Usage [10%) & Load |50'%) [10%) & Load [50%)
Decline Decline
Bill Increase W Average Bill Average Bill w $10 Fixed Charge

Bill increases related to loss of meters and volumes for a typical CARE customer would
be significantly mitigated by reducing volumetric rates with SoCalGas Fixed Customer Charge
proposal. In this example, the related bill increases would drop from $33 to $23 per month on
average for the typical CARE customer.

9. Timeliness

Notwithstanding the discussion of the longer-term benefits of SoCalGas’s fixed customer
charge proposal, the fixed charge should be increased now as most of the benefits descnbed
above will be realized immediately upon implementation of reduced volumetric rates in
coordination with an increased fixed customer charge. In the previous CAP the Commission

stated “Additionally, the proposed changes to SoCalGas’s residential rate design in this
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application are not in the public interest because their implementation would be premature and
any changes should be considered on an industry-wide basis in the long-term gas planning
mulemaking, B.20-01-007. We find insufficient facts in the record to support that a findamental
change to the structure of residential gas rates is needed prior to a determination of the issue in
F_20-01-007. It is important for the Commission to consider such important changes in a
wholistic manner rather.™

However, at the Commission’s July 11, 2024 business meeting, Commissioner Karen
Douglas, who was at the time the assigned Commissioner for B.20-01-007, raised concems about
the 2024 CAP decision, noting that it rejected the fixed fees setflement on the grounds that the
seftlement was considered premature, and, thus, that the decision would have any fixed charge
changes be addressed more broadly in the long-term gas planning mlemaking. Commissioner
Douglas explained that the CAP decision language made her pause because, inter alia, since the
long-term gas planning mulemaking commenced in January 2020, the rulemaking had yet to
include any specific scope related to fixed charge, which was mentioned in comments by the
Applicants and Cal Advocates in the fixed charge settlement. Further, Commissioner Douglas
expressed a perspective that the existence of the gas planning mulemaking should not preclude the
Commission from addressing issues in real time as such 1ssues are brought in other appropriate
and timely forums 3

Indeed, the issue of fixed customer charges has been repeatedly addressed without
resolution across several CPUC proceedings, including: The 2020 Triennial Cost Allocation

Proceeding (TCAP) under Decision D.20-02-045 with unresolved issues deferred to successor

¥ AdminMonitor, CPUC Voting Meeting — Public Agenda 3548 (Fuly 11, 2024) at 2:05:35-2:13:19
(fixed charge discussion), available at:
https-/iwrwrw.admimmonttor. com/cal Svoting meestimg 202407117
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proceedings, the 2024 Cost Allocation Proceeding (CAP) under Decision D.24-12-074 which
contimied to examine cost allocation and rate design but did not reach a final determination on
fixed charges and the ongoing Gas Planning Order Instituting Rulemakmg (OIF) under B_24-09-
012, where the ALI's Buling Seeking Comments Fegarding Interim A ctions (issued November
13, 2024) and the Assipned Commissioner’s Scoping Memeo (issued Jamuary 31, 2023, and
amended April 21, 2025) both acknowledged the need to revisit fixed customer charges in firtare
General Rate Cases. This highlights the complexity and importance of the topic.

10.  Other Regulatory Precedent

In the CPUC"s Gas Planning Fulemaking proceeding (B.24-09-012), both the Assigned
Commissioner’s Scoping Memo and the Admimistrative Law Judge's (ALT) ruling outline the
next steps for addressing fixed customer charges, with a particular focus on rate design
reform and fotare General Rate Case (GR.C) requirements. This issue was specifically raised in
the ALT"s Ruling Seeking Comments Regarding Interim Actions, issued on November 13, 2024,
which asked stakeholders whether the Commission should require gas utilities to present rate
options both with and without fixed customer charges in their next GRCs. It also posed the
question of how large such fixed charges should be, if included *

There is an additional impetus for the Commission to grant SoCalGas its proposed two-
tier residential fized customer charge stucture. In June 2022, Assembly Bill (AB) 205 was
passed into law. AB 205 addresses various residential rate reforms for California electric
utilities. AB2035 would: (i) require the CFUC to authorize a fixed customer charge for default
residential rates no later than July 1, 2024; (i) eliminate the $10 and $5 fixed customer charge

caps; (1i1) require the fixed customer charge to be established on at least a three income-

*  R24-09-012.

MF-39



10

11

12

13

14

15

16

17
18

19

20

21

graduated basis, ensuning low-income customers pay a smaller fixed customer charge; and (iv)
allow the CARE discount to exceed 35%. These electric rate reform initiatives are conceptually
transferable to gas utilities. The lower fixed customer charges for CARE customers relative to
non-CARE customers, as proposed in my testimony, is essentially a two-tier income-graduated
fixed customer charge, consistent with the policy direction of AB 205.

The Commission implemented AB203 with the issuance of D.24-05-028, adopted May
15, 2024, approving a new framework for Income Graduated Fixed Charges (IGFC) applicable
to the State’s investor-owned electric utiliies. This decision established policy foundation and
guiding principles for implementing tiered fixed charges based on customer income levels. In
the decision TURN's position that now is the appropriate time to implement a fixed charge
structure that benefits low-income customers. TURN emphasized “A fixed charge must lower
the monthly bill, averaged over the course of a calendar year, for a low-income ratepayer with
average electricity usage levels in each baseline termitory.” This perspective helped shape the
Commission’s approach to income-graduated fixed charges, reinforcing the need for
affordability and equity in rate design, and SoCalGas’s fixed charge proposal meets this
standard.

11.  Other jurisdictions
California residential fixed charge rates are far below the level of fixed charges for many
other utilities in the country. For example, the SoCalGas proposed increase to reach a $20.00
residential fixed customer charge in 2029 for non-CARE customers still falls behind the national

average excluding the Pacific FEegion. See Table MF-12.
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Table MF-12: Monthly Residential Fixed Charge as reported by AGA

East Enst West West | Hasonal
Census Region | Pactc | mern south MR erewn MW South Marth South | Exciudng
Ceeml  Compm  EEC England  AtanSC  cewml Cenrm | Pacmc

AGA Reported
Customer Fixed | 7.53 | 2352 1754 18.38¢ 1200 1408 1409 2285 2312 | 20.08
Charge in 2024

Table MF-12 estimates 2022 and 2029 fixed charge by region based on data presented in
the American Gas Association’s 2025 study and adjusted using the blended cost escalation
index described in Appendix C to approximate 2028 and 2029 values. The national average
shown in Table MF-12 is the AGA reported national average for all regions, adjusted to exclude
the Pacific Fegion. This adjustment is made so that the Pacific Region, and SoCalGas, can be
compared to the average of all other regions. SoCalGas’s current $5 residential fixed customer
charge 1s less than 25% of the average of all other regions in 2024.

C. SDG&E’s Residential Minimum Bill

In this proceeding, SDG&E proposes to retain the current $4 per month residential
minimum bill even though SDG&E contimmes to believe that cost-based residential fixed
customer charge, rather than minimum bill, reflects supenior rate design principle. SDG&E isin
the process of implementing a new fixed customer charge for its electnic customers and will
contime its focus on successfully finalizing that implementation before proposing a fixed charge

for residential gas customers.

#  Ses Appendix D.
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D. Residential Submeter Credit

Submeter credits apply to utility customers with a master meter who provide gas service
to residential sub-units (e.g., multi-family dwelling units and mobile home parks). D.04-04-043
established a method for calculating submeter credits. In that decision, certain categornies of
costs were defined as “Utility Avoided Costs™--the costs that utilities avoid for which a master
meter customer is reimbursed through the submeter credit provided by the utility * In this
proceeding, the Applicants’ proposed submeter credits are based on updated studies in
compliance with the methodelogy set forth in D 04-04-043, and as was used most recently to
update the submeter credits in the 2024 CAP approved by D_24-07-009. Currently, SoCalGas’s
non-CARE submeter credit is set at $0.27945/meter/day and SoCalGas proposes to set it at
$0.14516/meter/day for 2027. With residential customer charge increasing in 2028 and 2029, the
submeter credits in these years will be $0.00000 and $0.00000, respectively **

SDG&E’s submeter credits are currently set at $0.37534/meter/day for both mmlti-family
(GS) and mobile home (GT) customers. For 2027 - 2029 SDG&E proposes to set them at
$0.51583/meter/day for GS customers and $0.53418/meter/day for GT customers.

E. Core C&I Rates
SoCalGas and SDG&E each have a single tanff serving its core commercial and

industrial (C&I) customers, Schedule G-10 for SoCalGas and Schedule GN-3 for SDG&E.

Presently, SoCalGas’s G-10 rate design consists of a $15 customer charge and three tiers of

#  To the extent these costs do not exceed the average costs that a utility would have incurred m
providing direct service fo sub-unit customers.

*  Per the method for caleulating submeter credit, SoCalGas’s proposed mereases in customer charge
has the effect of lowerng submeter credits in 2028 and 2029 Where this caleulation results in a
negative submeter credit (effectively a submeter charge), SoCalGas proposes to set the submeter
credit to $0.00000 per day.
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declining block volumetric rates. SDG&E’s GN-3 rate design consists of a $10 customer charge
and three tiers of declining block volumetric rates.

In D.24-07-009, the Commission retained the cumrent rate structure for the different tiers
within SoCalGas’s G-10 rate design and SDG&E's GN-3 rate design. Neither SoCalGas nor
SDG&E propose any changes to the current methodology.

F. Natural Gas Vehicle (NGV) Compression Rate Adder

A compression surcharge or compression rate adder is intended to cover the cost of
providing compressed natural gas (CNG) to motor vehicles fueling at public access CNG vehicle
refueling stations owned and operated by Apphicants. The compression rate adder is charged to
customers on a volumetric basis. This adder is incremental to the uncompressed commodity
charge and transportation charge. The compression rate adder reflects the capital and operating
costs of compressing the natural gas and providing public access to CNG fuel for NGV owners.
Additional state fuel tax, federal excise tax, and utility user taxes, which can vary by location, are
also charged to customers. Currently, there is a Sempra California Utilities-wide*® compression
rate adder across both SoCalGas and SDG&E. Therefore, the compression rate adders for
SoCalGas and SDG&E are nearly identical, with only a small difference due to differences in the
Franchise Fees and Uncollectibles between the utilities.

In this CAP, Applicants have updated the NGV compression rate adders to reflect current
costs. These costs are composed of a capital-related revemue requirement for public-access
refueling equipment and a fully-loaded O&M-related revemue requirement. The Sempra

California Utilities-wide NGV compression rate adder is derived by dividing the combined

4 Sempra California Utilities-wide rate refers to the calculation of a single rate between SoCalGas and
SDGEE for a customer class, before applyving utility-specific adders, such as Franchise Fees and
Uncollectibles.
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SoCalGas and SDG&E compression cost revenue requirements by the combined demand

forecast for compressed NGV volumes *' The resulting NGV compression rate adders proposed

for this TCAP term are $0.43681 per therm and $0 44013 per therm for SoCalGas and SDG&E,

respectively.

Per D.24-07-009 SoCalGas and SDG&E are required to “make available a study

presenting a tiered core rate option as well as a noncore rate option for NGV customers.

SoCalGas is not required to present this study as one of their proposals.™ This study is available

to interested parties upon request.

G. Gas Air Conditioning Rates
SoCalGas proposes to elimimate Schedule G-AC, the core air conditioning service for

commercial and industrial, incloding G-AC, G-ACC and GT-AC Rates. There are currently

three meters being billed under these rates. SoCalGas proposes to move these meters to the

applicable rate under Schedule G-10 (GN-10. GN-10C, GT-10 respectively).

Where G-AC billed meters exist on the same premises as an existing G-10 billed meter, it

might be possible to combine the meters volume for billing purposes.

IIL.

NONCORE RATE DESIGN
A, Noncore Distribution Rates

Applicants” current distribution-level services for noncore C&I and electric generation

(EG) customers are provided under Schedule GT-NC for SoCalGas and Schedules GTNC and

EG for SDG&E. The current noncore C&I rate design consists of a customer charge of $350 per

month for both the utilities, four tiers of declimng block volumetnic rates for SoCalGas and a

single tier volumetric rate for SDG&E. For EG customers, there are Sempra California Utilities-

41

The compressed NGV volumes are presented by witness Eduarde Martinez (Chapter 3).
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wide rates; small EG customers pay a $30 customer charge and a volumetric rate, and large EG
customers pay a lower volumetric rate. Neither SoCalGas nor SDG&E propose any changes to
the current methodology.

B. Transmission Level Service Rates

Applicants” current Sempra California Utilities-wide rates for transmission-level service
customers are provided under Schedule GT-TLS for SoCalGas and Schedule TLS for SDG&E.
The current rate design consists of a class-average volumetric rate option and a reservation rate
option for customers served from the transmission system. Neither SoCalGas nor SDG&E
propose any changes to the cumrent methodology.

This concludes my prepared direct testimony.
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IV. QUALIFICATIONS

My name 1s Michael W. Foster. My business address 1s 555 West Fifth Street, Los
Angeles, California, 20013-1011. T am employed by SoCalGas as the Eate Design and Demand
Forecasting Manager within the CPUC/Federal Energy Regulatory Commission (FERC) Gas
Fegulatory Affairs Department, which supports gas regulatory activities of both SoCalGas and
SDG&E. Thave been employed with the Companies since December 2001.

I have held my current position managing the rates and demand forecasting groups since
Febmary 2023. Previously, I held various positions of increasing responsibility, most recently as
a Prncipal Economic Advisor for the gas Rate Design function for both SoCalGas and SDG&E,
from December 2016 through Febmary 2023, Treceived a Bachelor of Arts degree in Economics
from the University of California, Santa Barbara in 1995, I received a Master of Business
Administration degree from the Darden School of Business at the University of Virginia,
Charottesville m 2000.

I have previcusly testified before the Commission.
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Appendix A: Normalization of September 1, 2025 Published Rates

For purposes of isolating rate and bill impacts presented in this chapter to the impacts
generated directly by the CAP proposals, present September 1, 2025 tariffed rates have

been normalized by making the following 5 adjustments: 1) the border cost of gas is

updated and consistent across all scenarios presented, 2) the Backbone Transportation

Balancing Account (BTEA) balance has been set to zero, and is consistent across all
scenarios presented, 3) residential submeter credits are recalculated based on inputs as of
September 1, 2025 as opposed to the actual settled September 1, 2025 value, and will be

updated in each scenario presented based on proposals, the 4) CARE discount is
recalculated using September 1, 2025 class average rates, and will be updated in each

scenario presented based on proposals, and 5) SoCalGas Exchange Revenues & Interutility
Transactions revenue updated to authorized 2025 amount.
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Appendix B: LRMC results vs. September Normalized

SCG rates
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Appendix C: Escalation of 1994 CPUC adopted SCG fixed cost of service
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Appendix D: AGA studies
2015 AGA Study
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Appendix E - Areas of Affordability Concern at $4 /55 fixed Charge vs $10/$20 fixed Charge

14 AACs - CARE with $4 fixed Charge

Oiimate | & of Howsing

PUMA # Cownty / City Zone Units

Los Angeles Cownty (Northj=La

p3721 ity [Northeast/Noeth sOE1 0,113 100.0%

Hollywood & Walley Village]
PUMA

Loz Angeles County
a7z [:!mm] Hu::; t:::: 3051 65,340 16.4%
Sherman Daks) FURA
Las Angeles County (Morthj=LA
03723 Ci.lll [MMMLGM 3051 42981 10.4%
Hills & Panorama City] PUMA
Las Angeles County [Centralj—
ma7zT LA.Ci‘.III [Cmml."P'M:iﬂl: 3051 B3,6E3 12 6%

F | PUMA
Los Angeles County
03728 [Smmm]—mma Monica 3051 3,138 111%
City PUMA
Los Angeles County [West
0372s mmﬂaﬁm 3051 103,396 43 3%
Angeies] FUMA
Las Angeles County [Centralj—
03731 ‘West Hollywood & Bewerly 3051 E3,JE3 21 5%
Hills Cities PUMA
Las Angeles County [Centralj—
03732 LA City [East SO51 52,087 BOE%
EEI'I:WEHDIM PLIMA
Las Angeles County [Centralj—
03733 | LACity [Centrel/koremtown) | SOG4 31,641 100.0%
PUMA
Las Angeles County [Centralj—
03738 El Morte & South El Monie 3051 31,364 121%
Cities FUMA
Las Angeles County [Centralj—
03743 La Ci.lll [EI CentralfCentral 3051 E3 418 100.0%
I'_H & Boyle HE.EE' Bi PLIMLA
Los Angeles Counky—La City
[Centradfuniv. of Southem
California & Exposition Park)
PURA
Loz Angeies County [South
03730 Central|-LA City |South SO51 37,867 3%
mggmttm
Loz Angeles County [South
03731 Central|-LA City |South SO51 41,676 100.0%

Eﬂnm PLUMA

S051 35,3040 100.08%
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County | City

1E

Livd Mgl Counly
(Marth LA Dty
MomhaaitHenh
Hallywood & Vallay

Willage] PURAS

feerh )

0,113

100U0%

37

Lz Ampalis County
(Horhwes t-LA Ciry
[Marth Cantral fvam e
B Werth Sharman Daks |
LIRS

feerh )

16.5%

3723

Lot Angulies County
[Wseth)-LA City [Neeth
CantralMasion Hills &

Punarama Cley) PLIMA

3rr

feerh )

42,581

105%

Lz Ampalis County
[Comtrall-LA City
Centea | Pacils

Pl s | LA

3728

feerh )

1275

L Angales Coiinty
[Boithweit)-Santa
Mol Clty LIRS

feerh )

51,158

11.1%

3729

L Angeles County [West
Camaral}-La Chy [Whaa
Camral/Meireocd &

Wkt Los Amgeli ) FUMS

feerh )

A3.6%

L Angeles County

a3731

Lo
Hallywosd & Barvaily Hills
Ciehic PUMA

feerh )

217N

o373z

L Angales Coiinty
Do it - LA Ty (Easit
CantralHollfeood] PLMA

feerh )

52,07

BLN

03733

Los sl County
[Camral}-LACy
[Catriral fern atewn)
PLIKAS

feerh )

51,841

100U0%

o373a

Lot Angulies County
[Cantralh-B Monte &
Seuth B Mstite Chiss

PUIA

feerh )

32,384

18.1%

Lo Angales Caunty
[Camtralh-LA Oy fEast
ContralCantral ity &
Byl Hulghts) PUMA

feerh )

E5 418

100U0%

Livd Ao b Couinty—LA
Cley [Cafiteal Un by of
Southain Callfomia &
[Expo itlen Park] PLBAS

feerh )
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Lk Angalad County [South
Camitr al|-LA Ciry [Sauth
Cantral W esimant] PLMS

feerh )
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104N
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Camitr al|-LA Ciry [Sauth
Cabitral s P LURSA

feerh )

41676

100U0%
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13 AACs - CARE with $10 fixed Charge

County | city

# of Howsing
Units

2027

Hollywnocs & Valley Village]
PUMA

Los Angeles County
[Martwest}-La ity (Horth
Cenral/Van Huys & North

Sharmani muim

5,340

138%

Las Angeles County (Northj=LA
City [North Central/Mission
Hills & F City] PUMA

10.0%

Los Angeses County {Centrail—
L& City [Contral/Pacific
izaces) PUMA

122%

Los Angeles County
|Southwest}-Santa Monica
ity PUMA

Los Angeles County [West
Centrall-LA City [West
Centrai'Westwood & West Los

PUMA

103,356

Angeies] PUM,
Las Angeles County [Centrall—
West Hollywood & Beverly
il Cities PLIMA

E3,383

Loz Angetes County |Centrai]~
La, City [East
Central/Hollywood) PUMA

52,057

T75%

Las Angeles County |{Central]-
uthy‘-ml.ﬂlmm]

FuMa

Las Angeies County [Centrai]-
El Moarte & South El Monie
Cities PLIMA

32,364

175%

Los Angeses County {Centrai}—
LA City [East Cenral/Central
Lity & Boyle Heights] PUMA

E3 418

Los Angeles County—LA City
[ Centralfuniv. of Southem
Caiifornia & Exposition Park]
FLIMA

35,3040

Los Angeles County [South
Central|-LA City [South
Cen

PLRA
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18 AACs - non-CARE with $5 fixed Charge

Connity [ iy

b
Tonm

# ol Housing
Unis

S061

E011%

S061

S061

5

S061

5

S061

51158

S061

S061

11.9%

S061

TN

S061

AL087

S061

51641

S061

12.4%

S061

31564

:

S061

:

S061

BEA1E

S061

LiErS

S061

ST.BET

13.1%

S061

A1ETE

S061

46 T4
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17 AACs - non-CARE with $5 fixed Charge

County / city

Chmate
Zome

# of Howsing
Units

Los Angedes County (Northj=LA
City [Northesst Morth

Hollywroes & Valiey Village]
PUMA

SGE1

E0,113

Los Angeles County
[Morthwest]-La City [North

Centralfvan Hurys & North

Sharmani umim

SGE1

E6,340

19.8%

Los Angedes County (Northj=LA
City [North Central/Mission
Hills & Panorame City] PURA

SGE1

42981

12.7%

Los Angedes County {Centrail-
La City [CentralfFacific

SGE1

B3,669

13.4%

| PUMA

SGE1

31132

13.9%

SGE1

103,356

32.8%

Central}-La
[CantralfHancook Park & Mid-
Wilshire) FUMa

SGE1

B3,2596

11.4%

Los Angeses County {Centrail-
West Hollywood & Beverty
Hills Cities PLMA

SGE1

E3,383

26.2%

Los Angeses County {Centrail-
La City [East
Central/Hollywood] FUMA
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