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PREPARED DIRECT TESTIMONY

OF EMMA HERNANDEZ AND ALLISON F. SMITH
I.
QUALIFICATIONS

My name is Emma Hernandez.  My business address is 555 West Fifth Street, Los Angeles, California, 90013-1011.  I am employed by the Southern California Gas Company (SoCalGas) as a Principal Regulatory Economic Advisor in the Regulatory Affairs Department for SoCalGas and San Diego Gas & Electric Company (SDG&E).  

I earned a Bachelor of Arts degree in Economics and a Master’s Degree in Business Administration with concentration in International Business from California State University, Dominguez Hills.  I have been employed by SoCalGas since 2002, and have held positions in the Customer Service and Regulatory Affairs departments.  I have been in my current position as Principal Regulatory Economic Advisor since November, 2005.  My current responsibilities include providing analytical support and direction to SoCalGas and SDG&E on gas rate design, cost allocation, balancing accounts, revenue requirements and other related issues.

Prior to my employment with SoCalGas, I was engaged in market research and consulting from 1994 to 2002 by Mattel, Inc. in their Marketing Research department and Information Resources, Inc., a firm that creates business solutions to Consumer Packaged Goods clients by providing market research and strategic consulting.  

I have previously served written testimony before this Commission.

II.
PURPOSE
The purpose of my testimony is to present the Long Run Marginal Cost (“LRMC”) study for the SDG&E gas transportation service functions, and allocate gas base margin among SDG&E’s customer classes.  My testimony is organized as follows:

· Section III provides a description of the LRMC approach.  

· Section IV discusses SDG&E’s Real Economic Carrying Charges (“RECC”) and marginal loading factors.

· Section V presents customer-related marginal costs.

· Section VI explains demand-related distribution marginal costs.

· Section VII presents transmission marginal costs.

· Section VIII presents the method for allocating base margin to SDG&E’s customer classes.

III.
2009 LONG RUN MARGINAL COST METHODOLOGY STUDY
The Long Run Marginal Cost (LRMC) methodology that the Commission adopted in D.92-12-058 serves as the basic framework of this marginal cost study.  This is the same methodology as SoCalGas marginal cost study.  Marginal cost is the total increase incurred by a company when providing an additional unit of output.  For this study, the marginal customer cost were derived using engineering estimates of customer connection equipment and the unit marginal cost derived using a rental methodology that results in one marginal cost for all customers in a rate class.  The distribution marginal cost was derived using a regression methodology, with ten years historical and five years forecasted distribution investments.  The unit marginal cost is equal to the resulting regression coefficient.  The transmission marginal cost is based on a transmission resource plan forecast of 15 years. 

The SDG&E margin is allocated using marginal demand measures applied to marginal costs which were established in the LRMC decision.  This study allocates transmission costs using cold year peak month values, distribution costs are to be allocated using peak day values, and customer costs are to be allocated using the number of forecasted total customers.    SDG&E has adopted these measures for the purposes of this BCAP.

SDG&E has updated all unit marginal cost calculations to reflect 2007 actual costs.  LRMCs are estimated for each function:

· The transmission of natural gas from non-local receipt points to gas distribution centers located inside SDG&E’s service territory;

· The delivery of natural gas through the a) high and b) medium pressure distribution feeder systems to customers; and

· Providing customer access and service to the gas system.

Each marginal cost is composed of capital-related and expense-related costs.  The distribution and transmission LRMCs measure “demand-related” costs.  These costs are caused by increases in the amount of natural gas delivered assuming the number of customers is held constant.  The customer LRMC is a measure of the “customer-related” costs, caused by providing service to additional customers on the gas system assuming the amount of gas delivered is held constant.  

In addition, customer-related and demand-related O&M costs are calculated for all customers and marginal loading factors are applied.

IV.
MARGINAL COST ESTIMATION FACTORS
A.
Real Economic Carrying Charges (RECC)

In D.92-12-058, the Commission adopted the Real Economic Carrying Charges (“RECC”) for use in LRMC studies.  SDG&E uses RECC factors to derive annual marginal investment costs from transmission, distribution, and customer-related investment costs.  RECC factors are percentages that have been applied to convert LRMC capital investment into annualized LRMC capital costs.  The sum of the annual RECC recover all of the revenue requirements of the assets over the asset life.

B.
Marginal Loading Factors

SDG&E continues to derive loading factors for marginal cost investments using the same methodology that was approved in SDG&E’s last BCAP decision.  SDG&E derived loading factors for Administrative and General (A&G), General Plant (GPL), Materials and Supplies (M&S), and Operations and Maintenance (O&M).

1.
A&G Loading Factor

Marginal A&G expenses and payroll taxes are combined into a single loading factor.  The recorded year 2007 A&G expenses have been classified as marginal and non-marginal by account.  As shown in Table 1, the proposed A&G expenses and payroll tax loader is 26.43%.  The A&G loading factor for each function is calculated as a percentage of total O&M (less A&G), and then multiplied by the direct O&M unit cost for each function.  


	TABLE 1

	PROPOSED A&G LOADING FACTOR

	
	
	
	

	
	Account
	2007
	Marginal

	
	Description
	Recorded
	A&G

	
	
	(M$)

	
	
	
	

	
	A&G Expenses
	$82,185 
	$18,685 

	+
	Payroll Taxes
	$4,224 
	$4,224 

	=
	Total A&G and Payroll Taxes
	$86,408 
	$22,908 

	
	
	
	

	÷
	Total O&M w/o Recorded A&G Expenses
	$86,675 
	n/a

	
	
	
	

	=
	A&G/O&M Loading Factor
	
	26.43%


2.
General Plant Loading Factor

General plant includes structures and improvements, office furniture and equipment, computer applications and equipment, shop and garage equipment, and communication equipment. Recorded year 2007 General Plant Total is multiplied by the average RECC factor of 11.17% to obtain an annualized general plant loading factor of 7.63%.  Table 2 shows the derivation of the GPL factor of 7.63%. 

	TABLE 2

	PROPOSED GENERAL PLANT LOADING FACTOR

	
	
	
	
	

	
	
	
	2007
	

	
	Description
	
	Recorded
	

	
	
	
	(M$)
	

	
	
	
	
	

	
	Total General, Common Plant
	
	$118,304 
	

	
	
	
	
	

	x
	Average General, Common Plant RECC
	 
	11.17%
	

	
	
	
	
	

	=
	Annualized Plant
	
	$13,215 
	

	
	
	
	
	

	÷
	Total O&M Expenses
	 
	$173,083 
	

	
	
	
	
	

	=
	General Plant Loading Factor
	
	7.63%
	


3.
M&S Loading Factor

M&S includes those materials in stock for use in company operations.  Examples of M&S items include pipe, valves, fittings, and safety equipment.  Recorded year 2007 M&S costs are allocated based on gross plant in each functional category and then multiplied by the average RECC factor of 14.19% to obtain an annualized M&S factor.  The resulting M&S loading factors by functions are presented in Table 3.
	TABLE 3

	PROPOSED M&S LOADING FACTORS

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	
	Customer-
	Med Press.
	High Press.
	Transmission

	 
	Description
	Related
	Distribution
	Distribution
	Backbone
	Local

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	
	Annualized M&S (2009 $'s)
	$130,108 
	$159,906 
	$23,599 
	$44,251 
	$33,482 

	
	
	
	
	
	
	

	÷
	Marginal Demand Measure (Mcf)
	 n/a 
	      393,426 
	         490,611 
	  121,017,856 
	  11,127,283 

	
	
	
	
	
	
	

	=
	Per Cust. / Mcf Loading Charge
	 Varies 
	$0.406 
	$0.048 
	$0.0004 
	$0.003 


V.
CUSTOMER RELATED MARGINAL COSTS
Customer-related marginal cost includes marginal capital costs and marginal O&M costs.  SDG&E calculated the marginal customer cost using the “rental” method in determining the cost of installing meters, regulators and meter set assembly (MSA) for each customer class.  Other allocated costs include meter reading, customer service, credit collections, and billing services expenses.  

A.
Marginal Capital Costs

MSA costs reflect all installation costs associated with serving a specific gas customer. These costs include, but are not limited to, gas meters, regulators, pipes and labor installations.  The SDG&E Gas Distribution Engineering Department provided an updated cost of MSAs which includes:

1. Meter size, type, regulator, fitting costs and installation costs.

2. Updated service footages.

3. Updated service costs for new hook ups and replacement costs.

4. Updated costs of service line installations.

5. Updated the series of flow ranges, and corresponding equipment profiles, at each range.

This updated cost is then applied to the number of premises for each customer class having an MSA within each flow range.  The SDG&E Gas Distribution Engineering Department identified twenty-six flow ranges to generate an estimate of the number of meters and service lines of a particular type of each customer class.

The average cost of SRM (Service Regulator Meters) per year per customer class, is derived by multiplying the forecasted number of customers within a particular flow range by the combined rental cost of the MSA and service line in that flow range.  The rental cost is the product of the capital-related plant investment and corresponding RECC factors.  Finally, the cumulative total capital-related cost for a particular customer class is divided by the number of forecasted customers.  Table 4 shows the Class Average customer-related capital costs.

	TABLE 4

	CLASS AVERAGE CUSTOMER-RELATED CAPITAL COSTS

	
	
	
	
	

	
	MARKET SEGMENT
	ANNUAL RENTAL CHARGE (2009 $'s)
	

	
	
	
	
	

	
	Residential
	$102 
	/ Customer
	

	
	
	
	
	

	
	NGV Fuel Station
	$961 
	/ Customer
	

	
	
	
	
	

	
	Core Commercial & Industrial
	$164 
	/ Customer
	

	
	
	
	
	

	
	 Noncore C&I
	$3,876 
	/ Customer
	

	
	
	
	
	

	
	 EG
	$2,278 
	/ Customer
	


B.
Marginal O&M Costs

The marginal O&M cost consists of customer account and customer related-distribution expenses.   The customer account expenses employed in this study are for FERC accounts 901-905 and 907-910 identified as customer services expenses. The customer-related expenses are those associated with responding to customer service field order, and, generally, operating and maintaining service lines, meters and house regulators.  The customer-related distribution expenses reflect costs associated with the maintenance of the customer’s meters, regulators, and pipes.  The O&M distribution expenses included in this study are for FERC accounts 870-894. 

1.
Customer O&M Expense

Customer Service expenses in FERC accounts 901-905 and 907-910 are classified as customer related expenses.  Customer costs include meter reading, customer service, credit collections and billing services.

The marginal customer O&M accounts were assigned to market segments in four-steps:

· The classification of all FERC accounts 901 – 905 and 907-910 O&M marginal expenses were split into fifteen customer accounts operational activities;

· The identification and classification of each SDG&E department according to one of the fifteen customer operational activities;

· The development of an allocation basis for each department from the customer account operational activity performed / market segment supported;

· The allocation of FERC accounts 901 – 905 and 907 - 910 O&M marginal expenses according to the allocation basis developed above.

Customer Contact Center activity, which is recorded in FERC account 903, is the largest cost component of the Customer Accounts O&M.  The cost associated with Customer Contact Center activity is allocated based on Customer Service Representative (CSR) call volumes weighted by handle time and Interactive Voice Recognition (IVR) answered calls.  

Credit and Collections, which is also recorded in FERC account 903, captures a large portion of the Customer O&M accounts.  Credit and Collections cost includes postage costs and remittance processing.  These costs are allocated based on active billing accounts for all customers.
Meter Reading, which is recorded in FERC account 902, is another substantial cost component of Customer Accounts O&M.  Meter Reading costs are allocated based on active meters for all customers.

The updated Customer Accounts O&M costs are shown in Table 5.  
	TABLE 5

	SUMMARY OF CUSTOMER-RELATED DIRECT MARGINAL O&M EXPENSES

	
	
	
	
	
	
	

	
	Customer Segment
	870 - 894
	901 - 910
	Customers
	O&M / Cust
	

	
	
	(M$)
	(M$)
	
	(Dollars)
	

	
	
	
	
	
	
	

	
	Residential
	$24,612 
	$12,947 
	     799,494 
	$47 
	

	
	
	
	
	
	
	

	
	NGV Fuel Station
	$14 
	$1 
	               32 
	$469 
	

	
	
	
	
	
	
	

	
	Core C&I
	$1,859 
	$1,076 
	       29,610 
	$99 
	

	
	
	
	
	
	
	

	
	 Noncore C&I
	$92 
	$504 
	               61 
	$9,756 
	

	
	
	
	
	
	
	

	
	EG
	$67 
	$552 
	               79 
	$7,846 
	


2.
Customer Related Distribution O&M Expense

Distribution O&M for 2007 is comprised of : Distribution Services (FERC Accounts 870 – 894), Customer Accounts (FERC Accounts 901 – 905), and Customer Service and Information (FERC Accounts 907 – 910).  

The customer related distribution expense was assigned to markets segments classifying such expense-related charges between the customer- and demand-related functions from the Embedded Cost study supported by Ms. Hom.  The demand-related expenses have been assigned between the MPD and HPD systems primarily based on mileage as of January 2006.  Next, the SDG&E Gas Distribution Engineering Department identified the marginal portion of the FERC accounts 870-894.
A summary of customer-related direct O&M expenses by market segment is presented in Table 5 above (expressed in Year 2007 dollars).

Once the customer account and customer-related distribution expenses have been totaled, then these expenses are allocated to each customer group according to percent of total annualized SRM investment costs.  The resulting allocation of O&M expenses to customer groups is then annualized by dividing each customer group by the number of customer in a particular class.  O&M expenses, and associated cost loaders, are combined with the customer related costs.  The resulting sum reflects customer cost for each of the BCAP customer groups. 

3.
Summary of Proposed Customer LRMC

The marginal customer cost for the five SDG&E BCAP customer classes is illustrated in Table 6.  The Noncore C&I customer class posted the highest marginal cost followed by EG customers.  These outcomes are expected since these two customer classes require much higher gas service demands, and larger and more specialized metering and piping facilities compared with the residential customers.  
	TABLE 6

	PROPOSED LONG RUN MARGINAL CUSTOMER-RELATED COSTS

	
	
	
	
	
	
	
	
	

	MARKET
	CAPITAL-
	EXPENSE-RELATED O&M
	TOTAL
	

	SEGMENT
	RELATED
	Direct
	M&S
	
	A&G
	Gplant
	2009 $'s
	

	
	
	
	
	
	
	
	
	

	Residential
	$102 
	$60 
	$0.2 
	
	$16 
	$5 
	$183 
	/ Customer

	
	
	
	
	
	
	
	
	

	NGV Fuel Station
	$961 
	$599 
	$1.9 
	
	$158 
	$46 
	$1,765 
	/ Customer

	
	
	
	
	
	
	
	
	

	Core C&I
	$164 
	$127 
	$0.4 
	
	$33 
	$10 
	$334 
	/ Customer

	
	
	
	
	
	
	
	
	

	 Noncore C&I
	$3,876 
	$12,468 
	$39 
	
	$3,295 
	$952 
	$20,630 
	/ Customer

	
	
	
	
	
	
	
	
	

	 EG
	$2,278 
	$10,026 
	$31 
	
	$2,650 
	$765 
	$15,751 
	/ Customer


VI.
DISTRIBUTION RELATED MARGINAL COSTS
SDG&E has separated distribution investments between customer related (discussed in Section IV) and demand-related investments.  Separate marginal cost are calculated for the high and medium pressure systems because load served direct from HPD system does not incur costs attributed to the MPD system. The unit marginal cost of distribution is provided in Table 7 for High Pressure (HPS) and Table 8 for Medium Pressure (MPS) systems.  HPS investments are generally those investments in pipelines that supply gas at maximum allowable operating pressure of 99 psig and above, and are 10 inches in diameter or less.  The MPS pipeline investments are those pipelines at maximum allowable operating pressure of below 99 psig.

Consistent with the methodology adopted in D.92-12-058, ten years of historical (1997-2006) and five years (2007-2011) for forecasted distribution plant additions were included in the regression.  The historic period investments were calculated by analyzing accounting data for HPS and MPS capital investments.  The future investments were obtained from the distribution capital budget forecast.  The marginal demand measures were calculated for both historic and forecast periods based on an analysis of throughput on the distribution systems.  

Total marginal costs for the HPS and MPS systems were calculated using a regression methodology.  This method regresses the cumulative incremental investment with the cumulative incremental changes in demand.  The slope of the regression line is used as the total marginal cost.  This total cost is annualized using an RECC factor applicable to distribution pipeline accounts.  The annual investment was then adjusted by applying the various loading factors for O&M, A&G, and general plant and materials and supplies.

A.
Summary of Proposed MPD and HPD LRMC

Forecasted “cold-day” requirements were used as a measure of peak load on the distribution system.  SDG&E proposes to change the demand measure from a normal peak-day to a 1-in-35 peak day core / 1-in-10 peak-day noncore temperature condition.  Migration to this demand factor is consistent with Commission decision D.02-11-073 which required a 1-in-35 core / 1-in-10 noncore cold-year reliability standard for the SDG&E transmission system.

O&M expenses and indirect cost loaders are combined with the annualized capital related cost.  The estimated LRMC for HPD and MPD is presented in Table 7 and Table 8.
	TABLE 7

	PROPOSED LRMC FOR HP DISTRIBUTION SYSTEM

	
	
	
	
	

	
	
	
	
	

	
	Marginal Investment Cost
	$191.71 
	
	/ Mcf

	x
	RECC Factor
	8.50%
	 
	Percent

	=
	Annualized Investment Cost
	$16.30 
	
	/ Mcf

	
	
	
	
	

	
	Expense-Related
	
	
	

	+
	O&M Cost
	$0.70 
	
	/ Mcf

	+
	A&G Cost
	$0.19 
	
	/ Mcf

	+
	General / Common Plant Cost
	$0.05 
	
	/ Mcf

	+
	M&S Cost
	$0.06 
	 
	/ Mcf

	=
	Total Marginal Cost (2009 $'s)
	$17.31 
	 
	$/Mcf 1-35 Pk Day


	TABLE 8

	PROPOSED LRMC FOR MP DISTRIBUTION SYSTEM

	
	
	
	
	

	
	
	
	
	

	
	Marginal Investment Cost
	$1,654.95 
	
	/ Mcf

	x
	RECC Factor
	8.50%
	 
	Percent

	=
	Annualized Investment Cost
	$140.72 
	
	/ Mcf

	
	
	
	
	

	
	Expense-Related
	
	
	

	+
	O&M Cost
	$20.08 
	
	/ Mcf

	+
	A&G Cost
	$5.31 
	
	/ Mcf

	+
	General / Common Plant Cost
	$1.53 
	
	/ Mcf

	+
	M&S Cost
	$0.52 
	 
	/ Mcf

	=
	Total Marginal Cost (2009 $'s)
	$168.16 
	 
	$/Mcf 1-35 Pk Day


VII.
TRANSMISSION RELATED MARGINAL COSTS
SDG&E calculates the Long Run Marginal Transmission Cost using the Total Investment Method (“TIM”) methodology as originally adopted by the Commission in D.92-12-058.  This method estimates marginal cost by dividing cumulative transmission plant investment over a 15-year planning horizon by the increase in Cold-Year Peak-Month demand during the same period of time.

SDG&E proposes to change the demand measure to Cold-Year Throughput for backbone transmission and Cold-Year Peak-Month for local transmission.  Migration to this demand measure is presented in Mr. Schwecke’s testimony.

A.
Transmission LRMC Capital Related Cost

The transmission investment resource plan is sponsored by Mr. Bisi.  In his testimony, he indicates that there is no capital investment required on the SDG&E transmission system to meet the expected incremental demand growth over the next 15 years.

B.
Transmission LRMC Expense Related Cost

Marginal transmission O&M for 2007 is booked to FERC Accounts 850 – 867.  SDG&E removed $1.0 million for compressor station fuel (FERC Account 854) since these are excluded from authorized base margin.  A net total of $10.0 million in direct O&M expenses is applied to the marginal transmission LRMC plus $3.5 million of Reliable Delivery at Otay Mesa (RDOM) expenses.  The total transmission cost is split between backbone transmission and local transmission, allocated at 57% and 43%, respectively.  The backbone transmission cost is divided by the 2006 cold-year throughput and the local transmission cost is divided by 2006 cold-year peak-month.  The direct transmission O&M cost is then loaded with A&G, General Plant, and M&S to determine the fully loaded transmission O&M cost.  

C.
Summary of Proposed Transmission LRMC

Transmission O&M expenses, and associated indirect cost loaders are combined with the annualized capital-related cost.  The estimated Long Run Marginal Transmission Cost is presented at Table 9 and Table 10.  
[image: image1.wmf]TABLE 9

PROPOSED LRMC FOR TRANSMISSION (Backbone)

Total Cumulative Investment

$0

2009 $'s

÷

Total Demand Growth

61,210

                 

 

Mth

=

Unit Transmission Cost

$0.00

$ / Mth

x

RECC Factor

8.65%

Percent

=

Annualized Cost

$0.00

$ / Mth

Expense-Related

+

O&M Cost

$0.08

$ / Mth

+

A&G Cost

$0.02

$ / Mth

+

General / Common Plant Cost

$0.01

$ / Mth

+

M&S Cost

$0.00

$ / Mth

=

Total Annual Marginal Trans Cost (2009 $'s)

$0.11

$ / Mth

TABLE 10

PROPOSED LRMC FOR TRANSMISSION (Local)

Total Cumulative Investment

$0

2009 $'s

÷

Total Demand Growth

61,210

                 

 

Mth

=

Unit Transmission Cost

$0.00

$ / Mth

x

RECC Factor

8.65%

Percent

=

Annualized Cost

$0.00

$ / Mth

Expense-Related

+

O&M Cost

$0.67

$ / Mth

+

A&G Cost

$0.18

$ / Mth

+

General / Common Plant Cost

$0.05

$ / Mth

+

M&S Cost

$0.00

$ / Mth

=

Total Annual Marginal Trans Cost (2009 $'s)

$0.90

$ / Mth


VIII.
COST ALLOCATION
A.
Proposed Marginal Costs

Table 11 shows the proposed marginal costs (expressed in thousands of dollars) for this BCAP.  
	TABLE 11

	SUMMARY OF PROPOSED MARGINAL COST REVENUES

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	Customer-
	
	Demand-Related
	
	Unscaled

	
	Market Segment
	
	Related
	
	MPD
	
	HPD
	
	Transmission
	
	LRMC-Revs

	
	
	
	
	
	
	
	
	
	
	
	

	
	Residential
	
	$152,408 
	
	$50,991 
	
	$5,253 
	
	$8,880 
	
	$217,531 

	
	
	
	
	
	
	
	
	
	
	
	

	
	NGV
	
	$71 
	
	$174 
	
	$71 
	
	$278 
	
	$594 

	
	
	
	
	
	
	
	
	
	
	
	

	
	Core C&I
	
	$9,967 
	
	$13,705 
	
	$1,448 
	
	$3,433 
	
	$28,554 

	
	
	
	
	
	
	
	
	
	
	
	

	
	Noncore C&I
	
	$2,023 
	
	$1,051 
	
	$240 
	
	$741 
	
	$4,055 

	
	
	
	
	
	
	
	
	
	
	
	

	
	EG
	
	$1,278 
	
	$647 
	
	$804 
	
	$12,712 
	
	$15,441 

	
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 
	 

	
	Total
	
	$165,748 
	
	$66,567 
	
	$7,816 
	
	$26,044 
	
	$266,176 


B.
Allocation of Base Margin

This section addresses the allocation of SDG&E base margin using the LRMC methodology.  

For each service function, SDG&E proposes to use the following Marginal Demand Measure (MDM) for cost allocation purposes.  Each MDM reflects the forecast annual average for the 2009 – 2011 BCAP period.  
· Customer-related costs = Number of Customers;

· Medium pressure distribution = 1-in-35 peak day core / 1-in-10 peak day noncore MPD service level peak-day demand;

· High pressure distribution = 1-in-35 peak day core / 1-in-10 peak day noncore HPD service level peak-day demand;

· Transmission = cold year throughput for backbone transmission and cold-year peak month for local transmission.

In D.92-12-058, the Commission stated that “marginal cost revenues need to be scaled to the embedded-based authorized revenue requirement under our ratemaking procedures.”  The current SDG&E base margin for rates effective January 1, 2008 is $224 million.

The Equal Percent of Marginal Cost (“EPMC”) methodology is employed to reconcile the proposed marginal cost revenues of $266 million to the adjusted base margin total (less direct cost assignments).
/  The total system marginal cost is then reconciled to the authorized base margin using a scaling factor.  In this BCAP, marginal cost revenues are scaled at a rate of 84% in order to reconcile to the base margin of $224 million.  The illustrative cost allocation of the 2008 authorized base margin (expressed in thousands of dollars) is presented at Table 12.

	TABLE 12

	PROPOSED COST ALLOCATION OF ADJUSTED BASE MARGIN

	
	
	
	
	
	
	
	
	
	
	

	
	Unscaled
	
	EPMC Scaling
	
	Scaled
	
	NGV Public
	
	Adjusted
	Portion of

	Market Segment
	LRMC-Revs
	
	Factor
	
	LRMC-Revs
	
	Access CNG
	
	Base Margin
	Total

	(A)
	(B)
	x
	(C)
	=
	(D)
	+
	(E)
	=
	(F)
	(G)

	
	
	
	
	
	
	
	
	
	
	

	Residential
	$217,531 
	
	84.1%
	
	$183,000 
	
	n/a  
	
	$183,000 
	81.7%

	
	
	
	
	
	
	
	
	
	
	

	NGV
	$594 
	
	84.1%
	
	$500 
	
	$83 
	
	$583 
	0.3%

	
	
	
	
	
	
	
	
	
	
	

	Core C&I
	$28,554 
	
	84.1%
	
	$24,021 
	
	n/a  
	
	$24,021 
	10.7%

	
	
	
	
	
	
	
	
	
	
	

	Noncore C&I
	$4,055 
	
	84.1%
	
	$3,412 
	
	n/a  
	
	$3,412 
	1.5%

	
	
	
	
	
	
	
	
	
	
	

	EG
	$15,441 
	 
	84.1%
	 
	$12,990 
	 
	n/a  
	 
	$12,990 
	5.8%

	
	
	
	
	
	
	
	
	
	
	

	Total
	$266,176 
	
	84.1%
	
	$223,922 
	
	$83 
	
	$224,005 
	100.0%


This concludes my prepared direct testimony.  










�/ 	SDG&E proposes to directly assign $83,000 (excludes cost of electricity) to the NGV class to reflect the capital and O&M costs of the public access fueling zone of the utility-owned NGV compressed natural gas (“CNG”) stations.  This proposal is predicated on the embedded cost methodology and sponsored at the testimony of Ms. Hom.  
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