Southern California Edison Company’s Final Report on the Feasibility and
Economic Impact of Establishing Public School Electric and Gas Rates that
Would Reflect a Discount from the Current Rate Structure Pursuant to AB

2068

December 11, 2019



Assembly Bill No. 2068, approved on August 27, 2018 and effective January 1, 2019, added
Public Utilities Code (PUC) Section §749.5, which requires the California Public Utilities
Commission (CPUC) to direct each electrical and gas corporation to evaluate and report findings
to the CPUC, by January 1, 2020, on the feasibility and economic impact of establishing public
school electric and gas rates that would reflect a discount from the current rate structure. SCE
provides below the information requested for each of the four items listed in PUC Section
§749.5. Pursuant to Section 749.5(c), the Commission is obligated to compile the reports it
receives from SCE and other electrical and gas corporations and “submit the compilation to the
Legislature, on or before January 1, 2020, in compliance with the requirements of Section 9795

of the Government Code.”

In terms of the general feasibility of providing a discount to public schools, as defined in
Section §749.5, SCE would need to validate the eligibility criteria of customers through the
North American Industry Classification System (NAICS) and determine a periodic process for
continuous vetting of customer eligibility, as eligibility may lapse with change of ownership or
other special circumstance. A public school flag identifier based on a customer’s NAICS criteria
would need to be added in SCE’s billing system to ensure that only eligible customers could
receive the proposed public school discount. Further, some of SCE’s public school customers
take service as complex Net Energy Metering (NEM) customers, including Virtual Net Metering
(V-NEM) and Renewable Energy Self- Generation Bill Credit Transfer (RES-BCT) where the
public school customer represents one of several benefiting accounts subscribed to one solar
generating account. In this case, there would be operational difficulty for SCE to apply a
potential public school discount to only one eligible benefiting complex NEM customer, as the

billing treatment is equivalent for all benefiting accounts in such a complex NEM arrangement.

1- Commercial rate increases in the past five years that affected public schools within the

service territory of each electrical and gas corporation

a- SCE'’s Electric Service
SCE’s commercial rate changes that affect public schools within its service

territory are shown in Table 1-1 below. Rates do not necessarily increase from year to



year as can be seen in the year 2016, when all of SCE’s commercial rates declined from
the prior year’s levels.! The rate levels shown below neither exhibit a pattern nor a trend.
While the majority of SCE’s commercial and industrial (C&I) rates trended upwards over
the five-year period from 2014 to 2019, reflecting moderate increases in rates, the small
C&l rate, TOU-GS-1, trended downwards over the same time period.

To assess the impact of SCE’s commercial rate changes on public schools within
the Company’s service territory, Table 1-2 shows the number of public school accounts
taking service on each rate. The majority of public school accounts receive electric
service on the TOU-GS-2 rate, while others receive service on the TOU-GS-1, TOU-GS-
3, and TOU-8 rates. The TOU-GS-2 rate showed a mild increase of 2.7% over the five-
year period 2014-2019, while the TOU-GS-3 rate increased by 3.4% during that same
period. TOU-GS-1 showed a decrease, dropping 4.4% in 2019 from the rate’s 2014
levels. TOU-8-Sec and TOU-8 Pri both exhibited moderate increases over the same five-
year period, increasing by 1.2% and 1.5%, respectively. Changes in SCE’s commercial
rate levels are reflective of changes in authorized revenue requirements allocated to the
commercial customer class, in addition to changes in volumetric sales attributed to that

customer class.

! The decrease in SCE’s rates in 2016 was a result of over-recovery of the Company’s generation revenue
requirements in the year 2015 that was then corrected and refunded to customers through a 2016 rate decline



Table 1-1 SCE’s C&I Rates Over the Five-Year Period 2014-2019

Southern California Edizon
Historical Average Rates by Rate Group (Nominal ¢/kWh)
Based on Eecorded Revenue and Sales

Bundled Service

2014 2015 2016 2017 2018 2019 Percentage Five-Year Change

2014-2019
Small C&I (< 20 W) TOU-G5-1 181 190 166 176 178 175 4%
Medium C&I (20 EW - 200 KW) TOU-GS-2 169 182 158 172 1792 173 2.7%
Medium C&I (200 EW - 300 W) TOU-GS-3 149 161 145 154 139 154 34%
Large C&I({Sec) TOU-8-Sec 136 147 131 137 142 138 12%
Large C&I(Pr) TOU-3-Pr 123 132 117 125 129 124 1.3%
Large C&I({5ub) TOU-3-3ub 5.6 2.1 13 34 87 5.4 -2.71%

Notes: Eates shown reflects January 1 rate levels for each specified year.
All rates provided reflect bundled service

Table 1-2 SCE’s Public-School Customers Per Commercial Rate Class

Bundled Service?

Rate Schedule |Number of Public School Accounts

TOTU-G5-1 955
TOU-GS-2 1.958
TOU-G5-3 832
TOU-3-Pri 64
TOU-8-5ec 112
Grand Total 3,021

2 SCE serves a total number of 1,379 un-bundled public school customers with electric delivery service, of which
941 represent Community Choice Aggregation (CCA) customers and 438 represent Direct Access (DA) customers.
SCE’s un-bundled public school customers were not included in the cost-shift quantification analyses.



b- SCE’s Gas Service
SCE provides commercial customers on Catalina Island with gas service,’ some of
which are public school customers. SCE’s Catalina Island gas rates over the period
2014-2019 are shown in Table 1-3 below. Commercial gas rates dropped in 2016
compared to 2015 rates and trended upwards over the five-year period 2014-2019. Of
note, there are only four public school customers receiving gas service from SCE on

the island of Catalina.

Table 1-3 SCE’s Commercial Gas Rates Over the Five-Year Period 2014-2019

Southern California Edison
Historical Average Commercial Gas Rates Nominal (5/Therm)
Based on Recorded Revenue and Sales

2014 2015 2016 2017 2018 2019 Percentage Five-Year
Change (2014-2019)
2014-2019)

499 54 378 443 525 5358 11.4%

Notes: FRates shown reflects Janmary 1 rate levels for each specified year.
All rates provided reflect bundled service

2- Economic impact to all ratepayers if all public schools within the service territory

received a discount from the current rate structure

a- SCE’s Electric Service

SCE interprets the phrase “current rate structure” to mean current at the time of
the report submission and not current at the time of the enactment of Assembly Bill 2068
or the addition of PUC Section §749.5. In the analysis provided herein, SCE applied its

rates currently in use and that became effective as of July 2019. SCE performed this

3 SCE owns and operates Catalina Island Gas Company, the sole natural gas supplier for Catalina Island.



analysis for its bundled service public school customers only, which represent 73% of
SCE’s total (bundled and un-bundled) public school customers kWh sales.

SCE chose a proxy public school discount of 10 percent to represent an
illustrative discount to the Company’s public school customers from their current rate
structure. SCE applied this 10% discount to the total sum of public schools’ revenues
collected for their annual 2018 kWh usage using current rates as of July 2019, which
equals roughly $15 million. This amount represents the total cost shift to provide a 10%

discount for its bundled public school customers represented in Table 1-2.

b- SCE’s Gas Service

SCE performed a similar analysis for its propane gas public-school customers on Catalina
Island, using the same proxy discount of 10% to represent an illustrative discount
provided to benefit public school customers. SCE applied this 10% discount to the total
sum of its propane gas public school customers’ revenues on the island of Catalina for

their annual 2018 therm usage using current rates, which equals a total of $2,426.

The impact of planned modifications to the time intervals reflected in time-of-use rates
and to rate design elements, as adopted by the commission and in the planning stages or

proposed by electric and gas corporations.

a- SCE’s Electric Service
The planned modifications to the time intervals reflected in time-of-use rates at the
time of the enactment of Assembly Bill 2068 or the addition of PUC Section §749.5 are
in effect and reflected through current rates. These modifications are changes to SCE’s
Time-Of-Use peak periods that were effective as of March 1%, 2019 and approved in
CPUC Decision (D.) 18-07-006. These changes are:
* The on-peak period for summer weekdays of 4:00pm to 9:00pm replaced the hours of
12:00pm to 6:00pm.
= The mid-peak period of 4:00pm to 9:00pm for summer weekends was created where
there was none before

* The mid-peak period for summer weekdays was eliminated



* The mid-peak period of 4:00pm to 9:00pm for winter weekdays replaced the hours of
8:00am to 9:00pm

» The mid-peak period of 4:00pm to 9:00pm was created for winter weekends where
there was none before

= The super off-peak period from 8:00am to 4:00pm for winter weekdays and weekends
was created where there was none before

= The off-peak period applies to all other hours in the summer and winter

Other modifications to SCE’s rate design elements, effective March 1%, 2019 and
approved in D.18-11-027, are the changes to the methodology for calculating generation
and distribution marginal costs for purposes of revenue allocation. These rate design
modifications will help align rates with time-dependent cost-causation by reducing non-
coincident demand charges. As such, SCE’s new rates are better equipped to send
appropriate price signals that reflect actual grid conditions and encourage customer
adoption of Distributed Energy Recourses (DER) technologies. These changes were
motivated by the State’s policy objective of encouraging the adoption of behind-the-

meter DERs and customer choice via the Commission’s endorsed “DER Action Plan.”*

The combined impact of the modifications to the time intervals reflected in SCE’s
time-of-use rates and of the changes to the rate design elements described above was
beneficial to the public-school customer class as a whole. This makes intuitive sense,
since the majority of public-schools end their operations prior to the start of SCE’s new
on-peak weekday hours of 4:00-9:00pm in the summer season and the new mid-peak
weekday period for the same hours of 4:00-9:00pm in the winter season, when electricity
consumption becomes costlier. In effect, SCE’s newly implemented time-of-use periods
have provided an effective discount to the majority of the Company’s public school

customers by charging lower rates for electricity during their hours of operation. This

4 The Commission endorsed the “DER Action Plan” in 2016 to align the organization’s vision and actions in shaping
California’s distributed energy resource future. More information can be found:
https://www.cpuc.ca.gov/General.aspx?1d=6442458159




advantageous impact of the change in time-of-use peak periods can be seen in the

analyses provided below. Table 1-4 provides the weighted average rate for SCE’s public-

school customers on the Company’s new time-of-use rates per rate group and compares

these to the weighted average rate for the Company’s public school customers on the old

time-of-use periods for each of those rate group classes. As shown in Table 1-4 below,

the weighted average rates for public-school customers, as a whole, is lower on rates with

the newly implemented time-of-use periods; mostly as a result of the public schools’ time

of operations coinciding with the new off-peak and super-off-peak time-of-use periods,

when electricity prices are cheaper.

Table 1-4 Difference Between Weighted Average Rates for Public School Customers
on Old Time-Of-Use Periods and New Time-Of-Use Periods®

Bundled Service

Rate Groups

Average Rate for
Public School

Average Rate for
Public School

Difference in

Average Rates

Percentage

Change in

Customers — Old | Customers —New | (c)=(a)—(b) Average Rates
TOU Periods TOU Periods (cents/kWh) (d) =[(b)/(a)] -1
(cents/kWh) (cents/kWh)
(a) (b)
TOU-GS-1 19.11 17.83 1.28 -6.70%
TOU-GS-2 21.94 18.81 3.13 -14.27%
TOU-GS-3 20.73 17.96 2.77 -13.36%
TOU-8-Sec 18.57 17.05 1.52 -8.19%
TOU-8-Pri 17.55 15.14 2.41 -13.73%

Given that the public-schools customers’ weighted average rates for electricity

have dropped as a result of SCE’s changes to the time-of-use on-peak hours, a percentage

5 Rates provided do not include demand response credits.




discount calculated on top of these already implemented rates would be a higher effective
discount than if the percentage discount was calculated on top of SCE’s old rates with the
expired time-of-use on-peak periods of 12:00pm-6:00pm during summer weekdays and
8:00am-9:00pm mid-peak during winter weekdays. This means that a new public-school
discount on today’s rates, if approved and implemented, would result in an even more
burdensome cost-shift to other customer classes, especially to SCE’s residential class

customers.

b- SCE’s Gas Service
SCE’s Catalina Island propane gas rates are not currently time-differentiated and there
are no planned modifications to provide time-differentiated rates at this time. Therefore,

this section of PUC Section 749.5 is not applicable to SCE’s propane gas service rates.

The cost shifts that would occur, if any, and to which consumers the costs would shift, as
a result of a discounted rate for public schools.

There would be a cost-shift that occurs as a result of providing a discount to
SCE’s public-school customers. Any discount for one group of customers would lead to a
revenue deficiency that would have to be recovered from all other customers. The
magnitude of this cost shift is dependent on the percentage discount applied. The relative
impact on other customer classes who bear the cost-shift burden is influenced by the
allocation methodology used to allocate the revenue recovery deficiency as a result of the
applied discount among all other customer classes. SCE has illustrated in its response to
item number two above, the total cost shift dollar amount of an illustrative 10% discount

to public-school customers. This cost-shift impact on each customer class is as follows:

a- SCE’s Electric Service

SCE allocated the resulting 10% discount calculated in item number two of
roughly $15 million on the basis of each customer class’s contribution to SCE’s total
kWh volumetric sales through the Public Purpose Program (PPP) charge. The discount
was not allocated back to public school customers, as these customers are the subject and

the beneficiaries of the discount and would not be required to fund it. The impact of the



10% public school-discount revenue deficiency on each customer class is an annual

increase in bills recovered through the PPP charge as follows:

o,

¢+ Residential class: annual bill increases of $1.46, or 0.12%

RS

% Lighting and Small Power (LSMP), with the exception of public-school customers:
annual bill increases of:

» (TOU-GS-1): $2.88, or 0.14%

» (TOU-GS-2) $32.22, or 0.15%

» (TOU-GS-3) §225.25, or 0.16%

R/
A X4

Large Power, with the exception of public school customers: annual bill increases of
» (TOU-8-SEC) $773.50, or 0.18%
» (TOU-8-PRI) $1,720.09, or 0.20%
> (TOU-8-SUB) $9,759.02, or 0.26%

R/
A X4

Agricultural class: annual bill increases of
o (TOU-PA-2) $18.46, or 0.17%
o (TOU-PA-3) $203.56, or 0.2%
Street Lighting class: annual bill increases of $4.24, or 0.13%

7
L X4

SCE notes that if the revenue deficiency resulting from the 10% public-schools
discount was allocated on a functional basis to generation, transmission, and distribution

functions, then the residential class’s burden would be higher as a result.

b- SCE’s Gas Service

SCE allocated the resulting 10% discount, or $2,426 calculated in item number two
on the basis of the public school customers’ total forecasted therm sales for 2019. SCE
allocated the public school discount revenue deficiency to its two Catalina Island propane
gas customer classes (residential and non-residential), with the exception of public-school
customers, as these customers are the beneficiaries of this discount and would not be
required to fund it. The impact of the 10% public school-discount revenue deficiency on
each customer class is an annual increase in bills recovered via volumetric charges as
follows:

+ Residential class: annual bill increases of $0.74 or 0.11%.



R/

¢ Commercial and Industrial class, with the exception of public-school customers:

annual bill increases of $13.21 or 0.1%.

Paul Phillips

Bruce Kaneshiro

Masoud Foudeh

Energy Division Compliance (EnergyDivisionCentralFiles@cpuc.ca.gov)
Laura Genao
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Pacific Gas and Electric Company

Assembly Bill (AB) 2068 Evaluation of the Feasibility and
Economic Impacts of Establishing a Public School Electric and
Gas Rate Discount

l. INTRODUCTION AND BACKGROUND

California state Assembly Bill (AB) 2068 required each investor owned
utility (IOU) to provide the California Public Utilities Commission (CPUC) with
certain information and analyses on the feasibility and economic impacts of a
possible gas and electric rate discount for public and charter schools from
kindergarten through the twelfth grade.1 Specifically, AB 2068 provided:

This bill would require the commission to direct all electrical and
gas corporations to evaluate, and report findings to the commission
on, the feasibility and economic impacts of establishing a public
school electric and gas rate that would reflect a discount from the
current rate structure.?2

PG&E hereby provides its report presenting its evaluation and findings based on
the relevant information referenced in AB 2068. This Report along with the other
IOUs’ Reports are expected to be used by the CPUC as part of its overall AB
2068 report to the Legislature, due by January 1, 2020.

PG&E respectfully requests that the CPUC's report to the Legislature
recommend that the factual and ratemaking policy matters necessary to be
considered before adopting any potential schools rate discount should be fully
evaluated in a public ratemaking proceeding conducted by the CPUC.

AB 2068 sets forth four main analytical requirements that the |IOUs must
evaluate and provide to the CPUC. The subiject utilities conferred to develop a
generally consistent approach and broad analytical and presentation framework
for their evaluations of the feasibility and economic impact for all ratepayers if
eligible schools were provided with a special gas and electric rate discount. That
common analytical framework is intended to help facilitate analysis and inter-
utility comparisons by Energy Division staff, the CPUC, and the Legislature.
However, the I0OUs’ presentations may each differ somewhat, due to their diverse

1 This report will use the term “schools” to refer to public and charter schools for students from
kindergarten (K) through the 12t Grade (“K-12”), as defined by AB 2068.

2 pyp. Util. Code, § 749.5(b). AB 2068 (2017-2018 Reg. Sess.) was signed into law by
California Governor Jerry Brown on August 27, 2018 and codified into the Public Utilities
(Pub. Util.) Code Section 749.5. The full text of AB 2068 is provided in Attachment 1, and
Pub. Util. Code Section 749.5 is provided in Attachment 2.



factual circumstances, such as differing gas and electric costs of service and rate
environments, such as the fact that PG&E has yet to implement the new electric
rates with later time-of-use hours.

Accordingly, as a standard basis for evaluation, the IOUs agreed to each
present the estimated impact of an illustrative ten percent school rate discount for
gas and electric service. lllustrative results at this ten percent discount level
could then be linearly or proportionately extrapolated to evaluate the impacts of
alternative levels of discount.

More specifically, this report includes data and analysis responsive to the
four key data elements required by AB 2068 (Pub. Util. Code Section 749.5),
paraphrased as follows:

INFORMATION ITEM #1: Estimation of five years of historical
generalized rate increases schools may have faced. (Section

(b)(1).)

INFORMATION ITEM #2: Economic impact of a school rate
discount on other ratepayers (using the |IOUs’ agreed, illustrative
ten percent discount as the initial standard basis to facilitate
comparison). (Section (b)(2).)

INFORMATION ITEM #3: Impact on schools of later Time-of-Use
(TOU) hours or other rate design changes. (Section (b)(3).)

INFORMATION ITEM #4: Total cost shift caused by a rate
discount for schools. (Section (B)(4).)

While PG&E provides below a synopsis of its findings on these economic impact
issues, it also presents more detailed tables and figures in the Appendix to this
Report.

In addition to the results of its economic impact analysis, PG&E presents
the underlying methodology, inputs, and assumptions supporting its analysis.
PG&E also addresses certain aspects of the feasibility of such a discount, and
briefly highlights numerous policy issues and conflicting considerations raised by
any potential future schools rate discount.

Clearly, a wide range of factual as well as complex policy issues would
need to be carefully considered, with an appropriate and robust record and
opportunity for all concerned to be heard. The CPUC, to which the Legislature
has delegated responsibility to conduct rate design proceedings, has developed
the necessary expertise and has the appropriate procedural mechanisms for
considering such ratemaking issues as this.

Finally, serious equity concerns appear to be raised by the prospect of
changing how public K-12 schools’ energy costs are funded. Moving some such

2



costs away from the state’s generally progressive (income-based) taxation
system to a new CPUC program that would charge the cost of a schools’ rate
discount to all ratepayers would be based on ratepayers’ energy usage without
regard to their income levels. This could end up charging more to low and
moderate-income households of more than two people than if the current state
taxation system continued to be used to cover all schools’ energy costs. Great
care should be taken to fully assess these income equity concerns, before any
decision is made as to whether to proceed in the direction of a new rate discount
at all.

Il RESULTS OF ANALYSIS

As shown in the high-level Executive Summary table below, a possible
gas and electric rate discount for qualified schools within PG&E’s service territory
would necessarily cause other ratepayers’ rates to increase because rate design
is inherently a “zero-sum” exercise. Although an illustrative ten percent discount
was agreed upon, PG&E also provides figures for 20 percent and 30 percent
discounts, simply to illustrate and confirm the linear nature of multiples of a ten
percent discount. PG&E presents the results of its analysis in the order of issues
listed in Section (b) of AB 2068.

The rate increases experienced by the customer class and rate schedules
available to schools over the past five years have generally been in the range of
two to four percent per year for electric service, and three percent for gas
service.

The amount of cost-shift and economic impact on other customers of
potentially adding a schools’ discount in the future would depend on the level the
CPUC might select for any such rate discount. PG&E’s analysis shows that an
illustrative ten percent discount would cause a 0.13 percent system average
electric rate increase for all PG&E customers based on bundled service
customers, while a twenty percent schools discount would result in a 0.25
percent electric rate increase, and a thirty percent schools discount would cause
a 0.38 percent rate increase. PG&E’s analysis was based on (1) comparing
current revenues to proposed revenues, as described further below, and (2)
using the longer-term “proposed” revenues to illustrate the impact of an
illustrative ten percent or alternate level of schools’ discount.



Table A: EXECUTIVE SUMMARY

Table A.1: FIVE YEAR RATE CHANGE HISTORY FOR SCHOOLS

ELEC 2% to 4% increase per year
GAS 3% increase per year

Table A.2: SYSTEM AVERAGE ECONOMIC IMPACT ON OTHER CUSTOMERS OF POTENTIAL
ILLUSTRATIVE SCHOOL DISCOUNTS OF 10, 20 or 30 PERCENT, BASED ON BUNDLED SERVICE

at 10% at 20% at 30%
ELEC 0.13% 0.25% 0.38%
GAS 0.08% 0.17% 0.25%

Table A.3 ANNUAL SCHOOL REVENUES UNDER IMPACT OF OLD VERSUS NEW RATES BEFORE ANY
POTENTIAL ADDITIONAL SCHOOLS DISCOUNT BASED ON BUNDLED RATES

Customers Old Rates New Rates SAVE $ SAVE %
ELEC 7,339 $233,526,817 $228,488,384 $5,038,433 2.16%
GAS 4,825 $50,750,980 $53,528,961 -$2,777,981 -5.47%
TOTAL 12,164 $284,277,797 $282,017,345 $2,260,452 0.80%

Table A.4: ILLUSTRATIVE ANNUAL TOTAL “COST SHIFT” TO OTHER CUSTOMERS FROM POTENTIAL
ILLUSTRATIVE SCHOOL DISCOUNTS OF 10, 20, or 30 PERCENT

at 10% at 20% at30%
ELEC $22,848,838 $45,697,677 $68,546,515
GAS $5,352,896 $10,705,792 $16,058,688
TOTAL $28,201,735 $56,403,469 $84,605,204

PG&E presents the central results of its analysis of a gas and electric rate
discount for public and charter schools, serving kindergarten through twelfth
grade students, in Tables 1 to 8, and in Figures 1 to 2, provided in the Appendix
to this Report, as discussed below.



A. INFORMATION ITEM #1: Five-Year Rate History
1. Five-Year Electric Average Rate History (Table 1)

Section (b)(1) of AB 2068 seeks a five-year history of generalized rate
increases schools may have faced. Accordingly, in Table 1, PG&E provides a
summary of bundled rates on all electric rate schedules from January 1 of each
year from 2014 through 2019. These are based on bundled service schedule
average electric rates for all customers taking service on such rates. These
average rate statistics are not limited to schools as defined in AB 2068, but
encompass all customers in PG&E’s service territory receiving electric service
from PG&E. Data specific to schools or a school rate discount as defined in AB
2068 are provided below in the Appendix in Tables 3 to 8, in response to
Sections (b)(2), (b)(3), and (b)(4) of AB 2068. The specific data for schools also
indicates the number of school accounts taking service on each applicable
electric rate schedule in Table 5. The two right hand columns of Table 1 show
the cumulative percentage increase from 2014 to 2019, and the compound
annual average percentage increase from 2014 to 2019.

In terms of the financial impact on schools of the past five years of rate
increases, many other rate classes have had five years of rate increases well in
excess of those for school rate classes. (Table 5 indicates the rate schedules on
which school electric accounts generally take service.)

2. Five Year Gas Average Rate History (Table 2)

Gas data responsive to Section (b)(1) of AB 2068 is provided in Table 2,
similarly for January 1 of each year from 2014 through 2020. The average gas
rates also reflect bundled or core service, for all customers, not the subject
schools. Again, data specific to schools is provided in Tables 3 to 8 in the
Appendix in response to Sections (b)(2), (b)(3), and (b)(4), and indicates the
number of schools taking service on each applicable gas rate schedule in Table
6. The two right hand columns of Table 2 show the cumulative percentage
increase from 2014 to 2020, and the compound annual average percentage
increase from 2014 to 2020. Again, even more so than on the electric side,
many other gas customer classes received substantially larger gas rate
increases over the six-year period shown, some as high as 20 percent
compounded annually, for noncore service, than for the gas small commercial
class on which most schools take service, with increases of only three percent
compounded per year. (Table 6 indicates the rate schedules on which school
gas accounts generally take service.)



B. INFORMATION ITEM #2: Impact on Other Ratepayers

1. Impact of Potential School Discount on Other Electric Ratepayers
(Table 3)

For ease of scalability of the impact, Table 3 shows the impact of the cost
of an illustrative $20 million in annual school rate discounts, which is slightly
below the $22.8 million at the ten percent discount for each bundled customer
class. As discussed above, the bundled system average percent electric change
would be 0.13 percent for each $20 million in electric school rate discounts. In
developing the increase for each rate schedule, PG&E allocated the cost of the
program based on recovering these amounts in distribution rates based on a
distribution allocation. The Commission may determine that recovery in Public
Purpose Programs is a more appropriate or transparent approach to cost
recovery compared to recovery in distribution rates. If so, an approach to
allocation of these costs used for other Public Purpose Program charges may be
more appropriate.

Whichever approach to allocation the CPUC might adopt, the cost of the
discount would apply to a modest extent to the schools themselves. As the
CPUC and the Legislature are aware, the target level for the residential CARE
discount (under the Commission’s glide path decision) is 35 percent for low
income electric customers, whereas for such customers the gas CARE discount
is 20 percent. Further, for large families that slightly exceed the CARE income
threshold, the FERA discount was initially 12.5 percent but in 2019 was
legislatively mandated to increase to 18 percent. Since the CARE and FERA
discounts are structured as a percent reduction to full rates, the schools discount
would also be funded by these low-income customers, but to a slightly lesser
degree than by non-low-income customers.

2. Impact of Potential School Discount on Other Gas Ratepayers
(Table 4)

In Table 4, the cost-shift or subsidy related to a new gas rate discount for
qualifying schools, as defined in AB 2068, is based on assigning all discount
dollars to the distribution function and recovering these costs through the
distribution rates on the basis of an allocation to the distribution component of all
gas customers’ rates. Table 4 shows the impact of $10 million per year in gas
school rate discounts on all other gas customer classes, based on a distribution
allocation. The $10 million figure is approximately double the estimated $5.4
million in annual discounts for the illustrative 10 percent gas school discount. As
shown, $10 million in annual gas school rate discounts would impose rate
increases generally in the range of one-tenth to three-tenths of a percent. The
average impact of the $5.4 million in annual estimated school gas rate discounts
is 0.08 percent, as shown above in Table A.2. Here again, the schools discount
could be collected in PPP rates, and use an allocation factor more suitable to
PPP cost recovery. Again, regardless of which allocation method is selected, the

6



discount would be funded by CARE customers as well as the schools
themselves.

C. INFORMATION ITEM #3: Impact of Legacy versus New TOU Hours

1. Electric Revenues and Impact of Old versus New TOU Hours for
Schools (Table 5)

As shown in Table 5, the “proposed” annual electric revenues under the
rates with later TOU hours for eligible kindergarten to 12" grade public or charter
schools, as defined in AB 2068, are approximately $228 million per year, spread
across 7,339 accounts. Under an illustrative ten percent electric rate discount for
schools, the total annual discounts would amount to about $22.8 million per year
under the new rates with updated later TOU peak hours of 4 p.m. -9 p.m.3 This
would translate to an average per school account customer electric bill savings of
about $259 per month, although individual schools’ results will vary widely based
on differences in usage.

From this starting point, PG&E projects, through a straight-line proration,
the total effect on electric bills of a potential alternate 20 percent schools rate
discount, which would amount to approximately $46 million per year for all
eligible schools combined (or an average per school customer account electric
bill savings of about $519 per month. Similarly, under an alternate potential
schools electric rate discount of 30 percent, the total electric discount would
amount to approximately $69 million per year for all eligible schools combined (or
an average per school customer account electric bill savings of about $778 per
month, with results varying for individual schools based on usage differences.)

Table 5 provides a breakdown of the estimated number of qualifying
schools on each electric rate schedule, and the aggregate revenues on each rate
schedule under legacy rates as opposed to the new rates with later TOU hours.
The results cited above are based on the figures in Table 5’s column entitled
“Total Annual Proposed Bills.”

In Table 5, all figures are annual, including the final two columns at the
right, which shows the single maximum and minimum annual bill change by rate

3 The mandatory migration of all PG&E commercial customers (including schools) to rates
with the new, updated 4pm — 9pm TOU peak hours and shorter, four-month summer season
is expected to begin in November 2020 and be largely completed by 2021. If all eligible
schools were under the legacy TOU rates, the total annual discount would have amounted to
$23.3 million. However, these different impacts under the legacy rates would be moot once
all customers had been through the mandatory migration. Because the legacy commercial
TOU rates are soon to be phased-out, for the remainder of this Report, PG&E refers to the
“Total Annual Proposed Bills” revenue for eligible schools of $228 million per year under the
updated new rates with later TOU hours as the basis for an illustrative ten percent electric
rate discount, which would amount to approximately $22.8 million in total savings per year
for eligible schools as a group.



schedule for any one customer. As noted in Table A.3, revenue under the new
rates is about $5 million less under the rates with new TOU periods compared to
current legacy rates.

It should be noted that, as shown in line 1 of Table A.3 above, as a group,
schools are already expected to see overall electric bill savings of about $5
million per year, or 2.16 percent per year even if no additional dedicated schools
discount were approved by the CPUC. This is because schools generally have
less electric usage during the updated, later peak hours of 4 p.m. -9 p.m. as
compared with the outdated, legacy Time-of-Use (TOU) peak hours of Noon — 6
p.m. This also reflects that, in general, schools have less usage in the summer,
so they also benefit from the new TOU rates’ shortening of the summer season
from six months to four months, since electric rates are generally higher in the
summer season than in the winter season.

For purposes of Table 5, Direct Access (DA) and Community Choice
Aggregation (CCA) customers were billed as if bundled, based on PG&E’s
component generation rates, in order to estimate the revenues from eligible
subject schools taking DA/CCA service. In preparing this estimate, PG&E has
assumed that the discount would be the same (computed on a dollar basis)
regardless of whether the energy was served by PG&E as a bundled customer or
whether supply was provided by an ESP or CCA. The discount would then be
funded by all customers, either through higher distribution rates or through Public
Purpose Program charges where they would be paid by both bundled service
customers and Direct Access and CCA customers.

The above approach preserves the customer indifference principle
between bundled, DA and CCA service, and follows the practice used for other
types of discounts, such as California Alternate Rates for Energy (CARE)
discounts.

2. Gas Revenues and Impact of Old versus New Rates for Schools
(Table 6)

In Table 6, annual gas revenues for PG&E’s kindergarten to 12" grade
public or charter schools, as defined in AB 2068, are approximately $51 million
for approximately 4,825 accounts under estimated rates expected to be
implemented in January 2020, and $54 million under imminent gas rate changes
that will soon take effect in March 2020. An illustrative ten percent gas rate
discount would equate to annual gas bill discounts of approximately $5.4 million
per year after incorporation of estimated rates for both PG&E’s Annual Gas True-
Up (AGT) in January 2020, and 2018 Gas Cost Allocation Proceeding (GCAP) in
March 2020.

Table 6 also provides a breakdown of the estimated number of qualifying
schools on each gas rate schedule, and the aggregate revenues on each rate
schedule under AGT rates as opposed to the AGT rates combined with the



GCAP rates. Non-core gas customers were billed as if taking bundled service,
based on PG&E’s component gas commodity procurement rates, in order to
estimate the revenues from eligible schools taking non-core service.

Because the legacy gas rates with only the AGT rates will not be in effect
much longer, PG&E refers mainly to the total annual revenue for eligible schools
of $54 million per year under the combined AGT and GCAP rates estimated for
March 2020 as the basis for an illustrative ten percent gas rate discount. Such a
ten percent discount would therefore amount to approximately $5.4 million per
year in gas bill savings spread across all eligible customers. The average per
customer account gas bill savings would be about $92 per month (with monthly
gas bill savings for each school varying based on its specific usage). To illustrate
the straight-line proration or projection intended, for a 20 percent discount, the
total gas school rate discount would amount to approximately $10.7 million per
year spread across all eligible schools’ customers (or an average per school
customer account gas savings of about $185 per month). Similarly, a potential
30 percent schools gas discount, would result in a total savings of approximately
$16.1 million per year spread across all eligible schools (or an average per
school customer account gas savings of about $277 per month, with results
varying depending on each school’s actual usage).

D. INFORMATION ITEM #3: COMBINED GAS AND ELECTRIC
ILLUSTRATIVE DISCOUNT RESULTS

Based on the two tables discussed above, the illustrative ten percent
schools discount would result in a combined gas and electric total discount
amount of approximately $28.2 million per year. If a 20 percent discount were
instead adopted, the combined total would be $56.4 million per year. If a 30
percent discount were instead adopted, the combined annual gas and electric
school discounts would total approximately $85 million per year.

1. School Electric Bill Impacts of New Time-of-Use Hours
(Table 7)

In Table 7, PG&E presents a detailed correlation matrix of joint dollar and
percent average monthly electric bill impacts for the distribution of the estimated
impact on schools as defined in AB 2068 of the change from legacy seasons and
TOU hours on 12:00 noon to 6:00 p.m., with summer defined as May 1 to
October 31, to the new later TOU hours of 4:00 pm to 9:00 p.m., with summer
defined as June 1 to September 30. Table 7 compares bills under legacy
November 1, 2019 rates to the new rates with later TOU hours. These new,
commercial TOU rates became available to schools and other commercial
customers on an opt-in basis beginning November 1, 2019 for a one-year period.
These new rates then become mandatory, with all remaining customers
transitioned to them effective on November 1, 2020.



Evaluation of Table 7 shows that 66.5 percent of all eligible subject 7,339
identified school accounts are already estimated to be receiving a bill decrease
under the new, later TOU hours (compared to their bills on the legacy rates with
legacy seasons and TOU hours). Underlying data indicates that under the old
legacy seasons and TOU hours, 6,154 non-solar school accounts used 16.2
percent of total annual kWh in the legacy summer on-peak hours, but only 7.0
percent of total annual kWh in the new summer on-peak hours.

Tables 7 and 8 use the same format as the bill comparisons filed in
PG&E's last several GRC Phase Il proceedings on marginal cost, revenue
allocation, and rate design. In PG&E’s 2019 Rate Design Window proceeding,
an additional column was added to the right to indicate the average monthly bill
across all customers on each row of the matrix, similar to the entry at the bottom
of each column.

2. School Gas Bill Impacts of Pending Rate Design Changes
(Table 8)

Table 8 presents a detailed correlation matrix of joint dollar and percent
average monthly gas bill impacts for the distribution of the estimated impact on
schools as defined in AB 2068 of the change from AGT rates compared to AGT
plus GCAP rates. More specifically, in PG&E’s 2018 Gas Cost Allocation
Proceeding, the CPUC issued Decision (D.) 19-10-036 in October of 2019, which
approved revenue allocation and rate design revisions across all gas customer
classes. In particular, updated cost allocation will impose an average rate
increase of approximately five percent on the transportation component of small
commercial customer class gas rates where the majority of all subject gas
schools take service. Table 8 compares bills under an estimate of January 1,
2020 rates to the rates estimated for March 1, 2020 after the GCAP cost
allocation is implemented. Since the AGT plus GCAP rates are unilaterally
higher than the rates for only the AGT, all gas customers will obviously receive
bill increases under the combined rates. However, as shown in Table 8, the
majority, or 62.1 percent, receive bill increases of only 2.5 to 5 percent.

3. Annual Monthly School Load Profile (Figure 1)

In Figure 1, provided both here and in the Appendix to this report along
with Figure 2, PG&E provides a depiction of the typical or average school electric
hourly load profile across each month of the entire calendar year. This graph is
limited to non-solar school accounts. As may be generally expected, the average
kWh usage declines in the key summer months, however it reaches its annual
peak level in August and September when the school year typically begins. This
peak usage may reflect the need for air conditioning during the summer months.

Figures 1 and 2 reflect kWh usage data averaged across a selection of
4,252 accounts from the total population of 6,154 total non-solar schools
accounts.
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4. Typical School Weekday vs. Weekend Load Profile (Figure 2)

As may be expected, Figure 2 corroborates lower electric usage by
schools on the weekends. Figures 1 and 2 were based on a randomly drawn
sample of an earlier inquiry prior to the addition of a wider North American
Industry Classification System (NAICS) protocol query, as discussed further
below. As such, Figures 1 and 2 include the usage data of approximately 4,252
schools dispersed across the main commercial and industrial rate schedules A-1,

A-6, A-10, E-19, and E-20, as well as TC-1, OL-1, and LS-1/2/3.4

4 |tis worth noting that the weekend loads shown in Figure 2 are very low compared to the
weekdays of regular school days. This tends to suggest that as a result of the change from
legacy TOU hours, which only apply on weekdays and not on weekends, over to the new
TOU hours, which apply on all 365 days of the year including weekends, schools will be
relatively unaffected by the expansion of the new TOU hours to now include the weekends.
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M. METHODOLOGY

A number of input assumptions and methodological approaches were
used in PG&E’s evaluation and quantification of the items required in AB 2068,
as summarized above. The various underlying assumptions and inputs are
described more fully below.

A. Electric Rates

PG&E’s analyses used its November 1, 2019 electric rates. Two
alternative sets of PG&E’s electric rates for November 1, 2019 were used. The
first set was the legacy rates with Noon to 6:00 p.m. on-peak hours, and six
summer months of May 1 through October 31. The second set was the new,
updated rates, with later TOU hours of 4:00 p.m. to 9:00 p.m. and four summer
months of June 1 through September 30, which became available to customers
on an opt-in basis November 1, 2019 and will become mandatory for all
remaining customers on November 1, 2020. PG&E’s updated new TOU rates
should be the basis for any future longer-term quantifications of discounts and
associated rate impacts, bill impacts, and cost shifts to other ratepayers, because
those will be the mandatory rates for all commercial customers including schools
as of November 1, 2020.

These rates were applied to a full calendar year of 15-minute electric
usage interval data from 2018. Interval usage data is necessary to reframe the
recorded electric usage data from legacy TOU seasons and hours, to the new
later TOU hours and the shorter summer season.

In assessing or estimating bills under the new later TOU hours, only
recorded usage historical data was used, without making any assumption that
customers would adjust or adapt their usage to respond to the new later TOU
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hours. This may tend to overstate the magnitude of electric bills under the new
rates with later TOU hours and could thus overstate the magnitude of an
illustrative ten percent discount for schools.

For solar Net Energy Metering (NEM) customers, PG&E calculated NEM
Annual True-Up Bills based on the imposition of all applicable customer and
demand charges, combined with the annual carryover across twelve months of
the net energy charges associated with all usage and net exports, combined with
a Net Surplus Compensation rate of $0.03152 per kWh for any excess solar
exports. Based on recorded calendar 2018 interval usage, of the total of
approximately 7,339 qualifying electric school accounts, there were 6,154 non-
NEM accounts, and 1,185 NEM accounts.

Of the NEM accounts, 1,185 were identified for a NEM Annual Bill True-
Up calculation, while the remainder were complex NEM accounts, such as
NEMA, or NEM aggregation accounts, for which bill calculation was too difficult
because usage from a central NEM account is assigned to multiple contiguous
accounts or involves multiple technologies.

PG&E also clarifies that while NEM accounts were billed on November
2019 legacy and November 2019 new rates, qualifying NEM accounts will be
able to take grandfathered service on the legacy rates beginning on the
mandatory date for the new commercial rates in November 2020. As those rates
will not exist until November 2020, PG&E has not attempted to bill school NEM
accounts on those rates. However, since the grandfathered solar rates will
update legacy rates with cost-based rate values for the old legacy seasons and
TOU hours, the resulting bills can most likely be expected to fall somewhere
between the lower legacy November 2019 and higher new November 2019 bills.

Finally, while the main commercial sector rates have both legacy and new
versions with later TOU hours, there are some specialized rates that are not TOU
based that PG&E excluded from electric Tables 5 and 7. These include traffic
control Schedule TC-1, outdoor area lighting Schedule OL-1, such as for school
parking lots, and streetlight schedules LS-1, LS-2, and LS-3. However, because
it is ambiguous as to whether the school itself, or some other city or county
jurisdiction pays such bills, PG&E has generally excluded revenues for these
specialized rates from its figures above. However, PG&E has quantified these as
aggregating to approximately $180,000 in total annual revenues, based on
calendar 2018 usage and November 2019 rates, for approximately 625 traffic
control, outdoor area lighting, and streetlight accounts.

In addition, some complicated virtual and multiple technology NEM school
arrangements too difficult to reconstruct and bill at legacy and new rates for
purposes of this AB 2068 evaluation, were also excluded from all of the above
Table 5 and 7 figures. However, PG&E quantifies these to involve annual NEM
revenues of approximately $10 million for approximately 470 such accounts.
Thus, in broad terms, assuming a ten percent discount, the excluded accounts
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would account for an additional $1 million per year in school rate discounts, in
addition to the figures implied by Tables 5 and 7.

B. Gas Rates

Two sets of estimated or illustrative PG&E gas rates for January 1, 2020
were used. As the first set of gas rates, estimated January 1, 2020 gas rates
were used that reflect the impacts of PG&E’s GT&S rate case implemented in
October 1, 2019 rates, combined with a forecast of Annual Gas True-Up (AGT)
rates scheduled to take effect on January 1, 2020, as filed in Advice Letter 4173-
G. For the second set of gas rates, these first set of rates were combined with
the estimated rate changes scheduled to take effect, most likely on March 1,
2020, to incorporate the impact of the combined effects of the AGT and PG&E’s
2018 GCAP. These rates were applied to the full calendar 2018 year of recorded
usage data. Gas usage data is not interval data, but is not needed on an interval
basis, as gas service is not provided on a TOU basis.

The GCAP involved cost allocation expected to impose an average 5
percent increase on gas Schedule G-NR1 transportation rates, the gas rate
schedule on which the majority of eligible subject schools take service from
PG&E. PG&E used a monthly gas commodity or procurement rate which varies
by month to capture the seasonal nature of gas prices, which are lower in the
summer, and higher in the winter, particularly in the peak winter months, as a
general matter, to enhance the accuracy of the estimated total annual gas
revenue amount for the subject schools.

For the gas GCAP impacts, these are the first-year impacts from adopting
an updated gas throughput forecast. All else equal, the GCAP will result in a
partial offset to these rate impacts in year two, when the structural under-
collection due to an outdated throughput forecast is eliminated. Small
Commercial rates would experience a decrease of about 1.7 percent in the
second year.

C. Inflation

For both gas and electric rates and revenues, as well as cost-shift figures
and the associated subsidy impact on other ratepayers, it should be noted that
future gas and electric rates may generally be subject to inflationary pressures.
In that sense, future annual revenues and rate discounts for schools may be
expected to increase, such as based on the rate of inflation or other increases in
IOUs’ revenue requirements. The specific percentage increases applicable in the
future for the electric and gas rate schedules on which the subject schools take
service are not possible to precisely predict. Therefore, PG&E has not
incorporated any inflation or escalation assumptions into the figures provided in
this evaluation report.
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D. IDENTIFYING K - 12th Grade Public Schools

North American Industry Classification System (NAICS) Codes applicable
to public schools from kindergarten through the twelfth grade were used,
excluding sub-codes which identify private schools. Colleges and universities
beyond the twelfth grade were excluded. The following list of NAICS codes
highlights all main categories of schools. However, only the NAICS codes shown
in grey highlighting, below, were used by PG&E to identify the subject schools.
PG&E understands that NAICS codes for public schools also include the
category of “charter” schools that were also identified by AB 2068 to receive or
be evaluated for rate discounts.

610000 Educational Services

611000 Educational Services

611100 Elementary and Secondary Schools

611110 ELEMENTARY SCHOOLS - PUBLIC

611111 ELEMENTARY SCHOOLS - PRIVATE

611112 SECONDARY SCHOOLS - PUBLIC

611113 SECONDARY SCHOOLS - PRIVATE

611114 JUNIOR HIGH SCHOOLS (7 &/OR 8&9 &/OR 10) - PUBLIC

611115 JUNIOR HIGH SCHOOLS (7 &/ OR 8&9 &/OR 10) - PRIVATE
611116 ELEMENTARY AND HIGH SCHOOLS COMBINED

611117 JUNIOR & HIGH SCHOOLS COMBINED

611119 UNIFIED SCHOOL DISTRICTS (GARAGES, OFFICES, ETC.)
611200 Junior Colleges

611210 JUNIOR COLLEGES & TECHNICAL INSTITUTIONS - PUBLIC

611211 JUNIOR COLLEGES & TECHNICAL INSTITUTIONS - PRIVATE
611300 Colleges, Universities, and Professional Schools

611310 COLLEGES, UNIVERSITIES & PROFESSIONAL SCHOOLS - PUBLIC
611311 COLLEGES, UNIVERSITIES & PROFESSIONAL SCHOOLS - PRIVATE

Except for NAICS code 611110 above, the detailed NAICS codes set forth
above in grey are not generally listed in NAICS manuals or other reference
materials. Instead, the level of detail in the gray codes shown above are
customized codes approved by the California Energy Commission (CEC) for use
by utilities to distinguish private from public schools. The codes with a zero in the
sixth digit are generally all that is listed in publicly available NAICS manuals.

There are two NAICS codes: NAICS1 and NAICS2. NAICS1 is for the
general business type, while NAICS2 is for the nature of the business activity for
the service agreement identification number (SAID) at the specific premise. As
an example, a computer manufacture has a NAICS1 of 334111 [Computer and
Peripheral Equipment Manufacturing] describing the primary activity of the
customer, and the SAID or premise may have a NAICS2 describing the specific
use of the SAID — distribution center, retail space, office, R&D.

Accordingly, to identify applicable eligible qualifying schools based on
NAICS codes, PG&E sought to ensure that private entities were excluded.
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Although the nuances of NAICS codes led to more than one iteration in PG&E’s
methodology, which affected the number of accounts included, PG&E ultimately
settled on a wider protocol. For example, earlier queries failed to capture electric
streetlight or outdoor area lighting accounts, such as for school parking lots, and
earlier gas draws failed to capture natural gas vehicle accounts, as well as
accounts that appeared to relate to ineligible private schools but in fact were for
public schools.

Also, PG&E excluded those accounts with NAICS codes related to eligible
schools, but which were taking service under residential rate schedules, or which
included “church,” “military,” “private,” “Christian,” or individual person names in
the account title holder name. Accordingly, PG&E evaluated both the NAICS2
code for a particular premise, as well as the NAICS1 code of the entity that
owned that premise as a cross-check. If either of the NAICS1 or NAICS2 codes
for the entity that owned the premise were flagged as a private rather than public
school, PG&E excluded that premise from its analysis.

Generally, all accounts in PG&E’s billing system are assigned NAICS1
and NAICS2 codes. However, codes are in some cases based on self-reported
information from customers and may change over time with changes of party at
the premise. Therefore, PG&E cannot guarantee the accuracy of the NAICS
codes, which are not used for billing purposes as a general matter. In short,
should such a gas and electric rate discount for schools ultimately be
implemented, extra administrative program costs may result, such as requiring
each eligible school to periodically submit a Form affirming eligibility, for the IOUs
to review, and/or requiring the I0Us to work with the proper school authorities or
jurisdictions to exchange lists of eligible accounts.

IV. OTHER CONSIDERATIONS

If a gas and electric rate discount for schools were required to be
implemented, billing system implementation and balancing account ratemaking
issues would need to be considered, as discussed below. If a potential future
schools discount is to be considered, PG&E reserves the right to expand on
these and any other feasibility and policy issues necessary for the robust record
necessary for CPUC approval.

A. Implementation and Administrative Costs, Timing and Feasibility

If a gas and electric rate discount for qualifying schools had to be
implemented in PG&E's billing system, at a very high level, PG&E currently
preliminarily estimates that it would have to incur an initial implementation cost of
approximately $1.6 million based on estimated costs of similar projects. In
addition, PG&E would expect to incur ongoing administrative costs to monitor
and validate ongoing eligibility for school accounts, or new eligibility for newly
constructed schools. Ultimately, the cost and time requirements will be
determined by the final scope of the Commission approved initiative. PG&E
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would expect to implement these structural and system changes diligently as
time permits, in a manner consistent with smooth operations of the systems
involved. Structural changes necessary to implement this initiative will be
prioritized and coordinated with all other initiatives approved by the Commission,
recognizing that these changes may be significant and may require an extended
implementation period.

B. Ratemaking Considerations

As a practical matter, if an electric or gas rate discount were adopted for
eligible schools, with the discounts recovered from all ratepayers, a balancing
account framework may be necessary. This framework generally involves
balancing accounts to track the amount of the discount against the amount
funded by ratepayers, and to reconcile or true-up the under-collection or over-
collection in a given year by amortizing the balance into rates for the following
year.

A rate discount for schools would presumably similarly require such a
balancing account framework, patterned in a manner similar to other balancing
accounts. The electric AET and gas AGT would then amortize balances into
rates in the following year. In those other cases, the CPUC also authorizes a
certain level of program administrative costs, which are then combined with the
rate discounts, for recovery in rates.

V. POLICY CONSIDERATIONS

Consideration of a potential new gas and electric rate discount for
qualifying schools raises numerous policy issues. Because the process and
content of evaluating such ratemaking policy considerations falls squarely within
the unique expertise of the Commission, PG&E respectfully requests that the
CPUC’s report to the Legislature recommend that the CPUC be ordered to
conduct the necessary participatory public proceeding to create a robust and full
record on all of the factual and ratemaking policy and legal issues involved in any
potential future schools rate discount. The CPUC is best suited to weigh the
related and sometimes conflicting policy implications of such ratemaking
guestions as summarized below.

Alternatively, if the Legislature were to move forward on this issue and
seek to mandate a school rate discount through subsequent legislation, these
same factual and policy and legal issues should be carefully considered.
Whichever jurisdiction conducts future proceedings, PG&E expects that all of the
IOUs, the schools, representatives of other customer classes, and other
interested parties would be afforded a full and fair opportunity to provide
testimony and prepare briefs on such issues as:
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Should a Schools Discount be Allowed at All?

a)

Would a discount for public schools violate Public Utility (Pub. Util.) Code
Sections 451 or 453, for just and reasonable rates, and non-
discriminatory rates, respectively, for similarly situated private schools,
or for public community colleges?

Would a discount for public schools potentially violate Pub. Util. Code
Sections 451 or 453, or create a slippery slope with respect to other
publicly funded services such as fire, police, paramedics, first
responders, hospitals, public health agencies, governmental office
buildings or accounts, charities, non-profit organizations, community
based organizations, public parks, roads and highways, pothole repair,
drug rehabilitation centers, after-school programs, Senior centers, cities
in fiscal crisis, or other types of utility end-users who might also desire a
similar rate discount to any schools discount?

Would recovery of the cost of any schools’ rate discount through all other
ratepayers be more regressive (i.e., not well correlated to income levels)
than continuing to recover those energy costs through the progressive
state taxation system?

If a Schools Discount is Allowed, How Should it be Implemented?

a)

b)

Would it be reasonable to create a separate customer class only for gas
and electric public K-12 schools, and depart from longstanding CPUC
customer class definitions?

Would providing a school rate discount be consistent with the ten rate
design principles the CPUC set forth in the Residential Rate Order
Instituting Investigation in OIR 12-06-013, adopted in Decision 15-07-
001 at page 287

What would be an appropriate magnitude of any potential gas and
electric school rate discount that reasonably balances economic
impacts on other customers? Would a discount that results in charges
that are less than marginal cost be reasonable?

How should the discount be applied to and collected from customers?
Should it be applied on the same basis regardless of energy supplier as
proposed by PG&E above? Should the discount be funded through PPP
or distribution charges? How should the cost of the discount be
allocated among customers?

What are the appropriate recovery mechanisms (e.g., balancing
accounts)?
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f) Should the provision of a rate discount to schools require administrative
certification through signed applicant forms, and should a periodic re-
certification be required?

As a general matter, in the event that a gas and electric school rate
discount were to move forward either in a Commission ratemaking proceeding
and/or through further Legislative proceedings, PG&E respectfully requests that it
and all other interested parties be afforded the opportunity to fully participate in
all such proceedings to assess the relevant issues, including but not limited to
those outlined above. Such participation should include an opportunity to provide
prepared testimony, participate in hearings, and provide post-hearing briefs,
among other things, as provided for in the CPUC’s long-established Rules of
Practice and Procedure governing ratemaking proceedings.

VI. CONCLUSION

In this Report, PG&E has estimated that the schools covered by AB 2068
will already be benefiting from the revision to electric rates with new later time-of-
use hours, by reducing approximately $234 million in current revenues to
approximately $228 million, a reduction of $5 million, or two percent. These
estimated electric revenues of $228 million per year, combined with gas school
revenues of $54 million per year, would under an illustrative ten percent discount
provide schools, as a group, with an estimated $28 million dollars per year in gas
and electric rate relief, subsidized by rate increases to other ratepayers. This
subsidy amount may be expected to increase over time with inflation. Further, if
a 30 percent discount were adopted, instead, the school rate discounts would
total $85 million per year, with rate impacts to other customers also three times
higher than under the ten percent illustrative base case.

In addition, estimates for comparable work suggest implementation costs
of approximately $1.6 million. PG&E also would expect additional ongoing
administrative costs to monitor and update program eligibility. Finally, regulatory
balancing accounts would need to be established to ensure that the discount
amounts match gas and electric component revenues, with under-collections or
over-collections amortized into rates the following year.

This Report notes concerns about the advisability of shifting from
taxpayers to 10U ratepayers the mechanism for funding a portion of this one,
energy aspect of funding the costs of operating public K-12 schools. As
discussed above, there are numerous complex statutory and policy concerns that
the Commission and the Legislature should consider before deciding whether to
impose the costs of such a gas and electric schools rate discount on all other
ratepayers. PG&E respectfully requests that the Commission’s report advise the
Legislature of these complex issues and recommend that the Legislature refer
these issues back to the CPUC for consideration through a robust ratemaking
regulatory proceeding in which all interested parties can participate to create the
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necessary full and complete record. Regardless of whatever jurisdiction(s) takes
up further consideration of a potential future schools’ discount, PG&E reserves its
right to participate in the consideration of this issue should it move forward either
in the Legislature and/or at the Commission.
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PACIFIC GAS AND ELECTRIC COMPANY
EVALUATION OF AB 2068 SCHOOL RATE DISCOUNT

Attachment 1 — Assembly Bill (AB) 2068

Assembly Bill No. 2068

CHAPTER 208

An act to add Section 749.5 to the Public Utilities Code, relating to
electricity.

[Approved by Governor August 27, 2018. Filed with Secretary
of State August 27, 2018.]

LEGISLATIVE COUNSEL’S DIGEST

AB 2068, Chu. Electricity: rates: public schools.

Under existing law, the Public Utilities Commission has regulatory
authority over public utilities, including electrical corporations and gas
corporations, as defined, while local publicly owned electric and gas utilities,
as defined, are under the direction of their governing boards. Existing law
authorizes the Public Utilities Commission to fix the rates and charges for
every public utility, and requires that those rates and charges be just and
reasonable. Existing law requires public utilities to develop programs in
cooperation with local school districts to reduce their electricity and gas
bills through conservation and improvements in efficiency.

This bill would require the commission to direct all electrical and gas
corporations to evaluate, and report findings to the commission on, the
feasibility and economic impacts of establishing a public school electric
and gas rate that would reflect a discount from the current rate structure.
This bill would require the commission to compile these reports and submit
this compilation to the Legislature, by January 1, 2020. Because a violation
of the commission’s directions would be a crime, this bill would impose a
state-mandated local program.

The California Constitution requires the state to reimburse local agencies
and school districts for certain costs mandated by the state. Statutory
provisions establish procedures for making that reimbursement.

This bill would provide that no reimbursement is required by this act for

a specified reason.
The people of the State of California do enact as follows:

SECTION 1. The Legislature finds and declares the following:

(a) The state’s public schools are nonprofit entities that provide a wide
range of public benefits.

(b) The state has invested in energy efficiency improvements in public
schools to reduce climate pollution and energy costs; however, energy needs
are still great as schools are constantly improving and adapting to

technological and operational essentials.
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EVALUATION OF AB 2068 SCHOOL RATE DISCOUNT

Attachment 1 — Assembly Bill (AB) 2068

Ch. 208 —2—

(c) Public schools spend the same amount on energy bills as they do on
books and supplies annually. :

(d) Recently, many public schools have experienced electricity rate
increases that resulted in financial constraints and less funding for direct
student services.

. (e) The California Constitution and the Public Utilities Code authorizes

the Public Utilities Commission to review and approve rates proposed by
the public utilities in the state that reflect expenses and authorized revenue
requirements. '

(f) There are different rates for different energy users such as residential,
commercial, and industrial; schools are under the commercial category.

(g) The Public Utilities Commission, in August 2017, made the
recommendation, as part of the Decision Revenue Allocation and Rate
Design for San Diego Gas & Electric Company (D17-08-030), that San
Diego Gas & Electric Company develop a schools-only rate separate from
the medium or large commercial and industrial class rates.

SEC. 2. Section 749.5 is added to the Public Utilities Code, to read:

749.5. (a) For the purposes of this section, “public school” means a
public school, including a charter school, maintaining a kindergarten, or
any of the grades 1 to 12, inclusive.

(b) The commission shall, as part of its ratesetting process, direct each
electrical and gas corporation to evaluate and report findings to the
commission, by January 1, 2020, on the feasibility and economic impact of
establishing public school electric and gas rates that would reflect a discount
from the current rate structure. The report shall include, but not be limited
to, the following:

(1) Commercial rate increases in the past five years that affected public
schools within the service territory of each electrical and gas corporation.

(2) Economic impact to all ratepayers if all public schools within the
service territory received a discount from the current rate structure.

(3) The impact of planned modifications to the time intervals reflected
in time-of-use rates and to rate design elements, as adopted by the
commission and in the planning stages or proposed by electric and gas
corporations.

(4) The cost shifts that would occur, if any, and to which consumers the
costs would shift, as a result of a discounted rate for public schools.

(c) The commission shall compile the reports required in subdivision
(b) and submit the compilation to the Legislature, on or before January 1,
2020, in compliance with the requirements of Section 9795 of the
Government Code.

SEC. 3. No reimbursement is required by this act pursuant to Section 6
of Article XIII B.of the California Constitution because the only costs that
may be incurred by a local agency or school district will be incurred because
this act creates a new crime or infraction, eliminates a crime or infraction,
or changes the penalty for a crime or infraction, within the meaning of
Section 17556 of the Government Code, or changes the definition of a crime

within the meaning of Section 6 of Article XIIIB of the California
Constitution.
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Attachment 2 — Public Utilities Code Section 749.5

749.5.

(a) For the purposes of this section, “public school” means a public school, including
a charter school, maintaining a kindergarten, or any of the grades 1 to 12,
inclusive.

(b) The commission shall, as part of its ratesetting process, direct each electrical
and gas corporation to evaluate and report findings to the commission, by January
1, 2020, on the feasibility and economic impact of establishing public school electric
and gas rates that would reflect a discount from the current rate structure. The
report shall include, but not be limited to, the following:

(1) Commercial rate increases in the past five years that affected public schools
within the service territory of each electrical and gas corporation.

(2) Economic impact to all ratepayers if all public schools within the service territory
received a discount from the current rate structure.

(3) The impact of planned modifications to the time intervals reflected in time-of-
use rates and to rate design elements, as adopted by the commission and in the
planning stages or proposed by electric and gas corporations.

(4) The cost shifts that would occur, if any, and to which consumers the costs
would shift, as a result of a discounted rate for public schools.

(c) The commission shall compile the reports required in subdivision (b) and
submit the compilation to the Legislature, on or before January 1, 2020, in
compliance with the requirements of Section 9795 of the Government Code.

(Added by Stats. 2018, Ch. 208, Sec. 2. (AB 2068) Effective January 1, 2019.)
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ELECTRIC
SUMMARY

BDLD RESULTS

Class/Schedule
RESIDENTIAL
E-1

EL-1

E-7

EL-7

E-8

EL-8

TOTAL RES

SMALL L&P
A-1

A-6

A-15

TCA

TOTAL SMALL

MEDIUM L&P
A10T

A-10P

A-10S

TOTAL MEDIUM

E-19 CLASS
E-19FIRMT
E19VT

Total E-19 T

E-19 FIRM P
E-19VP
Total E-19 P

E-19 FIRM S
E-19V S
Total E-19 8

E19T
E-19P
E-19S
TOTAL E-19

STREETLIGHTS

STANDBY
STANDBY T
STANDBY P
STANDBY S
TOTAL STANDE

AGRICULTURE
AG-1A
AG-RA
AG-VA
AG-4A
AG-5A
AG-1B
AG-RB
AG-VB
AG4B
AG4C
AG-5B
AG-5C

Total AG A
Total AG B
TOTAL AG

E-20 CLASS
E-20 FIRM T
FPPT
TOTAL

E-20 FIRM P
FPP P
TOTAL

E-20 FIRM S
FPPS
TOTAL

E-20T
E-20 P
E-20S
TOTAL E-20

SYSTEM

Jan-2014
Total
Proposed
Rates

$0.19904
$0.09738
$0.18791
$0.09721
$0.22616
$0.09315
$0.17455

$0.19567
$0.18818
$0.53937
$0.18623
$0.19408

$0.12812
$0.15914

$0.17437
$0.17423

$0.11870

$0.12797
$0.12054

$0.14358
$0.14319
$0.14347

$0.15434

$0.14835
$0.15012

$0.12054
$0.14347
$0.15012
$0.14954

$0.18100

$0.11730
$0.23059
$0.25282
$0.12830

$0.30002
$0.22308
$0.22371
$0.25210
$0.18192
$0.23905
$0.20749
$0.19227
$0.19481
$0.18529
$0.12757
$0.12308

$0.24116
$0.13647
$0.14421
$0.10232
$0.10232
$0.13019
$0.13019
$0.14283
$0.14283
$0.10232
$0.13019
$0.14283

$0.12148

$0.16313

Jan-2015
Total
Proposed
Rates

$0.20345
$0.11551
$0.18142
$0.11598
$0.21003
$0.11037
$0.18145

$0.21152
$0.20341
$0.57834
$0.20489
$0.21010

$0.14084
$0.17110
$0.18515
$0.18503

$0.12855

$0.12859
$0.12856

$0.15225

$0.15265
$0.15235

$0.16609
$0.15992
$0.16193

$0.12856
$0.15235
$0.16193
$0.16107

$0.19351

$0.12770
$0.30620
$0.26041
$0.13823

$0.31372
$0.23206
$0.23473
$0.25809
$0.19390
$0.25318
$0.21395
$0.20285
$0.20819
$0.19184
$0.13603
$0.12805

$0.24724
$0.14432
$0.15237
$0.10608
$0.10608
$0.13908
$0.13908
$0.15216
$0.15216
$0.10608
$0.13908
$0.15216

$0.12924

$0.17176

%
Change

2.22%
18.62%
-3.45%
19.31%
-7.14%
18.49%

3.95%

8.10%
9.26%
7.23%
10.02%
8.26%

9.93%
7.51%
6.18%
6.20%

8.29%
0.48%
6.65%

6.04%
6.60%
6.19%

761%
7.79%
7.87%

6.65%
6.19%
1.87%
7.71%

6.91%

8.86%
32.79%
3.00%
7.74%

4.57%
4.02%
4.92%
2.38%
6.59%
5.91%
3.11%
5.50%
6.87%
3.53%
6.63%
4.06%

2.52%
5.75%
5.65%
3.68%
3.68%
6.83%
6.83%
6.53%
6.53%
3.68%
6.83%
6.53%

6.38%

5.29%

PACIFIC GAS AND ELECTRTRIC COMPANY
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Table 1: Five-Year Electric Average Rate History

Jan-2016
Total
Proposed
Rates

$0.21183
$0.12569
$0.19633
$0.13355
$0.23256
$0.12919
$0.18967

$0.22123
$0.21231
$0.48859
$0.20014
$0.21948

$0.13784
$0.17326
$0.19159
$0.19142

$0.11947
$0.13250
$0.12175

$0.15156
$0.15188
$0.15166

$0.16615
$0.16506
$0.16538

$0.12175
$0.15166
$0.16538
$0.16423

$0.21037

$0.13821
$0.26741
$0.28085
$0.15417

$0.35326
$0.24920
$0.25320
$0.28533
$0.21239
$0.27714
$0.24744
$0.21850
$0.22471
$0.20952
$0.15136
$0.13699

$0.27042
$0.15766
$0.16608
$0.10391
$0.10391
$0.14142
$0.14142
$0.15582
$0.15582
$0.10391
$0.14142
$0.15582

$0.12990

$0.17776

%
Change

4.12%
8.82%
8.22%
15.15%
10.73%
17.05%
4.53%

4.59%
4.37%
-15.52%
-2.32%
4.47%

-2.13%
1.26%
3.48%
3.45%

-7.06%
3.04%
-5.29%

-0.45%
-0.50%
-0.46%

0.04%
3.21%
2.13%

-5.29%
-0.46%
2.13%
1.96%

8.71%

8.23%
-12.67%
11.69%
11.53%

12.60%
7.39%
7.87%

10.56%
9.54%
9.46%

15.66%
7.72%
7.94%
9.22%

11.27%
6.99%

9.37%
9.24%
8.98%

-2.05%
-2.05%
1.69%
1.69%
2.40%
2.40%
-2.05%
1.69%
2.40%

0.51%

3.50%

Jan-2017
Total
Proposed
Rates

$0.22742
$0.13001
N/A
N/A
N/A
NA
$0.19971

$0.22665
$0.21803
$0.60969
$0.21663
$0.22515

$0.14615
$0.18974
$0.20063
$0.20053

$0.12955
$0.13510
$0.13199

$0.16155
$0.16190
$0.16164

$0.18037
$0.17621
$0.17767

$0.13199
$0.16164

$0.17767
$0.17618

$0.21785

$0.13534
$0.32371
$0.23739
$0.14608

$0.34719
$0.25348
$0.25992
$0.29976
$0.22630
$0.27429
$0.24942
$0.22859
$0.24158
$0.21945
$0.16410
$0.14798

$0.27911
$0.16854
$0.17606
$0.11502
$0.11502
$0.15022
$0.15022
$0.16620
$0.16620
$0.11502
$0.15022
$0.16620

$0.13985

$0.18779

%
Change

7.36%
3.43%
N/A
N/A
N/A
N/A
5.30%

2.45%
2.70%
24.79%
8.24%
2.58%

6.03%
9.52%
4.72%
4.76%

8.44%
1.96%
8.40%

6.59%
6.60%
6.58%

8.56%
6.76%
7.43%

8.40%
6.58%
7.43%
7.27%

3.56%

-2.07%
21.06%
-18.38%
-5.25%

-1.72%
1.72%
2.66%
5.06%
6.55%

-1.03%
0.80%
4.62%
7.51%
4.74%
8.41%
8.02%

3.21%
6.90%
6.02%
10.69%
10.69%
6.22%
6.22%
6.66%
6.66%
10.69%
6.22%
6.66%

7.65%

5.64%

Jan-2018
Total
Proposed
Rates

$0.23188
$0.13729
N/A
N/A
N/A
N/A
$0.20498

$0.23103
$0.22241
$0.61407
$0.22101
$0.22953

$0.14974
$0.19374
$0.20430
$0.20420

$0.13192
$0.13813
$0.13464

$0.16411
$0.16477
$0.16427

$0.18292
$0.17849
$0.18004

$0.13464
$0.16427
$0.18004
$0.17857

$0.22009

$0.13846
$0.32680
$0.23762
$0.14917

$0.34986
$0.25614
$0.26258
$0.30242
$0.22897
$0.27695
$0.25209
$0.23125
$0.24424
$0.22211
$0.16676
$0.15064

$0.28177
$0.17120
$0.17872
$0.11767
$0.11767
$0.15276
$0.15276
$0.16916
$0.16916
$0.11767
$0.15276
$0.16916

$0.14250

$0.19172

%
Change

1.96%
5.60%
N/A
N/A
N/A
N/A
2.64%

1.93%
2.01%
0.72%
2.02%
1.95%

2.45%
2.10%
1.83%
1.83%

1.83%
2.24%
2.01%

1.58%
1.77%
1.63%

1.41%
1.29%
1.33%

2.01%
1.63%
1.33%
1.36%

1.03%

2.30%
0.95%
0.10%
2.12%

0.77%
1.05%
1.02%
0.89%
1.18%
0.97%
1.07%
1.17%
1.10%
1.21%
1.62%
1.80%

0.95%
1.58%
1.51%
231%
2.31%
1.69%
1.69%
1.78%
1.78%
231%
1.69%
1.78%
1.90%

2.09%

Jan-2019
Total
Proposed
Rates

$0.22960
$0.13158
N/A
N/A
N/A
NIA
$0.20215

$0.23892
$0.22832
$0.62394
$0.22822
$0.23704

$0.15732
$0.19979
$0.21214
$0.21203

$0.12824
$0.14017
$0.13227

$0.16443

$0.16234
$0.16388

$0.18955

$0.18359
$0.18557

$0.13227
$0.16388
$0.18557
$0.18345

$0.23093

$0.15398
$0.42402
$0.25515
$0.16569

$0.35545
$0.26192
$0.26702
$0.30438
$0.23241
$0.28758
$0.25744
$0.22869
$0.25118
$0.23341
$0.18481
$0.16131

$0.29170
$0.19160
$0.20134
$0.12284
$0.12284
$0.15775
$0.15775
$0.17478
$0.17478
$0.12284
$0.15775
$0.17478

$0.14762

$0.19553

%
Change

-0.98%
-4.16%
N/A
N/A
N/A
N/A
-1.38%

3.41%
2.65%
1.61%
3.26%
3.27%

5.07%
3.13%
3.84%
3.83%

-2.79%
1.48%
-1.76%

0.20%
-1.48%
-0.23%

3.62%
2.86%
3.07%

-1.76%
-0.23%
3.07%
2.73%

4.93%

11.21%
29.75%

7.38%
11.07%

1.60%
2.26%
1.69%
0.65%
1.51%
3.84%
2.12%
-1.11%
2.84%
5.09%
10.82%
7.08%

3.52%
11.92%
12.65%

4.40%

4.40%

3.26%

3.26%

3.32%

3.32%

4.40%

3.26%

3.32%

3.59%

1.99%

Jan-2014
to
Jan-2019
Cumulative
%
Change

15.35%
35.13%
N/A
N/A
N/A
N/A
15.81%

22.10%
22.64%
15.68%
22.55%
22.15%

22.79%
25.54%
21.66%
21.69%

8.04%
9.53%
9.73%

14.52%
13.37%
14.23%

22.81%
23.75%
23.62%

9.73%
14.23%
23.62%
22.68%

27.59%

31.27%
83.88%

0.92%
29.14%

18.47%
17.41%
19.36%
20.74%
27.76%
20.30%
24.08%
18.94%
28.93%
25.97%
44.87%
31.08%

20.96%
40.40%
39.61%
20.06%
20.06%
21.16%
21.16%
22.36%
22.36%
20.06%
21.16%
22.36%

21.51%

19.86%

Jan-2014
to
Jan-2019
Compound
Annual %
Change

2.9%
6.2%
N/A
N/A
N/A
NIA
3.0%

41%
4.2%
3.0%
4.2%
4.1%

4.2%
4.7%
4.0%
4.0%

1.6%
1.8%
1.9%

27%
2.5%
2.7%

4.2%
4.4%
4.3%

1.9%
2.7%
4.3%
4.2%

5.0%

5.6%
13.0%
0.2%
5.2%

3.4%
3.3%
3.6%
3.8%
5.0%
3.8%
4.4%
3.5%
5.2%
4.7%
1.7%
56%

3.9%
7.0%
6.9%
3.7%
3.7%
3.9%
3.9%
4.1%
4.1%
3.7%
3.9%
4.1%

4.0%

3.7%

APP-4



'l ¥snBny aAR0Ye Sajes SES Ul papnjou; a1am S}S00 DHD SBD '9A0qE UMOYS Sajel 60T '} Alenuer ul Buipels jusuodwos 100 [euonelad pue 1500 aoueldwon DHO (EUOHIPPE U apnjoUl SIaWWoisno |[e Aq pied sajes Uolepodsuel | pa|

‘8loc

[BULIBY L 3AREIHIU| Je[os BIUIOJIIED 8y} Jo A1anodal 1500 pue sajel (Sddd-D) abieyoing weibold asodind olignd §,3:99d J0 Uoluod IyyD ay Wwoy jdwaxs a1e pue sjes pajpung (210} 5,3%99d JO 44O JUNODSIP %0Z B 9AI30a) SIBWIOISND THVD

%30T %v 102 %L € 65008 %0 L9k 89008 %z 8T 920°0% %W Ge- 80008 %0°€E Zh0'0$ %2 15 50003 61008 3U0GNOBg — UONEIAUSD OHRBE 02
%61 %Z'Z6h %t 191°0$ %60E 89108 %9'5Z 821°0$ %y BLL Z0L°0$ %902 180°0$ %a b~ 08008 55008 UOISSILISUBL | /UOHNGUSIC — UOHEIOUSD DRl 61
%e'Sh %brel %Ze- 061°0$ %5'ST 16108 %G9l L51°08 %EBLL yEL08 %L'6 190°0$ %80€" 950°0$ 180°08 UOISSIWSUEIL — ADN 3J0OUON passaidwooun gl
%eLL %0°06 %8'e- 15E°08 %@'SL 09808 %E 0L LLE0$ %182 282°0$ %S'E 61208 %09k z12°0$ 28108 uolnguIsiq — AN 2100UoN passaiduiooun L)
%v'oL %608 %S 86008 %YL £01°0$ %E'8Z 080°08 %e'T 14008 %Z'T 9008 %S LL- 540'0$ 5008 auogyoeg — [emisnpul 9l
%6'EL %ygLL %l 80Z°0% %8'EZ €12°0$ %6yl zLL08 %868 05108 %09 6003 %Lz 008 56008 UoissisUBIL — [BIASNPY] G
%Ll %868 %E0 11£°08 %¥SL 9/£°08 %¥'6 928°08 %8'vZ 862°0$ %Ly 66208 %Sk 62208 661°0% uonnguisia - [euisnpul L

. STILILNT AI¥IAOINON
- HOONON TIVLIM—ATINO LHOdSNVNL €}
%Sy %€08 %60 61618 %e'9 206'L$ %E L 06L'1$ %LT €8s %e'T S9LL$ %z LL 9zL18 Uyl AON 210 passaidwod gzl
%LYL %Z'8Z) %50 82y'0$ %0l 9zv'08 %06 98e'08 %L'88 ¥5E'08 %v 0L 88108 %6- 0108 88108 AON 2100 passaidwooun |}
%ol %.e8 %8'g- 0v5'0$ %6 6508 %8S 0e5°08 %Ly 105°0$ %b'6 5208 %L'6 ¥2¢'0$ S62°08 JeojowwoD abie] oL
%S'LL %E'T6 %Z'S 98'0$ %98 128'0$ %ty 952°08 %S'1T vZL'08 %g'Y 96508 %992 695°0$ 6vb°0$ TYVO-UON [Bfo1aUWIWIOD [[eWws 6
%L°0L %b'8L %z'0 96Z'1$ %8'L ¥6Z'1$ %S'T 00Z'1$ %L AT %E'6 060'L$ %z LE 16608 12008 JYVO-UON [ERUapISaY g
THOO TVLII—ATINO LHOdSNVAL L
%g'L %S'LL %Z'0- 59128 %e'S 69128 %6'G- 190°2$ %Sy 16128 %9'e- 960°2$ %0k eL1'es ov6'L$ AN 2100 passaidwod 9
%S0 %8'Z %6°2- 1908 %9'S ¥69°06 %0k~ 15908 %z Ly zeL'08 %0'9L- 815°0$ %6'S- 11908 959'0$ AN 2100 passaidwooun S
%9°0 %b'e %z L 88.°08 %LS 6v8°0$ %88 £08°0$ %28 188°0$ %l L 189°0% %L €108 29L°0$ [eloIsWwWI0D abieT] ¥
%i'e %661 %6'L Ll %8s 0zZL'LS %9 850°L$ %08l vEL'LS %9'8- 196'0% %v ol 150°1$ 25608 TYVO-UON [Blo1aWW00 [lewS €
%Ly %S'LT %L1 16518 %6'S 609°L$ %06~ 6L5'LS %58 865°1$ %91 elyL$ %661 16Y'L$ 8rz'Le TYVO-UON [efuapisaY z
. 340D IV.LI¥—a3IaNNg }

%lenuuy - oBueyde,  IDUBUD % 0zoz-uer  9BURUD %  GLOZ-UEM  9BUBUD %  gLOz-Uer | obUBUD %  ZL0Z-UBr  9BUEBUD %  9Loz-Uel  eBUEUD %  SLOZ-Uer  plLoz-uer 7 SSE[D JoWoFsny ON dul]

punodwon  aApeINWNY

020Z-7L0Z  020Z-7L0Z

AYOLSIH 3LVd SYO IOVHIAY dVIA-IAI4 T 3T78V.L

LNNOJSIA LV TOOHOS 8902 8V 40 NOILYNIVAI
ANVANOD OI¥.LOT ANV SVY9 DIdIovd

APP-5



PACIFIC GAS AND ELECTRTRIC COMPANY
EVALUATION OF AB 2068 SCHOOL RATE DISCOUNT

Table 3: Impact of Potential School Discount on Other Electric Ratepayers

BDLD RESULTS

Class/Schedule
RESIDENTIAL
E-1

EL-1

TOTAL RES

SMALL L&P
A-1

A-6

A-15

TC-1

TOTAL SMALL

MEDIUM L&P
A10T

A-10P

A-108

TOTAL MEDIUM

E-19 CLASS
E-19FIRMT
E-19VT

Total E-19 T

E-19 FIRM P
E-19VP
Total E-19 P

E-19 FIRM §
E-19VS
Total E-19 S

E-19T
E-19P
E-19S
TOTAL E-19

STREETLIGHTS

STANDBY
STANDBY T
STANDBY P
STANDBY S
TOTAL STANDBY

AGRICULTURE
AG-1A
AG-RA
AG-VA
AG-4A
AG-5A
AG-1B
AG-RB
AG-VB
AG-4B
AG-4C
AG-5B
AG-5C

Total AG A
Total AG B
TOTAL AG

E-20 CLASS
E-20 FIRM T
FPPT
TOTAL

E-20 FIRM P
FPP P
TOTAL

E-20 FIRM S
FPPS
TOTAL

E-20T
E-20 P
E-20S
TOTAL E-20

SYSTEM

Nov-2019 2019
Total Total Total
Dist Proposed Sales Proposed
Revenue Revenue (kWh) Rates

$1,151,865,754 $3,033,455,674 13,211,774,079 $0.22960
$64,637,559 $676,261,620 5,139,397,020 $0.13158
$1,216,503,313 $3,709,717,294 18,351,171,100 $0.20215
$339,909,341 $962,200,379 4,027,344,822 $0.23892
$65,321,769 $195,991,472 858,414,772 $0.22832
$156,007 $206,745 331,356 $0.62394
$2,068,595 $5,096,787 22,332,660  $0.22822
$407,455,712 $1,163,495,383 4,908,423,610 $0.23704
$34,488 $352,390 2,239,893 $0.15732
$1,696,222 $7,179,436 35,934,529 $0.19979
$250,099,961 $1,041,856,171 4,911,138,774 $0.21214
$251,830,671 $1,049,387,998 4,949,313,196 $0.21203
$265,010 $2,285,142 17,818,828 $0.12824
$75,959 $1,275,099 9,096,964  $0.14017
$340,969 $3,560,241 26,915,792 $0.13227
$13,821,934 $70,015,231 425,796,185 $0.16443
$4,463,066 $24,601,056 151,539,720 $0.16234
$18,285,000 $94,616,287 577,335,905 $0.16388
$83,377,342 $376,722,540 1,987,493,501 $0.18955
$162,569,887 $734,043.417 3,998,331,572 $0.18359
$245,947,229 $1,110,765,957 5,985,825,073 $0.18557
$340,969 $3,560,241 26,915,792 $0.13227
$18,285,000 $94,616,287 577,335,905 $0.16388
$245,947,229 $1,110,765,957 5,985,825,073 $0.18557
$264,573,198 $1,208,942,485 6,590,076,770 $0.18345
$19,410,880 $40,732,189 176,380,675 $0.23093
$6,720,082 $46,700,617 303,282,978 $0.15398
$3,159,606 $5,213,242 12,294,830 $0.42402
$497,686 $1,063,837 4,169.471 $0.25515
$10,377,374 $52,977,697 319,747,279 $0.16569
$2,951,259 $5,215,917 14,674,301 $0.35545
$2,045,396 $4,267,889 16,294,435 $0.26192
$1,408,142 $2,851,224 10,677,941 $0.26702
$64,341,400 $117,782,305 386,958,686 $0.30438
$7,489,322 $19,968,680 85,918,742 $0.23241
$8,372,728 $18,099,163 62,936,736 $0.28758
$1,994,865 $4,232,451 16,440,529 $0.25744
$1,317,188 $2,994,330 13,093,280 $0.22869
$93,642,841 $224,623,062 894,287,837 $0.25118
$5,045,649 $12,460,693 53,385,593 $0.23341
$111,753,891 $392,804,974 2,125,426,691 $0.18481
$50,959,075 $259,343,936 1,607,744,505 $0.16131
$78,233,519 $150,086,015 514,524,106 $0.29170
$273,086,236 $914,558,608 4,773,315,170 $0.19160
$351,319,756 $1,064,644,623 5,287,839,275 $0.20134
$7,163,073 $334,781,738 2,725,287,643 $0.12284
$7,163,073 $334,781,738 2,725,287,643 $0.12284
$92,237,036 $551,295,025 3,494,848,374 $0.15775
$92,237,036 $551,295,025 3,494,848,374 $0.15775
$42,511,775 $206,681,625 1,182,538,975 $0.17478
$42,511,775 $206,681,625 1,182,538,975 $0.17478
$7,163,073 $334,781,738 2,725,287,643 $0.12284
$92,237,036 $551,295,025 3,494,848,374 $0.15775
$42,511,775 $206.681,625 1,182,538,975 $0.17478
$141,911,885 $1,092,758,387 7,402,674,992 $0.14762
$2,663,382,789  $9,382,656,055 47,985,626,897  $0.19553

$20,000,000
School
Discount
Impact

0.17%
0.04%
0.15%

0.16%
0.15%
0.34%
0.18%
0.16%

0.04%
0.10%
0.11%
0.11%

0.05%
0.03%
0.04%

0.09%
0.08%
0.09%

0.10%
0.10%
0.10%

0.04%
0.09%
0.10%
0.10%

0.21%

0.06%
0.27%
0.21%
0.09%

0.25%
0.21%
0.22%
0.24%
0.17%
0.21%
0.21%
0.20%
0.19%
0.18%
0.13%
0.09%

0.23%
0.13%
0.15%

0.01%
0.01%
0.07%
0.07%
0.09%
0.09%
0.01%
0.07%

0.09%
0.06%

0.13%
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PACIFIC GAS AND ELECTRTRIC COMPANY
EVALUATION OF AB 2068 SCHOOL RATE DISCOUNT

Table 4: Impact of Potential School Discount on Other Gas Ratepayers

Line No. Customer Class *

1

NGO WN

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36

BUNDLED—RETAIL CORE '
Residential Non-CARE

Small Commercial Non-CARE
Large Commercial
Uncompressed Core NGV
Compressed Core NGV
TRANSPORT ONLY—RETAIL CORE
Residential Non-CARE

Small Commercial Non-CARE
Large Commercial
Uncompressed Core NGV
Compressed Core NGV

Class Average Rates ($/therm)

Forecasted January 1, 2020

Proposed

January 1, 2020
Increased for $10M
discount for Schools $ Change

$10M % Chg

TRANSPORT ONLY—RETAIL NONCORE - NONCOVERED ENTITIES *

Industrial — Distribution

Industrial — Transmission

Industrial — Backbone

Uncompressed Noncore NGV — Distribution
Uncompressed Noncore NGV — Transmissic
Electric Generation — Distribution/Transmiss
Electric Generation — Backbone

TRANSPORT ONLY—RETAIL NONCORE - COVERED ENTITIES *

Industrial — Distribution

Industrial — Transmission

Industrial — Backbone

Uncompressed Noncore NGV — Distribution
Uncompressed Noncore NGV — Transmissic
Electric Generation — Distribution/Transmiss
Electric Generation — Backbone
TRANSPORT ONLY—WHOLESALE
Alpine Natural Gas (T)

Coalinga (T)

Island Energy (T)

Palo Alto (T)

West Coast Gas — Castle (D)

West Coast Gas — Mather (D)
West Coast Gas — Mather (T)

$1.591 $1.595
$1.141 $1.143
$0.788 $0.789
$0.674 $0.674
$2.165 $2.171
$1.296 $1.301
$0.864 $0.866
$0.540 $0.541
$0.428 $0.429
$1.919 $1.926
$0.377 $0.378
$0.208 $0.209
$0.098 $0.098
$0.347 $0.348
$0.190 $0.190
$0.161 $0.161
$0.059 $0.059
$0.327 $0.328
$0.159 $0.159
$0.048 $0.049
$0.297 $0.298
$0.141 $0.141
$0.111 $0.111
$0.009 $0.009
$0.107 $0.107
$0.108 $0.108
$0.116 $0.116
$0.1056 $0.105
$0.302 $0.303
$0.361 $0.362
$0.109 $0.109

$0.004
$0.002
$0.001
$0.000
$0.007

$0.004
$0.002
$0.001
$0.000
$0.007

$0.001
$0.000
$0.000
$0.001
$0.000
$0.000
$0.000

$0.001
$0.000
$0.000
$0.001
$0.000
$0.000
$0.000

$0.000
$0.000
$0.000
$0.000
$0.001
$0.001
$0.000

0.26%
0.19%
0.11%
0.07%
0.31%

0.31%
0.25%
0.16%
0.11%
0.35%

0.25%
0.07%
0.08%
0.28%
0.04%
0.01%
0.03%

0.29%
0.09%
0.17%
0.32%
0.06%
0.02%
0.22%

0.00%
0.00%
0.00%
0.00%
0.35%
0.39%
0.00%

CARE Customers receive a 20% discount off of PG&E's total bundled rate and are exempt from the CARE portion of PG&E's
Public Purpose Program Surcharge (G-PPPS) rates and cost recovery of the California Solar Initiative Thermal Program.

Transportation rates paid by all customers include an additional GHG Compliance Cost Recovery component of $0.05121 per

therm.

Covered Entities (i.e.customers that currently have a direct obligation to pay for allowances directly to the Air Resources
Board) will pay a GHG Obligation Cost component of $0.0017 per therm to cover PG&E allowance costs associated with lost
& unaccounted for (LUAF) gas and compression costs. Covered entities will see a line item credit on their bill equal to
$0.04951 ($0.05121 minus $0.0017) per therm times their monthly billed volumes.
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PACIFIC GAS AND ELECTRIC COMPANY
EVALUATION OF AB 2068 SCHOOL RATE DISCOUNT

Figure 1: Annual Monthly School Load Profile

Figures 1 and 2 reflect kWh usage data averaged across a selection of 4,252
accounts from the total population of 6,154 total non-NEM schools accounts.

Non-NEM Annual Monthly Load Profile
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PACIFIC GAS AND ELECTRIC COMPANY
EVALUATION OF AB 2068 SCHOOL RATE DISCOUNT

Figure 2: Typical School Weekday versus Weekend Load Profile

Non-Solar Weekday/ Weekend School Load Profile

Average Hourly Load Profile
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‘ Clay Faber

SD G Director, Regulatory Affairs
E 8330 Century Park Court, CP32F
= San Diego, CA 92123
CFaber@Sdge.com

)
A W Sempra Energy utility”

December 18, 2019

Edward Randolph, Energy Division Director
California Public Utilities Commission

505 Van Ness Avenue

San Francisco, CA 94102-3298

RE: San Diego Gas & Electric Company (“SDG&E”) Report on the Feasibility and Economic
Impacts of Establishing a Public School Electric Rate as Directed by Assembly Bill 2068

Director Randolph,

Enclosed please find SDG&E’s report on the feasibility and economic impacts of establishing a
public school electric rate, as directed in Assembly Bill (“AB”) 2068.

AB 2068 requires the California Public Utilities Commission (“Commission”) to direct all
electrical and gas corporations to evaluate, and to report findings to the Commission on, the
feasibility and economic impacts of establishing a public school electric and gas rate that would
reflect a discount from the current rate structure.

SDG&E is submitting an electric-only school rate analysis for its service territory, while the
Southern California Gas Company will be submitting a gas rate school discount analysis for both
its own, and SDG&E’s service territory.

AB 2068 requires the Commission to compile these reports and submit this compilation to the
Legislature by January 1, 2020. SDG&E timely provides this report in anticipation of the
Commission’s upcoming submission date.

Clay Faber
Director, Regulatory Affairs
cc: Bruce Kaneshiro

Paul Phillips
Masoud Foudeh



I. INTRODUCTION

Assembly Bill (“AB”) No. 2068, approved by the California Governor on August 27, 2018,
added Section 749.5 to the Public Utilities Code, which requires the California Public Utilities
Commission (“CPUC” or “Commission”) to direct all electrical and gas corporations to evaluate,
and report findings to the Commission on the feasibility and economic impacts of establishing a
public school electric and gas rate that would reflect a discount from the current rate structure.
This bill also requires the CPUC to compile these reports and to submit this compilation to the
California Legislature by January 1, 2020.

As directed by AB 2068 §749.5(b), the report should include, but should not be limited to, the
following:

(1) Commercial rate increases in the past five years that affected
public schools within the service territory of each electrical and gas
corporation.

(2) Economic impact to all ratepayers if all public schools within the
service territory received a discount from the current rate structure.

(3) The impact of planned modifications to the time intervals
reflected in time-of-use rates and to rate design elements, as adopted
by the commission and in the planning stages or proposed by electric
and gas corporations.

(4) The cost shifts that would occur, if any, and to which consumers
the costs would shift, as a result of a discounted rate for public
schools.

II. SDG&E’S EFFORT-TO-DATE IN DEVELOPMENT OF AN ELECTRIC RATE FOR
A SCHOOLS-ONLY CLASS

Commission Decision (“D.”) 17-08-030 (adopted August 24, 2017) required that San
Diego Gas & Electric Company (“SDG&E”) develop a Schools-Only! electric rate proposal and
preview this proposal prior to filing its 2019 General Rate Case (“GRC”) Phase 2.> Based in part
on the outcome of this analysis, in Application (“A.”) 19-03-002, SDG&E proposed a Schools-
Only electric rate. SDG&E also proposed that only schools that meet the definition of a “public
school” under AB 2068 should be eligible to take service on its Schools customer class tariffs,
and that all school accounts that meet this definition should be required to take service on one of
the Schools customer class proposed tariffs, with the exception of Schools Street Lighting
accounts and an opt-out exception for separately metered electric vehicle (“EV”) charging.

Through its modeling and analysis, SDG&E has found that the cost to serve the Schools
customer class as a separate customer class is lower on average than the cost to serve the
Medium and Large Commercial and Industrial (“M/L C&I”’) customer class, which is the class

'School is defined as a public school, including a charter school, maintaining a kindergarten, or any of
the grades 1 to 12, inclusive.
? Ordering Paragraph (“OP”) 36 of D.17-08-030.



from which many of the Schools accounts currently take service. The difference in cost of
service is driven by the average load profile of the Schools customer class, as a whole.

The average daily load profile of the Schools customer class typically peaks in the
morning and afternoon, with the highest usage between 7:00 AM and 4:00 PM, as displayed in
the Average Total Schools Shape in Figure 1. Schools class customers tend to be located in
predominantly residential areas, meaning that their typical local circuit has a load profile similar
to that of an average residential customer, as reflected in the Total Circuit Shape displayed in
Figure 1. The average residential customer has lower usage during the day and higher usage in
the evening, during SDG&E’s Standard On-Peak TOU period (4:00 PM — 9:00 PM). The
Schools’ customer class pattern of demand has an overall average profile that contributes less to
SDG&E’s peak load needs, relative to the circuits on which Schools customer class take service.

Figure 13: SDG&E Total Schools Customer Class Shape vs. Total Circuit Shape
(September 2017- October 2018
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Note: Total circuit shape is the aggregate load of circuits with a school account on that circuit.

As a result, the Schools customer class typically use energy when it is more beneficial for
the local distribution grid, as they do not peak coincidentally with their respective distribution
circuits and substations, on average, and therefore have a lower marginal distribution demand
cost to serve relative to the M/L C&I class.

This same pattern holds for marginal generation commodity costs, in that the Schools
customer class, on average, does not contribute as much load to SDG&E’s highest demand
system hours that determine the allocation of marginal generation capacity costs; therefore, they
have a lower marginal generation capacity cost to serve relative to the M/L C&lI class.

SDG&E’s proposal in A.19-03-002 aims to provide Schools with electric rates that reflect their

actual cost to serve.

3 A.19-03-002. Prepared Direct Testimony of Jeff P. Stein, at page JS-8.



The proposed electric rate schedules for the Schools customer class in SDG&E’s 2019
GRC Phase 2 are designed to ease the transition of these customers to a new rate. The electric
rate design for the Schools customer class mirrors the rates on which the majority of the Schools
accounts currently take service. Therefore, the Schools customer class accounts will have the
same rate structure as they are transitioned to the new Schools customer class rate schedules.
SDG&E has also proposed an optional Schools customer class electric rate for those customers
who are currently served on Schedule DG-R, which is a M/L C&I Class electric rate schedule
limited to non-residential customers with distributed generation. SDG&E has not proposed
changes to its FERC-jurisdictional electric rate design, as it is outside the scope of A.19-03-002.

III. REPORT REQUIREMENTS OUTLINED IN AB 2068

1) Commercial electric rate increases in the past five years that affected public
schools within the service territory of each electrical and gas corporation.

Figure 2 presents the Small Commercial and Medium and Large Commercial/Industrial customer
class average electric rates as of January 1, 2014 through current.*

Figure 2: SDG&E Small Commercial & Medium and Large Commercial/Industrial
Customer Class Average Electric Rates (2014 —2019)

SDG&E Class Average Rates
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4The June 1, 2019 rates are the current and effective rates at the time this document was submitted.



2) Economic impact to all electric ratepayers if all public schools within the service
territory received a discount from the current rate structure.

Schools-Only Customer Electric Rate Class

SDG&E estimates the proposed Schools-Only customer class would result in a net 11%
reduction of revenue collected from the Schools’ accounts compared to revenue otherwise
collected under the Schools current tariff schedules. This is because their electric rates would
reflect the actual cost to serve the Schools-Only class. SDG&E’s analysis assumed the electric
rate structure that was in effect as of January 1, 2019, which reflects the electric rates and TOU
periods each School account took service on at the time the 2019 GRC Phase 2 Application was
filed. This equates to an illustrative revenue shift of approximately $8.6 million and $10.6
million in SDG&E’s application for Year 1 and Year 2,’ respectively, of its 2019 GRC Phase 2.
While some Schools accounts could see a greater reduction or even an increase in bills, this is
because the illustrative electric rates reflect the actual cost of service to Schools as a customer
class.

Figure 3 presents the illustrative class average electric rates on January 1, 2019,° and the 2019
GRC Phase 2 Proposed Year 1 electric rates.

Figure 3: SDG&E Illustrative Electric Rates —
Current and with Proposed 2019 GRC Phase 2’

Current 2019 GRC Phase 2 Rate Change Percentage Rate
Customer Class 1/1/2019 Rates Proposed Rates (c/l{“-’h)g Change

(¢/KWh) (¢/kWh) (%)
Residential 26.251 27.742 1.491 5.68%
small 24.963 26.034 1071 429%
Commercial
Medium and < )

222 22815 2 750

Large C&I 22.205 22.815 0.610 2.75
Agricultural 17.459 18.159 0.700 4.01%
Lighting 21.850 20.332 -1.518 -6.95%
Schools 0.000 25912 25912 0.00%
System Total 23.738 24.885 1.147 4.83%

Figure 4 presents the class average revenues on January 1, 2019 (“Current”), and the illustrative
2019 GRC Phase 2 Proposed Year 1 revenues.

SYear 1 corresponds to 2021, and Year 2 corresponds to 2022.
¢ Advice 3326-E, Consolidated Filing to Implement January 1, 2019 Electric Rates
”See Appendix C, Table 1 in SDG&E’s 2019 GRC Phase 2 Application.



Figure 4: SDG&E Illustrative Electric Rate Revenues - Current and with Proposed 2019

GRC Phase 28

Current 1/1/2019 | 2019 GRC Phase 2 | Rate Revenue | Percentage Rate

Customer Class Rate Revenue Proposed Revenue Change Revenue Change
(SMillion) ($Million) (S$Million) (%)
Residential 1.614 1,568 -46 -2.85%
Small 561 558 3 -0.58%
Commercial
Medium and S oes
7 - -2.01%

Large C&I 1,700 1,666 34 2.01%
Agricultural 55 56 1 1.82%
Lighting 17 17 0 -1.14%
Schools 0 80 80 0.00%
System Total 3.947 3.945 -2 -0.06%

The estimated illustrative billed revenue of the School class at the time of SDG&E’s GRC Phase
2 filing is presented in Figure 5. Actual bill amounts could vary, as SDG&E’s illustrative bill
impacts only include customer accounts that have 12 months of historical usage data, and
accounts are opened and closed regularly.

Figure 5: SDG&E Illustrative Annual Estimated Billed Electric Revenue of School
Customer Class Accounts ($ millions)’

Annual Estimated
Billed Revenue
($ millions)

Current (January 1, 2019) $ 79.0
2019 GRC Phase 2 - Year 1 $ 704
2019 GRC Phase 2 - Year 2 $ 68.4

Line Item Discount

To illustrate a single percentage line-item discount approximately equivalent to the
reduction in revenue that the School customer class would be billed if SDG&E’s Proposed 2019
GRC Phase 2 Year 1 was adopted as proposed, SDG&E estimates an illustrative cost shift of
$8.7 million annually. However, if SDG&E’s electric rates increased over time, then the
absolute amount of the discount would increase as well. This discount, if it were established,
would not be tied to the School customer class cost of service after the discount’s inception;
therefore, the percent discount would not change, even if the cost of service for the Schools

8 See Appendix C, Table 2 in SDG&E’s 2019 GRC Phase 2 Application.
? Bill impacts based on 12 months of historical usage data (August 1, 2017 — July 31, 2018).



customer class increased or decreased. This could result in a much larger subsidy than the line-
item discount scenario contemplated herein.

3) The impact of planned modifications to the time intervals reflected in time-of-
use rates and to rate design elements, as adopted by the Commission and in the
planning stages or proposed by electric and gas corporations.

SDG&E has not proposed any modifications in its 2019 GRC Phase 2 Application to the
current Standard TOU periods that were implemented on December 1, 2017 as a result of its
2016 GRC Phase 2 Decision (D.17-08-030). Schools that interconnected a distributed generation
system with net energy metering (“NEM”) after the issuance of D.17-10-018 are allowed to stay
on their old “grandfathered” TOU periods for 10 years after interconnection, per D.17-06-001 as
modified by D.17-10-018.'%!! In no event shall the [grandfathering] duration continue beyond
December 31, 2027 (for schools).!? The number of school accounts taking service on Standard
TOU and Grandfathered TOU electric rates is presented in Figure 6.

Figure 6: Number of Schools Accounts on Standard and Grandfathered TOU Periods for

SDG&E
Current TOU | Grandfathered
Periods TOU Periods
D.17-08-030,
Decision | D.17-08-030 D.17-06-001,
D.17-10-018
Number of 1,038 161
Accounts

SDG&E has not proposed changes to electric rate design elements in its 2019 GRC Phase
2. The proposed Schools customer class electric rates have the same rate design as SDG&E’s
default Small Commercial rate, default M/L C&I rate, and Schedule DG-R for Schools with
distributed generation currently taking service on Schedule DG-R. Most of the Schools accounts
take service on either the current default Small Commercial rate, the current default M/L C&I
electric rate, or Schedule DG-R.

4) The cost shifts that would occur, if any, and to which consumers the costs would
shift, as a result of a discounted rate for public schools.

SDG&E’s proposed Schools customer class in its 2019 GRC Phase 2 application is based
on marginal costs and the actual cost to serve the Schools customer class, and therefore would
not result in a cost shift. A line item discount for Schools accounts as discussed previously
would create a cost shift that would result in a redistribution of revenue as displayed in Figure 7.
SDG&E’s contemplated line item discount below is recovered volumetrically ($/kWh) through
the Public Purpose Program (“PPP”) electric rate component, allocated on customer class sales.

10D.17-06-001, Ordering Paragraph (“OP”) 5.
1D.17-10-018, OP 2.
121d., at 6.



Figure 7: SDG&E Illustrative Estimated Annual Revenue Requirement to Recover Line-
Item Discount

% System Estimated lf'&nnual
Customer Class Sales! Revenue Requirement to

Recover Schools Discount
Residential 35.1% $ 3,054,097
Small Commercial 11.4% $ 989,240
Med. & Large C&l 51.5% $ 4,476,073
Agriculture 1.5% $ 134,116
Lighting 0.4% $ 37,260
System 100.0% $ 8,690,785

Feasibility of Implementation

The Schools Customer Class rate proposed in SDG&E’s 2019 GRC Phase 2 has a
proposed implementation timeline of 2021.

13 Reflects sales determinants used in PPP rate component calculations effective January 1, 2019.



Ronald van der Leeden
Director
Regulatory Affairs

555 W. Fifth Street, GT14D6

Soc alG as Los Angeles, CA 90013-1011

Tel: 213.244.2009

) Fax: 213.244.4957

A g Sempra Energy utility RvanderLeeden@socalgas.com

December 23, 2019

Edward Randolph

Energy Division Director

California Public Utilities Commission
505 Van Ness Avenue

San Francisco, CA 94102-3298

RE: Southern California Gas Company (SoCalGas) and San Diego Gas &
Electric Company (“SDG&E”) Report on the Feasibility and Economic
Impacts of Establishing a Public School Gas Rate Discount as Directed by
Assembly Bill 2068

Director Randolph,

Enclosed please find SoCalGas’ and SDG&E’s report on the feasibility and economic
impacts of establishing a public school gas rate, as directed in Assembly Bill (“AB”)
2068.

AB 2068 requires the California Public Utilities Commission (“Commission”) to direct all
electrical and gas corporations to evaluate, and to report findings to the Commission on,
the feasibility and economic impacts of establishing a public school electric and gas rate
that would reflect a discount from the current rate structure.

SoCalGas is submitting a gas rate school discount analysis for both its own and
SDG&E’s gas service territory.

Ronald van der Leeden
Director, Regulatory Affairs

cC:
Paul Phillips
Dorothy Duda
Jean Spencer
Elizabeth La Cour
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. INTRODUCTION

Assembly Bill (“AB”) No. 2068, approved by the California Governor on August 27,
2018, added Section 749.5 to the Public Utilities Code, which requires the California
Public Utilities Commission (“CPUC” or “Commission”) to direct all electrical and gas
corporations to evaluate, and report findings to the Commission on the feasibility and
economic impacts of establishing a public school electric and gas rate that would reflect
a discount from the current rate structure. This bill also requires the CPUC to compile
these reports and to submit this compilation to the California Legislature by January 1,
2020.

As directed by AB 2068 §749.5(b), the report should include, but should not be limited
to, the following:

(1) Commercial rate increases in the past five years that
affected public schools within the service territory of each
electrical and gas corporation.

(2) Economic impact to all ratepayers if all public schools
within the service territory received a discount from the current
rate structure.

(3) The impact of planned modifications to the time intervals
reflected in time-of-use rates and to rate design elements, as
adopted by the commission and in the planning stages or
proposed by electric and gas corporations.

(4) The cost shifts that would occur, if any, and to which
consumers the costs would shift, as a result of a discounted
rate for public schools.

.  REPORT REQUIREMENTS OUTLINED IN AB 2068

1) Commercial rate increases in the past five years that affected public
schools within the service territory of each electrical and gas
corporation.

For both SoCalGas and SDG&E, public schools? receive gas service under the core
commercial and industrial (C&l) rates. For both utilities, the core C&I transportation rate
structure reflects three-tiered declining block rates. Figure 1 and Figure 2 show,
respectively, SoCalGas’ and SDG&E’s core C&I tiered gas transportation rates as of
January 1, 2015 through current.?

! Kindergarten through 12" grade including Charter schools.
2 The May 1, 2019 rates are the current and effective rates at the time this document was
submitted.



Figure 1: SoCalGas’ Core C&l Tiered Gas Transportation Rates (2015 — 2019)

SoCalGas CCl Gas Rates 2015-2019
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Figure 2: SDG&E’s Core C&I Tiered Gas Transportation Rates (2015 — 2019)
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2) Economic impact to all ratepayers if all public schools within the service
territory received a discount from the current rate structure.

To evaluate the economic impact to all gas ratepayers if all public schools within their
respective service territories received a discount, SoCalGas and SDG&E assumed that
such a discount would be applicable to the core C&l transportation rates only (i.e., the
discount would not apply to the commodity rate or other surcharges, such as the Public
Purpose Program Surcharge). SoCalGas and SDG&E assumed an illustrative 10%
discount for public schools relative to other customers who take service under the core
Cé&l transportation rates. To determine the school rate and discount, SoCalGas and
SDG&E applied the 10% discount to both the core C&I customer charge as well as the
core C&I volumetric rates. The total cost to provide such an illustrative discount was
then allocated to all customer classes on an equal-cents-per-therm basis.

The revised Core C&l tiered transportation rates were determined using recent?
average monthly aggregated public schools’ gas usage by respective tier to derive the
total public school discount by tier. For each of the two utilities, this amount represents
the cost that needs to be recovered from all customer classes to make the discount
revenue neutral. The estimated 10% public schools gas transportation rate discount
results in $1.34 million discount for SoCalGas and $18 thousand discount for SDG&E’s
gas customers.*

3) The impact of planned modifications to the time intervals reflected in
time-of-use rates and to rate design elements, as adopted by the
Commission and in the planning stages or proposed by electric and gas
corporations.

SoCalGas and SDG&E do not have time-of-use rates for gas service. Hence, this
section is not applicable.

4) The cost shifts that would occur, if any, and to which consumers the
costs would shift, as a result of a discounted rate for public schools.

The illustrative 10% public school transportation rate discount will result in cost shifts to
other customer classes to keep the utilities revenue neutral. Which customer classes
would pay for this discount, and by how much, would depend on the specific cost
allocation method chosen to recover such discount. For this report, SoCalGas and
SDG&E have assumed that all core and noncore customer classes would share this
cost recovery responsibility by allocating the discount cost on an equal-cents-per-therm
basis. Each customer class’ share is shown in Figure 3 and Figure 4 below for
SoCalGas and SDG&E, respectively.

3 “Recent” gas usage is defined as September 2018-August 2019 for SoCalGas and January
2018-Decemebr 2018 for SDG&E.

4 The revenue shortfall from SDG&E'’s illustrative public school transportation rate discount
appears low. SDG&E is reviewing the gas accounts eligible for public school rate discount.



Figure 3: SoCalGas’ lllustrative Public Schools Transportation Rate Discount
Cost Recovery by Customer Class

% of Estimated School Discount

System | Revenue Increase ($ in
Customer Class Revenue | thousands)
Residential 66.7% $307
Core C&lI 13.9% $229
NGV 1.0% $21
Gas A/IC 0.0% $0
Gas Engine 0.1% $0
Non-Core C&lI 4.1% $206
Non-Core EG 2.8% $364
Wholesale 0.9% $213
BTS 9.7% $0
UBS 0.7% $0
Total 100.0% $1,340

Figure 4. SDG&E’s lllustrative Public Schools Transportation Rate Discount Cost
Recovery by Customer Class

% of Estimated School Discount

System Revenue Increase ($in
Customer Class Revenue | thousands)
Residential 74.9% $8
Core C&l 17.3% $6
NGV 1.0% $0
Non-Core C&l 1.4% $1
Non-Core EG 5.4% $3
Total 100.0% $18

.  FEASIBILITY OF IMPLEMENTATION

The illustrative discounts described in this report are not infeasible. However, if rate
discounts for public schools are to be implemented, the time required to make changes
to billing systems must be considered and balancing accounts to amortize public
schools rate discounts into customers’ transportation rates must be authorized by the
Commission.
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