PG&E A. 96-12-009 ELECTRIC RATE UNBUNDLING��PREPARED DIRECT TESTIMONY OF RICHARD M. HAIRSTON�ON BEHALF OF THE SAN FRANCISCO BAY AREA RAPID TRANSIT DISTRICT


Q.1.  Please state your name and address.


A.1.  Richard M. Hairston, 1226 Mission Avenue, Car�michael, California 95608.


Q.2.  By whom are you employed?


A.2.  I am the owner and principal consultant for the firm of R.M. Hairston Company ("RMH"), located in Car�michael, California.


Q.3.  What is your occupation?


A.3.  I am a financial consultant specializing in the analysis of utility matters. Services I render may in�clude cost and financial analysis as well as analysis of public utility rates.


Q.4.  Please state your background and experience.


A.4.  My background and experience are stated in Attachment A to this testimony.


Q.5.  On whose behalf are you testifying?


A.5.  I am testifying on behalf of the San Francisco Bay Area Rapid Transit District (BART).  BART provides feeder bus and high-speed passenger rail service throughout the San Francisco Bay Area.  BART’s rail system is powered by electricity, which BART receives at numerous delivery points through the PG&E electric transmission and distribution system.


Q.6.  What is the purpose of your testimony?


A.6.  My testimony seeks a clarification by the Commission that BART will be billed conjunctively for the demand charge components of PG&E’s unbundled Rate Schedule E-20 Firm Service rates.


Q.7.  Why is this clarification necessary?


A.7.  PG&E’s Prepared and Supplemental Testimony does not address the application of unbundled rates to BART’s unique situation.  As such, this clarification is necessary in order to assure that the unbundled rates comply with the rate freeze requirement and the cost shifting prohibition of Sections 368(a) and 368(b), respectively, of the California Public Utilities Code (the “Code”).  This clarification is also consistent with BART’s 1987 power purchase contract with PG&E and with Code Section 701.8(c).


Q.8.  What is BART’s unique situation?


A.8.  As of June 10, 1996, BART was a PG&E contract customer receiving PG&E power at more than 60 delivery points on the BART system.  BART purchased this power under Rate Schedule E-20 Firm Service rates, with the exception that the E-20 demand charges were billed conjunctively, rather than to the individual demands at each demand-metered PG&E delivery point.  This method of applying demand charges was in accordance with BART’s 1987 contract with PG&E (see PG&E Advice No. 1168-E, dated August 20, 1987), and Code Section 701.8(c).


Q.9.  How do Code Sections 368(a) and 368(b) affect BART’s situation?


A.9.  Code Section 368(a) freezes Rate Schedule E-20 rates, among others, at June 10, 1996, levels.  Section 368(b) then requires separation, or “unbundling”, of the June 10, rates, while prohibiting any cost shifting among customer classes, rate schedules, contract, or tariff options.  In order to comply with these requirements PG&E’s unbundled E-20 demand charges should billed conjunctively to BART in the same way that PG&E’s bundled E-20 demand charges were billed on June 10, 1996.  Otherwise BART’s unbundled demand charges will be higher than its bundled demand charges, and costs will shift from other classes to BART (the Railway Class).


Q.10.  Should the clarification that you seek also apply to PG&E’s unbundled transmission and distribution charges in the event that BART opts for Direct Access energy purchases?


A.10.  Yes.  That is one of the purposes of Code Section 368(b) which, in order to prevent cost shifting, requires the same unbundled component charges, other than energy, for both bundled and unbundled (i.e., Direct Access) service.


Q.11.  Does that complete your testimony?


A.11.  Yes.


�
ATTACHMENT A


BACKGROUND AND EXPERIENCE OF �RICHARD M. HAIRSTON


I graduated from the University of California at Davis in 1968 with a Bachelor of Science degree in electrical engineering and from the University of Wis�consin in 1970 with a Masters degree in business ad�ministration.


From November 1974 to December 1976, I was employed as a Management Consultant by Arthur Young and Company.  As such, I was involved in financial and management analysis of electric, water, and telephone utility operations including cost of service and rate design analysis.  Such services were rendered on behalf of the Roseville Telephone Company, Roseville, Califor�nia; the Truckee�Donner Public Utility District, Truckee, California; the City of Tucson, Tucson, Arizona; and the Citizens Utilities Company, Stamford, Connecticut.


From December 1976 to March 1981, I worked for the California Energy Commission ("CEC") in several posi�tions ranging from Project Manager to Assistant Execu�tive Director. While with the CEC, I was responsible for designing and managing the statewide data collec�tion and analysis project that accompanied implementa�tion of time�of�use electric rates by the California Public Utilities Commission ("CPUC" or "the Commission").  This project was a cooperative effort by the CEC, the CPUC, Pacific Gas and Electric Company ("PG&E"), Southern California Edison Company ("SCE"), San Diego Gas and Electric Company ("SDG&E"), the Los Angeles Department of Water and Power, and the Sacramento Municipal Utility District. Its purpose was to determine the impact of time�of�use rates on con�sumers in the State of California.  Also participating in this project were representatives of various California consumer groups.  Part of my work on behalf of the CEC with respect to this project was to present the CEC staff's recommendation on time�of�use rate designs.


I also initiated, designed and managed a similar statewide cooperative project to develop standardized methods to calculate the marginal cost of electric service for each of the state's five largest utilities.  The same organizations that participated in the cooperative time�of�use rate effort participated in this statewide marginal cost project.


As a result of this project, the CEC adopted regulations, which I proposed, requiring electric utilities to include marginal cost based rate designs, using an approved methodology, in each retail rate ap�plication submitted to its rate�approving body (Title 20 of the California Code of Regulations, Article 5, Section 1623, adopted May 23, 1979).   In April 1980, the CPUC adopted Order Instituting Investigation 67 to identify and adopt an approved marginal cost methodol�ogy for use by investor�owned utilities.  In March 1981, the CPUC conformed to Title 20 by adopting ap�proved methods based upon those developed in the statewide marginal cost project (D. 92749).


In addition to my rate related responsibilities I was the CEC's Project Manager for the research, development, and adoption of the residential and non�residential load management standards. In another position, I served as Manager of the CEC's Building and Appliance Standards Office.  My final position with the CEC was as Assistant Executive Director. In this capacity I was responsible for the CEC's facility siting and forecasting programs. One of my duties was as Staff Project Manager for preparation of the third Biennial Report.


Between April, 1981, and March, 1988, I was the Energy Consulting Director for the firm of David Grif�fith and Associates.  During that period I testified before this Commission on numerous occasions for a on mat�ters relating to cost of service, marginal costs, and rate design. I also assisted BART in the negotiations with PG&E that resulted in the 1987 power purchase contract referred to in this testimony.  I founded RMH and began the new firm's operations on April 1, 1988.  Since that time I have continued my utility rate consulting practice, including my activities before this Commission.
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