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I. BACKGROUND  

 The purpose of this testimony is to respond to the prepared direct testimony submitted by 

several intervening parties to Southern California Gas Company’s (SoCalGas’) Advanced 

Metering Infrastructure (AMI) proceeding, A.08-09-023.  I address recommendations, assertions 

and analysis contained in the prepared testimonies of the California Public Utilities 

Commission’s (CPUC’s or Commission’s) Division of Ratepayer Advocates (DRA), The Utility 

Reform Network (TURN) and the Utility Workers Union of America (UWUA) filed on April 23, 

2009. 

 Specifically, this testimony will address issues raised by the above intervening parties 

regarding Chapter III, SoCalGas AMI Deployment Plan, Costs and Operational Benefits; Errata 

to Prepared Direct Testimony and Prepared Direct Supplemental Testimony. 

II. INTRODUCTION 

 DRA, TURN and UWUA have made several claims or assertions that are not factually 

based and/or contrary to the evidence SoCalGas has presented in Errata, Prepared Direct 

Testimony, Supplemental Testimony or herein, Rebuttal Testimony. 

 DRA, TURN and UWUA are incorrect or draw flawed conclusions in several instances 

of their prepared testimony.  This testimony will address the following subjects raised by DRA, 

TURN or UWUA: 

1. Meter reader cost benefits should NOT be reduced $48.4 million – DRA, TURN & 

UWUA; 

2. Hypothetical project delays should NOT reduce benefits or increase costs $33.4 million – 

DRA; 

3. Gas AMI meter module maintenance costs will NOT increase $45.9 million, $3.0 million 

during the deployment period – DRA & UWUA; 

4. Offset to Work Done During Deployment benefits should NOT be reduced $14.2 million 

– TURN;  
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5. Gas Transmission & Distribution benefits should NOT be reduced $1.6 million – TURN; 

6. Electronic Pressure Monitoring benefits should NOT be reduced $3.2 million –TURN;  

7. Facilities benefits should NOT be reduced $6.0 – $7.1 million – TURN 

8. Electronic Bill Presentment & Payment benefits should NOT be reduced $3.9 million – 

DRA; 

9. Customer Services Field benefits for Gas-On Turn-On orders ($220.6 million) and 

Change-of-Account orders ($72.2 million) should NOT be eliminated – DRA. 

 This testimony is based upon the costs and benefits SoCalGas expects to incur over a 

period spanning approximately twenty-six years (2009 – 2034).  The costs and benefits are based 

upon reasonable assumptions and thorough analysis.  SoCalGas’ conclusions are reasonably 

accurate and representative of the impact AMI is anticipated to have upon operations. 

III. AVOIDED METER READER COST BENEFITS 

 SoCalGas’ AMI cost/benefit analysis includes $48.4 million (Present Value of Revenue 

Requirement, or “PVRR”) in benefits associated with avoiding future meter reading workforce 

cost increases because the current meter reading cost structure is not sustainable absent AMI 

implementation.  All three interveners propose to eliminate these benefits.  TURN states, 

“SoCalGas’ has artificially inflated AMI meter reading benefits by close to $48.4 million 

(PVRR).”1  The testimony of UWUA mischaracterizes SoCalGas testimony in stating,  

“In its errata filing SoCalGas has misled the Commission about the status of its 

meter reading workforce and changed its estimate of operational benefits 

associated with a conversion from part-time meter readers to full-time meter 

readers that is not reflected in any agreement with the unions.”2 

 SoCalGas agrees with TURN’s assertion that SoCalGas has had “…some of the lowest 

meter reading costs of any utility in the entire country.”3  While SoCalGas cannot confirm 

                                                           
1 TURN, p. 1  
2 UWUA, p. 19, lines 24-27 
3 TURN, p 10 
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DRA’s statement, “SoCalGas’ cost per meter read is approximately 25 percent lower than the 

average of PG&E, SCE, and SDG&E”4, it does not dispute that DRA’s conclusion is plausible. 

 SoCalGas participated in Customer Services benchmarking studies in 2005 and 2007.  

Both study results indicated that SoCalGas’ manual meter reading costs were low compared to 

those at other utilities.5 

 In 2006, a report commissioned by SoCalGas and DRA for SoCalGas’ TY2008 GRC 

concluded that total meter reader compensation is significantly below market.  The Hewitt 

Associates Total Compensation Study Report dated July 21, 2006 compared the total 

compensation of numerous positions within 27 utilities, including that of meter readers (part-

time and full-time).  Study results indicated that SoCalGas meter reader base compensation is 

well below market.6 

A. All parties agree that SoCalGas’ meter reading costs are low   

 DRA, TURN and UWUA have failed to recognize the key driver behind SoCalGas’ low 

meter reading costs.  The key driver is that meter reader wage rates are well under market, a 

wage structure that is not sustainable.  SoCalGas negotiated the wage structure, as well as 

shifting the entire meter reading workforce to part-time status, several years ago when it 

appeared that automated meter reading was imminent.  With a part-time workforce, SoCalGas 

would be better positioned to eliminate meter reader positions as automated meter reading was 

installed. 

                                                           
4 DRA, p. 6-5 
5 In the 2005 study, the SoCalGas “expense per manual meter read” was fourth lowest of 32 panel utilities and less 

than 50% the utility average.  In the 2007 study, the SoCalGas “expense per manual meter read” was second 
lowest of 21 panel utilities and approximately 30% less than the utility average. 

6 Representatives of Sempra Energy and the Division of Ratepayer Advocates (“DRA”) of the California Public 
Utilities Commission (“Commission”) engaged Hewitt Associates to conduct a competitive analysis of SoCalGas 
total compensation levels.  The study was conducted in conjunction with SoCalGas’ TY2008 GRC submittal.   
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B. SoCalGas’ AMI cost/benefit analysis assumes that, in the absence of an 
approved AMI decision, meter reader compensation will return to market 
levels by 2016   

 To estimate the associated cost increases (to bring meter reader wages to market levels) 

for the AMI analysis, SoCalGas made the assumption that its part-time meter readers would 

become full-time, rather than simply increasing total meter reader compensation to market levels.  

This approach was used because operating efficiencies make a full-time meter reader workforce 

more cost effective than a part-time workforce if there are no differences in their total 

compensation. 

 SoCalGas believes this is a valid assumption for two reasons.  First, if the Commission 

rejects SoCalGas’ AMI proposal, the major premise underlying the part-time meter reading work 

force (and less-than-market wages) vanishes.  While DRA indicates SoCalGas can simply file 

another application in 2012, the practical effect of rejecting this application is that the 

Commission will have cast doubts on whether a SoCalGas AMI project will ever be approved.  

 Second, in the situation described above, SoCalGas believes that the union will push to 

raise meter reader pay, and particularly push to eliminate part-time meter readers.  While this 

will be a matter of negotiation, the pay and benefits for part-time meter readers remains a focus 

of the union.  The union’s continued push for pay and benefit increases for meter readers, and the 

resulting meter reading cost increases are substantiated in the following “union negotiation 

summary.”  This summary is presented to help the Commission understand why the benefits 

associated with avoiding future workforce cost increases are real and why, in the absence of 

AMI, SoCalGas ratepayers would likely incur future costs of approximately $48.4 million 

(“PVRR”). 

C. Union Negotiation Summary 

 In the late 1990’s, SoCalGas reduced its meter reading costs when it created a fully part-

time meter reader workforce in anticipation that meter reading would soon be automated.  In the 
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absence of an approved plan to automate its meter reading function, SoCalGas’ rationale for 

using a part-time workforce evaporates. 

 Ever since the part-time workforce was created, SoCalGas’ labor unions have argued to 

increase meter reader compensation and create full-time meter reader positions.  Attached as 

Attachment III-1 is a timeline that summarizes the changes to SoCalGas’ meter reading 

operations impacting costs over the past 10 years.  A narrative description of the union 

negotiations that lead to those changes follows. 

1999-2002 

 During union contract negotiations covering the period from 1999 - 2002, the 

unions’ bargaining position included the following assertions: 

o “All provisions of this collective bargaining agreement, including pay, 

benefits and working conditions, except as otherwise stated in this Letter 

of Agreement apply to part-time employees in the same manner as full-

time employees.”  

o “Part-time employees shall be eligible for prorated sick leave and vacation 

benefits… may elect coverage for themselves and their dependents under 

the Company’s medical plans, dental plans, vision plans, and life 

insurance coverage at the same rate as full-time employees… be eligible 

to become members of the Retirement Plans and Savings Plan…” 

o “Any position occupied by part-time employees who accumulate 1560 

hours in any one (1) year period, shall become a full-time position…” 

As a result of negotiations, part-time meter readers became eligible for medical benefits 

after working two consecutive years.  SoCalGas made concessions in other areas of the 

collective bargaining agreement so it could defer increases in meter reader compensation.  (See 

Attachment III-2) 
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2002-2005 

During union contact negotiations covering the period from 2002-2005, the unions’ 

negotiating position was that the meter reading workforce should revert to “the way it was 

before” 1998, when the SoCalGas meter reader workforce became fully part-time.  The union 

sought to increase the number of full-time meter readers, raise wages for all meter readers, 

provide medical benefits, dental benefits, vacation time and sick time to part-time meter readers. 

As a result of these negotiations, SoCalGas created 100 full-time meter reader positions.  

Incumbents received the same complement of benefits as all other full-time union represented 

employees.  Part-time meter readers also began receiving paid Personal Business time off.  (See 

Attachment III-3) 

2005-2008 

During union contract negotiations covering the period from 2005-2008, the unions’ 

negotiating position was to increase the number of full-time meter reader positions and wage 

rate.  The unions also sought increases to part-time meter reader wages and benefits. 

As a result of these negotiations, SoCalGas was successful in limiting the number of full-

time meter readers to the 100 agreed upon in the 2002-2005 Labor Agreement, although it added 

about 20 more full-time meter reader positions for the drive-by Remote Automated (RAMR) 

Meter Reading project.  In 2008, SoCalGas had an average of 110 full-time meter reader 

positions.7  SoCalGas increased full-time meter reader base pay by over 25% (from $15.24/hour 

to $19.00/hour) while part-time meter reader base pay increased about 7% (from $15.24 to 

$16.25/hour) over the 3-year period. 

Prior to the most recent union contract negotiations covering the period from 2008-2011, 

SoCalGas informed its labor unions that it would submit to the Commission its AMI 

Application.  Both parties agreed to discuss workforce implications after a 2008-2011 Labor 

Agreement was reached.  (See Attachment III-4) 

                                                           
7 In calculating full-time meter reader positions, SoCalGas does not include position vacancies.  The meter reader 

vacancy factor is impacted by the employee turnover rate, which is greater than it is for the other jobs at SoCalGas. 
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2008-2011 

During the most recent union contract negotiations, which were completed earlier this 

year, the unions’ negotiating position was that SoCalGas should “cap the part-time workforce at 

current levels, create an additional 200 full-time meter reader positions within 60 days of 

contract ratification, and not be allowed to lay off any employees due to implementation of new 

technology.”  (See Attachment III-5)  Additionally, the unions asserted that SoCalGas should 

“extend all aspects of the collective bargaining agreement to part-time employees upon 

completion of 520 cumulative hours of service.”  (See Attachment III-5) 

Employee ratification of the current Labor Agreement did not occur easily.  In the final 

Agreement, both full-time and part-time meter reader wages increased a total of 10.5% over the 

3-year contract period.  Additionally, part-time meter readers received accelerated medical 

benefits (after working twelve months instead of two years), as well as dental and vision benefits 

for the first time.  (See Attachment III-5) 

D. The new union labor agreement will increase AMI meter reading benefits 
by approximately $5.5 million during the deployment period.8 

The recent labor contract did not satisfy all the unions’ demands regarding meter reader 

compensation.  Total compensation, however, increased considerably from what was used in 

SoCalGas’ AMI analysis.  Although union contract periods are uncertain, SoCalGas expects to 

engage in at least two union contract negotiations prior to 2016.  

Whereas the SoCalGas AMI analysis was based upon forecast labor rate increases of 

2.4%, 2.6% and 2.5% in 2009, 2010 and 2011 respectively, the latest union Labor Agreement 

increased labor rates by 3.5% each of these three years.  Based upon these changes, SoCalGas 

meter reader costs (or benefits attributable to AMI) are estimated to increase by $2.5 million 

during the AMI deployment period.9  

                                                           
8 Undiscounted (loaded, escalated and taxed) labor costs 
9 Undiscounted (loaded, escalated and taxed) 
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 In addition to the aforementioned change in meter reader labor rates, the recent SoCalGas 

Labor Agreement gave part-time meter readers accelerated medical benefits and new dental and 

vision benefits.  These changes increase the part-time meter reader benefits loader to 9.98%, an 

increase of over 200% from the 3.28% applied in the SoCalGas AMI analysis.  Doing so is 

estimated to increase AMI deployment period (2011-2015) benefits by approximately $3.0 

million.10 

E. Hypothetically, if SoCalGas were to assume the current part-time meter 
reader workforce were not to convert to full-time in 2016, the new union 
labor agreement is estimated to increase AMI benefits by $65.7 million over 
the 26-year analysis period11 

 As previously stated, the latest union Labor Agreement increased labor rates by 3.5% in 

2009, 2010 and 2011 compared to the SoCalGas AMI analysis forecast of 2.4%, 2.6% and 2.5% 

in years 2009, 2010 and 2011 respectively.  Additionally, the part-time meter reader benefits 

loader increased to 9.98%.  If SoCalGas were to continue to operate with a part-time meter 

reader workforce during both the deployment and post-deployment periods, SoCalGas’ meter 

reading costs would be approximately $65.7 million greater than stated in SoCalGas’ Errata to 

Prepared Direct Testimony.  This change would result in a corresponding increase to AMI 

benefits.  

F. Summary 

 In the event that the SoCalGas AMI application is not approved by the Commission, 

manual meter reading at SoCalGas will no longer be viewed as short-term. As such, SoCalGas 

expects that over time, meter reader compensation will rise to market levels, or the equivalent of 

today’s full-time meter readers.  SoCalGas will be ill-positioned to object to ongoing union 

demands that “All provisions of the collective bargaining agreement, including pay, benefits and 

working conditions… apply to part-time employees in the same manner as full-time employees.”  

(See Attachment III-5) 

                                                           
10 Ibid 
11 Ibid 
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 SoCalGas’ explanation as to why its current meter reading costs are low relative to other 

utilities, and why in the absence of an approved AMI Application SoCalGas expects its meter 

reader compensation will increase to ”market“ addresses the following intervenor statements: 

• “DRA finds that SoCalGas’ use of a hypothetical full-time meter-reader labor force as 

the basis to estimate operational benefits is not credible and should be rejected.”12 

• “SoCalGas artificially inflates its meter reading benefits by assuming that in 2016 it 

will convert it current meter reading workforce from its current split of 90% part-time 

employees/10% full-time employees to a meter reading workforce that is comprised 

of 100% full time employees (SCG-3, p. 29). This assumption does not reflect the 

makeup of its past meter reading workforce nor its current meter reading workforce 

and runs counter to a 2004 utility study (discussed later) concluding that a full-time 

meter reading workforce would inappropriately increase its operating costs.”13 

• “SoCalGas claimed that its current part-time metering readers would shortly become 

full-time meter readers due to the impact of current negotiations with its unions.”14 

 These DRA, TURN and UWUA statements are not based upon reality.  In the absence of 

an approved AMI Application, SoCalGas has demonstrated how and why its meter reading costs 

will likely change.  Indeed, whereas DRA, TURN and UWUA argue that SoCalGas has 

artificially inflated its meter reading costs by $48.4 million (PVRR) or $198 million,15 if 

SoCalGas were to retain a part-time meter reader workforce, the most recent union labor 

agreement has already increased SoCalGas’ costs (and AMI benefits) by $78.7 million over the 

AMI deployment and post-deployment periods.  Approximately $65.7 million of these costs are 

in Meter Reading and $13.0 million is in other departments with union-represented employees.16  

                                                           
12 DRA, p. 6-3  
13 TURN, p. 14 
14 UWUA , p. 14 
15 Undiscounted (loaded, escalated and taxed) 
16 Includes the Customer Services Field, Billing, the Customer Contact Center departments 
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 While the current labor agreement did not entirely close the gap between meter reader 

compensation and market, it narrowed it considerably, and SoCalGas expects to negotiate two 

more collective bargaining agreements prior to 2016.  The Commission should reject the 

arguments of DRA, TURN and UWUA regarding the AMI benefits related to changes in the 

meter reading workforce. 

IV. DEPLOYMENT DELAY IMPACTS 

 DRA suggests that SoCalGas will experience AMI deployment delays that will, “result in 

delays in expected operational benefits and cause an overall reduction in the Present Value 

Revenue Requirement (“PVRR”) of AMI operational benefits.”17  DRA then recommends what it 

calls, “a conservative downward adjustment of 4% in SoCalGas’ estimated operational benefit, 

based upon a likely six-month delay of its December 31, 2015 date for full AMI deployment.”18  

DRA calculates a 4 percent downward adjustment is equal to $33.4 million in present value. 

 DRA asserts that SoCalGas will experience AMI implementation delays because, “AMI 

implementation delays have become common.  The AMI projects of PG&E, SDG&E, and SCE 

have all experienced implementation delays for various reasons discussed below.”19  DRA then 

goes on to cite issues PG&E had with its electric metering system and that PG&E encountered 

when implementing Critical Peak Pricing.  DRA cites delays at SCE due to meter data 

management system (MDMS) scalability and home area network (HAN) security issues.  DRA 

also sites a deployment delay at SDG&E forecast to reduce the number of electric meter 

installations to be completed in 2009 from 700,000 to 200,000 meters. 

A. DRA’s argument that SoCalGas AMI deployment will be delayed is 
hypothetical and fails to properly differentiate the SoCalGas AMI 
project from the AMI projects at California’s electric utilities 

 DRA cites PG&E’s July 2008 Semi-Annual Assessment Report that indicated “As of 

June 2008, PG&E had installed only 742,000 meters.”  DRA might have also stated that just 9 

                                                           
17DRA, p.  6-6, dated April 23, 2009. 
18 DRA, p.  6-9, dated April 23, 2009. 
19 DRA, p.  6-6, dated April 23, 2009. 
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months later, at the end of the first quarter of 2009, PG&E had deployed 2.3 million meters.  

SoCalGas contacted PG&E and found that of the 2.3 million meters deployed, over 1.7 million 

were gas AMI meters (See Attachment III-6).  Clearly, PG&E’s gas AMI deployment project – 

the AMI project that most closely parallels that proposed by SoCalGas – is progressing rapidly. 

 DRA fails to distinguish the differences between the SoCalGas AMI project and those at 

SCE and SDG&E where “new-to-market” electric AMI meters (and in the case of SDG&E gas) 

and communication technology is being deployed.  Second, DRA overlooks the fact that many of 

the Information Technologies (IT) personnel who will work to integrate the SoCalGas AMI 

systems with its legacy systems will benefit from the experience they gained implementing AMI 

at SDG&E.  And third, in calculating the impact of a potential 6-month SoCalGas AMI 

deployment delay, DRA fails to recognize that there would also be a delay in when SoCalGas 

field deployment costs would be incurred. 

 This last point is particularly important.  As SoCalGas witness Mr. Fong states in his 

testimony, to fully analyze the impacts of a delay, both operational benefits and the associated 

field installation and deployment costs would also need to be delayed in the analysis.  The DRA 

computation is flawed because embedding a delay in benefits without a comparable delay in 

costs is essentially penalizing the PVRR twice for the same delay.  The costs of potential delays 

are covered in the 10% contingency and therefore have already lowered the PVRR net benefits. 

B. DRA’s argument that potential AMI deployment delays will reduce 
benefits is not substantiated 

 DRA states, “As experienced by PG&E, SDG&E and SCE, even a slight setback in the 

AMI deployment schedule results in a reduction in projected benefits and a corresponding 

increase in costs.”20  Yet DRA provides no evidence that utility benefits decrease as a result of 

deployment delays.  DRA cites PG&E project delays as an example of how costs can increase, 

                                                           
20DRA, p. 6-9, dated April 23, 2009. 
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(cost increases primarily due to changes to its electric AMI metering technology), but is silent 

when it comes to benefits. 

 DRA states in its testimony, “Although much of the above discussion of the delays in the 

AMI projects of PG&E, SDG&E and SCE is linked to electric meters and home area networks, 

DRA believes that the IT, meter data management, and systems integration issues are 

representative of problems all AMI projects encounter.”21  DRA fails to explain how the benefits 

SoCalGas ratepayers will realize could be impacted due to any IT, meter data management, or 

systems integration issues.  If unexpected installation delays were to occur, SoCalGas ratepayers 

will still realize the expected operational benefits.  Those operational benefits are effective 5 

months after the installation and operation of the AMI gas meter module. 

 The project contingency SoCalGas requested (and included in its analysis) will account 

for unforeseen costs that could be incurred due to delays occurring during deployment.  It would 

be duplicative to also reduce the benefits that will be realized due to AMI deployment.  The 

testimony of SoCalGas witness Mr. Fong describes SoCalGas’ proposed sharing mechanism, and 

how it provides an incentive for SoCalGas to stay on schedule and minimize costs. 

C. DRA’s calculation that a 4 percent downward adjustment is equal to $33.4 
million in present value is flawed. 

 If SoCalGas were to experience a delay due to issues such as those described by DRA, 

the deployment of field technology would also be delayed, as would the associated costs.  Such 

delays would not reduce the useful life of the AMI system.  The benefits to ratepayers might 

begin a little later in time, but they would also extend a little later in time. 

 The SoCalGas AMI deployment schedule is reasonable and achievable, although some 

degree of acceleration or compression of gas module retrofits would be possible if the actual start 

date for installations is delayed.  Although the AMI technologies are very different from those at 

                                                           
21Ibid 
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SCE and SDG&E and at PG&E for electric metering, SoCalGas will benefit from “lessons 

learned” during the AMI deployments at the other California utilities. 

 DRA’s recommendation that the Commission adjust SoCalGas AMI benefits downward 

by 4 percent is unfounded, and its calculation that a six-month delay would reduce benefits by 

approximately $33.4 million in present value is flawed. 

V. GAS AMI METER MODULE FAILURE COSTS 

A. Gas AMI Meter Module Failure Rates 

 The DRA and UWUA position that the gas AMI meter module failure rates used in the 

SoCalGas AMI analysis are underestimated is unsupported and incorrect.  If anything, SoCalGas 

may have overestimated the failure rates it is likely to experience in the last four years of the gas 

AMI meter modules’ useful life. 

DRA states, “SoCalGas’ chosen failure rate over time does not simulate a normal 

bell curve distribution.  Instead, SoCalGas employs a flat 0.5% failure rate for the 

first 16 years, a 0.75% failure rate for years 17 and 18 and a 1% failure rate for 

years 19 and 20.  This may overstate the failure rate in early years but leave 

ratepayers seriously vulnerable in late years.  It also falls well short of the average 

annual 1% meter failure rate used most recently by SDG&E in its AMI 

proceeding.”22 

 

 DRA references SDG&E testimony and workpapers regarding electric module failure 

rates.  The testimony of SDG&E witness Mr. Carranza pertaining to gas meter module failure 

rates states, “Incremental gas operations and maintenance costs include the labor, materials and 

vehicle costs related to AMI communication module failures, at a rate less than 1%”23 (emphasis 

                                                           
22 DRA, p. 4-8, lines 7-12 
23 Application 05-03-015, Chapter 12, Gas modules, meter& module installations, July 14, 2006 Amendment, page 

JLC-6, line 32 through JLC-6, line 3.  Reference Attachment III-7 
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added).  The workpapers of Mr. Carranza state SDG&E’s assumption regarding the AMI 

communication module “Assume .8 module failure rate per RFP responses”24 (emphasis added).   

 SoCalGas does not find fault in SDG&E’s testimony or analysis.  SDG&E used 

information provided to it by the vendors who responded to its AMI technology Request for 

Proposals (RFP).  If SoCalGas was consistent with SDG&E, and had estimated its failure rates 

solely upon AMI vendor responses to its RFP, SoCalGas would have forecast a flat 0.5% AMI 

meter module failure rate for the 20-year useful life.  Instead, SoCalGas estimated greater failure 

rates the last four years of AMI meter module life.  Had SoCalGas used a flat 0.5% AMI meter 

module failure rate for the full 20-year useful life, SoCalGas costs would have been $35.5 

million25 or $3.9 million26 less than the $39.4 million27 estimated in its analysis. 

 DRA continues, “There is evidence from other utilities that have relied on battery-

powered gas meter modules that such a failure rate will significantly exceed the estimates relied 

upon by SoCalGas in its Application,”28 but provides no references that cite greater failure rates 

at other utilities.  UWUA agrees, “The gas meter module being used by AMI will require a 

battery to send data to the utility and then for the utility to transmit the data back to the 

customer’s in-home display, resulting in a significant increase in the use of the battery and a 

decrease in the operational life of the battery.”29  

 The first half of UWUA’s statement “The gas meter module being used by AMI will 

require a battery to send data to the utility” is true - and is what the battery is designed to do, 

while the remainder “…and then for the utility to transmit the data back to the customer’s in-

home display, resulting in a significant increase in the use of the battery and a decrease in the 

operational life of the battery” is not true. 

                                                           
24 Application 05-03-015, Chapter 12 workpapers, Yearly maintenance costs tab, upper left hand corner 
25 In direct 2008 dollars 
26 Ibid 
27 Ibid 
28 UWUA, p. 5, lines 1-6 
29 UWUA, p. 10, lines 15-18 
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B. Expert Opinion on Battery Life 

 To address the concerns expressed by presiding Judge Hecht, SoCalGas prepared and 

submitted Supplemental Testimony pertaining to battery life and testing on February 11, 2009.  

In an effort to further understand the matters of interest to ALJ Hecht, SoCalGas hired 

Tavormina and Associates, Inc. (TAV) to conduct a technical review of gas AMI meter module 

battery life projections supplied by prospective vendors.  The Tavormina and Associates, Inc., 

AMI Battery Life Evaluation, dated May 4, 2009 is attached as Attachment III-8. 

C. Each of the AMI technology vendor products should satisfy SoCalGas’ 
20-year battery life requirement 

 TAV reviewed the battery life projections supplied to SoCalGas by the involved AMI 

technology vendors.  TAV validated vendor modeling results were correctly predictive of a 20-

year battery life.  As a result of its more rigorous analysis, TAV concluded that each of the AMI 

technology vendor products show projected battery life of 20 years or more. 

 The TAV battery life analysis was based upon the gas AMI meter modules initiating four 

data transmissions per day.  DRA’s claim that the SoCalGas, “…proposal involves four data 

transmissions per day, while industry estimates of battery life are not based on such heavy 

transmission loads,” is not supported. 

A.  Gas AMI Meter Module Warranty 

 SoCalGas examined AMI technology vendor warranty proposals and concluded that 

based upon expected gas AMI meter module failure rates it would not be prudent for SoCalGas 

to purchase an extended warranty.  For this reason, warranty costs are omitted from the 

SoCalGas analysis.  Yet SoCalGas appreciates DRA’s concern, that;  
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“Without an extended warranty or service plan, SoCalGas could incur future costs 

for module replacements well beyond the level included in SoCalGas’ cost-

benefit analysis.”30   

 DRA fails to recognize that if SoCalGas were to purchase an extended warranty or 

service plan, SoCalGas ratepayers would likely pay millions of dollars for performance 

assurances they will not likely need.  While failure rates in excess of those shown in the AMI 

analysis are possible, SoCalGas believes them to be.   

 Nonetheless, to address this risk, SoCalGas requested its AMI technology vendors to 

provide two warranty options.  One option covers parts replacement if gas AMI meter module 

failure rates exceed 0.5% and the second option covers parts and labor replacement if failure 

rates exceed 0.5%.  The options provided by AMI technology vendors will enable SoCalGas to 

make future warranty decisions on a year-by-year basis.  These options will enable SoCalGas to 

analyze gas AMI meter module performance and make warranty decisions based upon 

experience.  Although it is unlikely the warranty options will need to be exercised, SoCalGas 

will ensure they are included in the gas AMI technology contract with the selected vendor. 

B.  Cost to Replace Gas AMI Meter Modules that Fail 

 DRA suggests that SoCalGas has underestimated the costs it may incur for replacement 

of gas AMI meter modules that fail, due to use of an inappropriate labor rate.  DRA states,  

“Should the module fail, however, SoCalGas will use in-house labor to replace 

the equipment. The replacement task is being assigned to pay grade 5 workers 

($26.16 per hour, 2007).  However, the average pay of the current Customer 

Service Field (CSF) workers is 13% higher ($29.60 per hour, 2007).  Module 

replacements might be a task that can be done by a pay grade 5 worker.  But to 

actualize these labor savings, SoCalGas must provide them with their own trucks 

and routes.  If there are not currently enough workers available at this pay grade, 

                                                           
30 DRA, p. 4-8, lines 3-5 
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reassignment or new hires and training might also be necessary.  By suggesting a 

lower wage, SoCalGas is implying a tiered system where tasks are rigidly 

assigned by experience / pay level.  However, the status quo for CSF workers is 

that they are trained to handle all field service orders.  By chance or design, some 

lesser experienced CSFs would get assigned this task, but also some more 

experienced and senior CSFs would perform the task as well (overall, 

approaching the average CSF rate).”31 

 DRA’s suggestion is based upon three false assumptions.  First, SoCalGas has not 

determined that it will use in-house labor to replace failed equipment.  Second, if SoCalGas does 

use in-house labor, it may be done by employees paid less than grade 5.32  Even DRA recognizes 

SoCalGas may retain “lower wage part-time employees to handle minor gas AMI equipment 

problems.”33  Third, DRA’s suggestion that a tiered wage system cannot be cost effective is 

flawed and contradicts current SoCalGas Customer Services Field practice of using Field Service 

Assistants and Field Technicians (paid pay grade 5 wages) to perform meter maintenance work.  

In 2008, SoCalGas had an average of 92 total full-time equivalents (FTEs) in the Field Service 

Assistant and Field Tech positions. 

 SoCalGas does not believe it appropriate to use the average pay of current Customer 

Services Field workers to estimate gas AMI meter module maintenance costs.  It would also not 

be appropriate to adjust SoCalGas’ estimate of the AMI system maintenance costs it will incur. 

C.  Drive Time Costs 

 Both SoCalGas and DRA agree that SoCalGas incurs costs associated with driving from 

location to location and that the time SoCalGas field employees spend driving will increase in 

future years.  There is disagreement, however, as to how rapidly the time spent driving will 

increase. 

                                                           
31 DRA, p. 4-8, lines 21-23, p. 4-9, lines 1-9 
32 Meter readers, whose compensation is less than Pay Grade 1, have done this type of work during RAMR 

deployment.   
33 DRA, p. 6-3 footnote 179. 
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 SoCalGas included an increasing amount of vehicle travel time (6 seconds per order per 

year) in estimating both the Customer Services Field costs and benefits identified in its AMI 

analysis.  SoCalGas did not, however, assume that the time meter readers spend driving would 

increase.  In so doing, SoCalGas was consistent with the approach used in its recent TY2008 

GRC. 

 DRA suggests that SoCalGas has underestimated the costs associated with travel between 

Customer Services Field orders.  Rather than use the estimated increase in travel time authorized 

in the SoCalGas TY2008 GRC of 6 seconds per order per year, DRA believes it would be 

appropriate to use an annual increase of 2.5%, and that, “for a 10.24 minute trip, this would mean 

that after four years it would be approximately 10% higher, or 11.26 minutes.”34   

 DRA’s 2.5% factor for increasing vehicle travel time each year is not reasonable, nor has 

DRA substantiated that it would be appropriate to apply it to SoCalGas’ field operations.  

Furthermore, DRA has not applied its hypothetical 2.5% factor to benefits associated with 

elimination of Customer Services Field work, or with elimination of 6.3 million miles driven 

annually by meter readers. 

 When considering the reasonableness of either of these estimates, consider how each was 

developed and applied.  SoCalGas’ estimate was developed based upon SoCalGas’ operational 

experience.  It was applied to Customer Services Field operations throughout SoCalGas’ 20,000 

square mile service territory – specifically, to the time spent driving between service orders.  

DRA has provided no credible evidence indicating why it would be appropriate to apply its 

travel estimate to conditions in SoCalGas’ service territory. 

D. If DRA believes additional travel time should be added to costs, then it is 
appropriate to also add it to benefits 

 If DRA’s theoretical 2.5% factor for increased drive time were applied to the 6.3 million 

miles currently driven annually by meter readers (assuming an average driving speed of 20-25 

miles per hour) – AMI would enable SoCalGas to avoid meter reading labor costs of an 
                                                           
34 DRA, p 4-10, lines 13-14 
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additional $43.0 to $53.8 million during the deployment period.35  Furthermore, if this factor 

were applied to Customer Services Field operations, AMI would enable SoCalGas to realize a 

net increase in benefits of approximately $47.2 million.36 

 SoCalGas did not include the AMI benefits that would result if SoCalGas were to 

increase travel time by 2.5% per year as DRA suggests in its cost/benefit analysis.  SoCalGas 

does not have a predictive model that can be used to forecast how the time meter readers spend 

driving will increase in future years.  In this regard, SoCalGas may have understated the AMI 

benefits for its meter reading operations. 

 In conclusion, the costs SoCalGas included in its business case for AMI meter module 

maintenance are reasonable and should not be increased as suggested by DRA and UWUA.  

SoCalGas, its vendors and industry experts have all produced evidence that the projected gas 

AMI meter module failure rates used in the SoCalGas cost benefit analysis are reasonable and no 

credible evidence to the contrary has been presented. 

 It is reasonable to expect that the gas AMI meter modules SoCalGas selects will have a 

useful life of 20 years.  The gas AMI meter modules SoCalGas selects to use will be similar in 

function to those being deployed at PG&E.  In PG&E’s AMI decision, the Findings of Fact, 

Statement 10 reads,  

“The useful life of the AMI modules is 20 years.  The appropriate depreciation 

life is 20 years, the same as the useful life.”37 

VI. OFFSET TO WORK DONE DURING DEPLOYMENT BENEFITS 

 During the AMI deployment period, SoCalGas will change approximately 850,600 

above-ground meters and 201,500 curb vault meters that would otherwise have been changed in 

future years.  The costs incurred to change these meters during the AMI deployment period are 

recorded as costs.  The costs SoCalGas would have incurred to change the meters during the 

                                                           
35 In direct 2008 dollars ($92.4 million undiscounted) 
36 In direct 2008 dollars ($104.1 million undiscounted) 
37 Decision 06-07-027, Final Opinion Authorizing Pacific Gas And Electric Company to deploy Advanced 

Metering Infrastructure, dated July 20, 2006, p. 63. 
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post-deployment are recorded as benefits because these activities will already have been 

completed. 

 TURN’s recommendation, that the Commission, “adjust the value of this benefit 

downward because SoCalGas’ calculation of this benefit is inconsistent with its normal practices 

for replacing meters,” should not be adopted for three reasons.  First, TURN’s interpretation of 

“the normal practices for replacing meters” is incorrect.  TURN sites SoCalGas testimony during 

the TY2008 GRC that described the “bookend” as to when meters are typically replaced, and 

uses it as a representation of the average number of years meters are in service before being 

replaced.  Second, TURN does not appear to recognize why these meters are being replaced.  

SoCalGas is not replacing meters due to age, but primarily to prevent early meter module 

obsolescence.38  Third, the supporting data upon which TURN makes its forecast is outdated.  

The data supporting TURN’s statement, “In that same testimony, SoCalGas includes a table that 

shows the utility has only 323,040 meters older than 35 years versus its entire inventory of 

meters of 5,477,120”39 pertains to the 2005 SoCalGas meter population. 

A. TURN’s understanding of SoCalGas’ “normal practices for replacing 
meters” is wrong 

 The TY2008 GRC testimony of Mr. Petersilia, referred to by TURN, is not identifying 

the average, or “normal” age in which gas meters are changed.  Instead it is highlighting the fact 

that meters that remain deployed after their book life, and have exceeded that book life by as 

many as 9 years, are typically replaced.  Mr. Petersilia’s TY2008 GRC testimony states,  

 

“If it has not already been replaced, SCG typically replaces a meter between 35 

and 40 years of service.”40   

                                                           
38 As described later in testimony, the performance trends for some meters indicate they would likely have been 

replaced in the 2016-2020 period, and others will be replaced because screws break during gas AMI meter 
module installation.  

39 TURN, p. 22, V-C. Offset for Work Done During Deployment 
40  Ibid 
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 Mr. Petersilia does not state, nor imply, that SoCalGas normally replaces its meters 35 to 

40 years after they have been deployed. 

B. SoCalGas is not replacing meters due to their age but due to other factors 

 SoCalGas is accelerating the replacement of approximately 650,000 meters into the AMI 

deployment period (2011-2015).  Approximately 530,000 of these meters will be changed during 

deployment because the meters would be changed shortly after deployment and the gas AMI 

meter modules that fit them could not be re-installed on SoCalGas’ new meters.  Approximately 

120,000 will be changed due to performance trends indicating they would likely have been 

changed between 2016 and 2020.  

 In addition to these meter replacements, SoCalGas will replace approximately 201,500 

meters located in curb vaults, 155,600 meters where there are no compatible gas AMI meter 

modules, approximately 39,000 meters SoCalGas expects be damaged during AMI deployment 

and 6,000 incompatible Electronic Corrector meters.  Deployment period costs include replacing 

the meters in these categories and the Offset to Work Performed During Deployment contains 

the benefits associated with each category.  A description of the meter module compatibility and 

meter performance issues follows. 

C.  Accelerated Meter Replacements 

 Although the internal design and function of gas AMI meter modules does not differ, 

their outer shell is very much brand and design specific.  For example, a gas AMI meter module 

designed to fit an American meter can in no way be installed on meters manufactured by 

Sprague. 

 Over the years, SoCalGas has deployed large numbers of meters manufactured by the 

Sprague Meter Company.  The Sprague meter requires a gas AMI meter module form that is 

unique in its design.41  Beginning in 1985, SoCalGas ceased to purchase this brand of meter.  
                                                           
41 For years, SoCalGas operated a meter repair and reconditioning facility, allowing older meters to be rebuilt and 

returned to service.  Sprague meters purchased prior to 1969 had a “Flat Face” style of meter body.  Beginning in 
1969 Sprague meters were manufactured with a “Slant Face” style meter body.  Just over 50% of the Sprague-
type meters in this accelerated meter group are “Flat Face” meters and require an additional adapter plate to 
accept the industry standard “Slant Face” meter module. 
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Since then, SoCalGas has continued to purchase very small numbers of Actaris meters, which 

use the same Sprague-type meter body.  Currently, there are approximately 772,000 Sprague and 

Actaris meters in service at SoCalGas.  This population of gas meters is aging and large numbers 

will need to be replaced in the coming years.  Table III-1 illustrates the age distribution of these 

meters. 

 

Table III-1 
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Age of Accelerated Sprague-type meter bodies in 2020

 

 If these meters were to be equipped with AMI technology during the deployment period, 

and then be removed from service, their meter modules would also need to be removed from 

service.  Since SoCalGas is no longer purchasing this type of meter, and there are few Actaris 

meters with the same type body, the removed meter modules and adapter plates could not be 

redeployed, resulting in stranded assets. 

 SoCalGas identified approximately 120,000 Rockwell brand meters that will be 31 years 

of age and older in 2020.  Results from the Company’s statistical meter sampling program 
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indicate the performance of this brand of gas meter is trending toward being unacceptable.  It is 

likely, but not certain, that the meter families contained in this population will require 

replacement in approximately 2020.   

D. Retrofitting older meters likely to be replaced shortly after conclusion of 
AMI deployment is not cost effective and needlessly inconveniences 
customers 

 By replacing the meters that would otherwise be replaced shortly after AMI deployment, 

SoCalGas avoids the labor costs associated with retrofitting the meters, non-labor costs 

associated with purchasing the unique adapter plates they would require, and time associated 

with scheduling two visits to customer premises.  Customers will also not need to provide 

SoCalGas with access to its meters. 

E. TURN’s foundational meter information is no longer accurate 

 The information upon which TURN supports its argument is representative of the 

SoCalGas meter population in 2005.  The information SoCalGas used in its AMI analysis is 

more recent and accurately describes the SoCalGas meter population today. 

 For all the aforementioned reasons, SoCalGas believes TURN’s position to move, 

“…back the years in the analysis from replacing the meters when they are approximately 31 

years old to avoiding replacement of meters when they reach approximately 38 years old,”42 is 

entirely inappropriate. 

 Therefore, TURN’s recommendation that expected AMI benefits should be reduced by 

$14.2 million is without merit. 

VII. AS TRANSMISSION & DISTRIBUTION BENEFITS 

 SoCalGas estimates that the increased precision AMI will provide in estimating peak day 

demand will result in SoCalGas delaying some capacity-related construction projects.  To 

quantify AMI benefits in this area, SoCalGas used a pressure betterment project that has been 

identified in resource planning.  By delaying that project just one year, SoCalGas estimated the 

                                                           
42 TURN, p. 22, V-C. Offset for Work Done During Deployment 
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net present value of discounted cash flow represents a one-time benefit of approximately $1.6 

million (PVRR). 

TURN’s position on this matter was stated as follows, “TURN agrees that additional and 

more precise data can aid the utility in its forecasting and planning functions.  However, TURN 

does not agree that increased data precision and data evaluation will necessarily result in only 

“deferring” capacity construction projects.  SoCalGas could just as easily realize that, after 

analyzing daily consumption data, it needs to advance construction of a capacity project by one 

year.  In this case, AMI becomes a net cost to ratepayers not a net benefit.”43 

A. If AMI data causes SoCalGas to advance construction of a capacity 
project, it does not make AMI a net cost to ratepayers 

 SoCalGas agrees that AMI information may result in advancing capacity projects, as 

TURN postulates, although SoCalGas believes this scenario is less likely due to the conservative 

nature of pipeline capacity planning.  In any case, advanced recognition of a necessary 

improvement is also a positive benefit of AMI.  Providing sufficient pipeline capacity to 

ratepayers improves the economic well-being of the community and increases the reliability of 

the SoCalGas pipeline network.  In the extreme condition SoCalGas failed to increase pipeline 

capacity prior to the point in time it was needed, and the pipeline system failed to meet demand 

requirements, SoCalGas customers would likely lose gas service and SoCalGas would incur 

costs to restore it.  Although difficult to estimate, these costs could well exceed $1.6 million. 

B. The methodology used by SoCalGas for estimating the benefits AMI will 
provide for pipeline capacity planning is consistent with that applied by 
PG&E in its AMI Application 

 SoCalGas appreciates the difficulty in quantifying pipeline capacity planning benefits. 

But SoCalGas is not alone in applying the methodology used in its AMI analysis.  PG&E used 

                                                           
43 TURN, p. 23, V-D. Transmission & Distribution Benefits 
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the same approach when estimating AMI benefits for its capacity planning, although PG&E 

concluded their benefits to be greater than SoCalGas’ estimated benefits.   

PG&E AMI testimony stated the pipeline capacity planning benefit, “…is estimated to 

provide a net present value (NPV) benefit equivalent to an annual gas transmission savings of 

about $1 million during the 2010-2014 timeframe and $0.5 million beginning in 2015.  The 

lower $0.50 million annual benefit beginning in 2015 is due to an estimated reduction in capacity 

investments as relatively large gas transmission capacity jobs are completed by 2014.  For gas 

distribution, the benefit is estimated to provide an equivalent annual savings of $0.2 million 

beginning in 2010.”44 

 The Commission ultimately agreed with PG&E in finding that, “the project benefits, as 

stipulated (see Table 2), are reasonable and within the range of a likely litigated outcome.”45   

 Table 2, which includes the Gas Transmission and Distribution “Annualized Benefit 

After Implementation” amount of $1.2 million, is presented in Attachments III-9 and III-10 of 

this testimony. 

 TURN’s recommendation, “…that the Commission reject this proposed benefit…and 

reduce the net benefits associated with SoCalGas’ AMI project by $1.6 million (PVRR),”46 

should be rejected. 

VIII. PRESSURE MONITORING BENEFITS 

 SoCalGas currently uses both older mechanical pressure chart recorders and newer 

electronic pressure monitors (EPMs) to monitor pipeline pressure.  The EPMs transmit 

information to SoCalGas’ offices electronically using telephone communication.  After the AMI 

network is deployed, SoCalGas will equip EPMs to communicate over the AMI wireless 

                                                           
44 Pacific Gas and Electric Company AMI Project Sponsorship Prepared Testimony Redacted-Updated, 

Application No.: 05-06-028, Chapter 7, Gas Transmission and Distribution Related Benefits, p. 7-2, lines 2-10 
45 Decision 06-07-027, Final opinion authorizing Pacific Gas and Electric Company to deploy Advanced Metering 

Infrastructure, p. 64 Findings of Fact 13 and p. 30 Stipulated AMI Project Benefits. 
46 TURN, p. 23, V-D. Transmission & Distribution Benefits 
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network.  The benefits associated with eliminating the telephone communication fees are 

estimated to be approximately $13.8 million over the 20-year post deployment period. 

 TURN recommends that the SoCalGas’ benefits forecast, “…be adjusted downward 

consistent with information provided by SCG in its 2008 GRC and SCG’s workpapers.”47 

A. TURN’s recommendation to reduce pressure monitoring benefits 
downward should not be adopted.  TY2008 GRC information provided 
by SoCalGas has been misinterpreted by TURN, and there is TY2008 
GRC testimony contradicting TURN’s claims 

 SoCalGas has approximately 2,400 pressure monitoring stations, of which currently 

approximately 700 are EPMs that communicate using telephone communications.  In the 

TY2008 GRC, SoCalGas requested incremental O&M funding for anticipated telephone 

communication fees and capital funding to purchase and process new EPM devices.48  These 

funding requests were associated with converting an average of 125 older mechanical pressure 

chart recorders to EPMs each year over an eight year period, as presented in SoCalGas’ response 

to TY2008 GRC data request DRA-SCG-010-DAO, question 3.49 

 TURN’s assertion, “SCG fails to take into account the fact that it has not factored in the 

cost for converting paper records to an electronic format in either this proceeding or its 2008 

GRC (TURN #5-10(a))”50 is incorrect.  As discussed above, SoCalGas requested funding to 

purchase and process approximately 125 new EPM devices per year in the TY2008 GRC. 

 TURN is incorrect in arguing, “SCG’s assumption that it will convert 100% of all paper 

records to electronic format also conflicts with its practice of, “gradually converting paper 

charges to EPM” (TURN #5-10(b)).”51  SoCalGas plans to complete the conversion by 2016.  

Incremental funding to convert the remaining mechanical charts will be requested in SoCalGas’ 

TY2012 GRC. 

                                                           
47TURN, p. 24, V-E. Avoided Communication Cost for Electronic Pressure Monitoring 
48 TY2008 GRC capital workpapers (SCG-2-CWP) under Budget Code 181 included as Attachment III-12 
49 Data request DRA-SCG-010-DAO included as Attachment III-11 
50 TURN, p. 24, V-E. Avoided Communication Cost for Electronic Pressure Monitoring  
51 Ibid 
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 TURN continues its challenge to the AMI benefits for pressure monitoring by stating 

SoCalGas’ AMI workpapers indicate they will not be achievable in the SCE joint service 

territory.52 

 The footnote in SoCalGas’ AMI workpapers to which TURN refers pertains to the 

Hybrid Scenario, where the SCE AMI network could not be used to transmit electronic pressure 

monitoring data to SoCalGas.  With the Stand Alone AMI solution – the scenario for which 

SoCalGas is requesting funding – all EPM communication costs will be eliminated. 

 In conclusion, SoCalGas reaffirms the benefits for use of the AMI wireless network 

instead of telephone communications from EPMs will reduce SoCalGas costs by appropriately 

$13.8 million.  TURN’s assertion that the benefits for pressure monitoring are overstated and 

should be decreased is simply not correct. 

IX. FACILITIES BENEFITS 

 Once AMI is deployed, there will be a reduction in the SoCalGas field workforce.  

SoCalGas estimates its workforce will decrease in size by 1,085 people working in its Meter 

Reading department and by 208 people working in its Customer Services Field organization, as 

shown in the Errata to Prepared Direct Testimony of SoCalGas witness Mr. Fong (Chapter II, 

Table II-5).   

 DRA’s question, “Given the SoCalGas forecasted reduction in meter reading headcount 

without AMI, why would SoCalGas spend $15 million in capital to expand district facilities and 

purchase land for two additional parking lots,”53 can be answered simply.  If the Meter Reading 

workforce were entirely full-time, there would still be approximately 718 people in the SoCalGas 

Meter Reading department (see SoCalGas Errata to Prepared Direct Testimony of Mr. Ed Fong, 

                                                           
52 TURN, p. 25, V-E. Avoided Communication Cost for Electronic Pressure Monitoring, states, “In addition, SCG’s 

AMI workpapers indicate that this AMI benefit is not available where its service territory overlaps with Edison’s 
service territory. The workpapers provide percentage adjustments downward to SCG’s total EPM communication 
costs for overlapping territory.”15 

53 DRA, p. 6-14, IV-C. Reduced Costs for Facilities, “Absent AMI, it proposes to convert to a fulltime meter 
reading labor force of between 200 and 300 personnel. Given the SoCalGas’ forecasted reduction in meter reading 
headcount without AMI, why would SoCalGas spend $15 million in capital by to expand district facilities and 
purchase land for two additional employee parking lots?” 
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Table II-5).  DRA’s statement, “Absent AMI, it proposes to convert to a full-time meter reading 

labor force of between 200 and 300 personnel,”54 is incorrect.  The reduction of approximately 

367 people would be spread among the 46 district offices where meter readers work, resulting in 

an average decrease of about 8 people per office.  SoCalGas would still likely incur facilities 

costs because space would be needed in the locations where there is high customer growth or a 

significant increase in system maintenance work and where existing facilities are near capacity. 

 In its testimony, TURN states, “TURN primarily recommends eliminating this benefit 

entirely and reducing AMI benefits by $7.14 million (PVRR).  TURN’s alternative 

recommendation reduces AMI benefits by $6.026 million (PVRR).”55  

TURN supports its recommendation arguing, “SoCalGas cannot identify where it may or 

may not need additional parking facilities (TURN #5-7).  Despite this general lack of knowledge, 

SCG knows, with laser-like precision, that it will need two new 2.5 acre parking facilities in the 

year 2016 and 2018 (somewhere presumably in its service territory) and that the cost for the land 

and improvements are precisely $7.514 million - $50/sq ft for the land and $19/sq ft for the 

improvements.”56 

 SoCalGas does not know specifically where and how SoCalGas facilities will need to be 

expanded to accommodate workforce increases that would occur in the absence of AMI.   As 

stated previously, SoCalGas would likely incur these costs in areas where there is high customer 

growth or a significant increase in system maintenance work, and where existing SoCalGas 

facilities are near capacity.  SoCalGas does not claim “laser-like precision” in estimating 

facilities benefits of approximately $15 million.  SoCalGas’ estimate is, in fact, an estimate, but 

an estimate that SoCalGas believes is reasonable. 

                                                           
54 DRA, p. 6-14, IV-C. Reduced Costs for Facilities 
55 TURN, p. 27, V-F. AMI Saves SoCalGas Two Theoretical Parking Lots 
56 TURN, p. 26, V-F. AMI Saves SoCalGas Two Theoretical Parking Lots, 
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A. SoCalGas’ estimate of the facilities benefits from AMI of approximately 
$15 million may be understated 

 Historically, SoCalGas has incurred significant facilities costs to accommodate increases 

in field workforce and changes to its operations.  The estimated facilities benefits of 

approximately $15 million over the 20-year AMI post-deployment period are conservative.  As 

can be seen in Table III-2, in the 7-year period between 2001 and 2007 SoCalGas invested 

approximately $20.3 million in facilities work that was related in varying degrees to 

accommodating workforce and workload changes.  If SoCalGas were not to deploy AMI 

technology, it would not be at all surprising if over the 20-year post deployment period 

SoCalGas incurred facilities costs associated with workforce and workload changes that 

significantly exceed the benefits SoCalGas estimated in its AMI analysis. 
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Table III-2 

FACILITIES WORK AT BASES TO SUPPORT WORKFORCE CHANGES 

(2001 - 2007) 

YEAR LOCATION DESCRIPTION OF WORK PERFORMED COST 

2001 Oxnard Base Construction - expansion of the building and site to support 
expanded operations $5,800,000 

2003 Alhambra Base Modifications to the building to maximize space utilization 
& accommodate operations $750,000 

2003 Yukon Base 

Construction of a new base in Pacific Region to 
accommodate Region operations; building & site 
improvements, including parking & storage (land costs were 
zero because SoCalGas already owned the land) 

$5,200,000 

2003 Bakersfield Base Land purchase to construct a facility that will accommodate 
expanded base operations $900,000 

2004 Oxnard Base Remodel of building to provide additional storeroom space 
in support of expanded operations $500,000 

2005 El Centro Base  Construction of new facility at new site to support expanded 
base operations $6,500,000 

2006 San Bernardino 
Base 

Expansion of the north parking lot, including paving, 
fencing, security to support expanded operations; 
improvements to existing parking lot and material storage 
areas   

$550,000 

2006 Whittier Base Reconfiguration of office space to accommodate operations  $25,000 

2006 Monterey Park 
Base 

Modifications to existing site to accommodate relocation of 
Meter Reading personnel from Compton base to support 
operations and mitigate overcrowding  

$20,000 

2006 Alhambra Base Various site improvements, including parking $50,000 

 

 As can be seen in Table III-2, when SoCalGas has needed to expand its facilities, not 

only has it needed to increase parking space, but SoCalGas has also needed to modify or replace 

existing structures.  SoCalGas did not include the costs associated with major structural work in 

its analysis.  If it had, the avoided facilities benefits would have been much greater than 

SoCalGas’ estimate of approximately $15.0 million. 

 In addition to questioning the likelihood that facility benefits will result from AMI 

deployment, TURN suggests that SoCalGas has overstated future facilities benefits by inflating 

land costs.  TURN suggests that the cost of a parcel of land in El Centro should be used as the 
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proxy for average SoCalGas service territory land costs.57  The comparison is simply 

inappropriate.  It would be no more appropriate for SoCalGas to use the El Centro land costs 

($850,000 for a 2 to 3 acre parcel of land) than the Hollywood district land costs used in the 

RAMR project cost-benefit analysis ($900,000 for 10 parking spaces).  

 SoCalGas’ estimate was based upon reasonably conservative land and improvement 

costs. The data referenced included market opportunity information received from the real estate 

community as well as an appraisal of land value at the SoCalGas Olympic Base facility.  The $50 

per square foot cost that SoCalGas used in its analysis was for land, “at a strategically located 

site with good freeway access, zoned for commercial versus industrial use.”58 

 In conclusion, SoCalGas recommends the Commission accept SoCalGas’ estimate that 

AMI will likely result in reduced facilities costs, and that it is reasonable to estimate these 

benefits to be approximately $15 million. 

X. ELECTRONIC BILL PRESENTMENT AND PAYMENT BENEFITS 

 In its testimony, DRA, “questions whether this benefit is properly considered a benefit of 

AMI.  Customers of other utilities are already electing paperless electronic bill presentment and 

payment options, even where AMI has not been deployed.”59   

 SoCalGas agrees that AMI is not a prerequisite for utilities to obtain benefits from 

paperless electronic bill presentment and payment (EBPP).  SoCalGas is simply expecting AMI 

will enable it to achieve greater benefits from paperless EBPP than it otherwise would. 

 AMI will enable SoCalGas customers to view gas consumption information via its 

website.  SoCalGas will promote customer use of website information, as described in the 

testimony of SoCalGas witness Mr. Martin.  As a result, SoCalGas anticipates more customers 

will visit its website and that when doing so, some of these customers will elect paperless EBPP.  
                                                           
57 TURN, p. 26, V-F. AMI Saves SoCalGas Two Theoretical Parking Lots, “The El Centro Relocation project is a 

good example of how SoCalGas has inflated its benefits assumptions in this proceeding.” 
58 In May of 2006, SoCalGas appraised the surplus land associated with its Olympic Base.  CB Richard Ellis 

appraised the land at a value of $55.00 per square foot for land area only.  In its analysis, CB Richard Ellis 
analyzed sales comparables for industrial land that ranged from approximately $39 per square foot up to $109 
per square foot. 

59 DRA, Operational & Maintenance and Capital Benefits, Reduced Costs in Customer Billing Services, p. 6-14. 



 
 

33  

 
 

1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 

 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

When customers elect paperless EBPP, SoCalGas no longer needs to mail them hard-copy bills, 

which reduces SoCalGas’ postage and paper costs.   

 SoCalGas confirms that its original estimate that AMI will enable it to reduce postage 

and paper costs by approximately $3.9 million is appropriate. 

XI. CUSTOMER SERVICES FIELD ORDER BENEFITS 

 SoCalGas estimates that the benefits from eliminating Gas-On Turn-On orders are 

approximately $220.6 million and the benefits from eliminating Change of Account orders are 

approximately $72.2 million.   

 DRA states, “A significant amount of Customer Field Service benefit comes from 

elimination of activities that are not currently performed for PG&E or SDG&E by field service 

personnel.  DRA questions whether these benefits are truly AMI-related.  SoCalGas could 

simply petition the Commission to allow a less costly means of providing comparable service, or 

make cost-reducing changes at its own initiative if not constrained by Commission directives.  

To the extent these actions could be undertaken with, or without AMI, there may be benefits, but 

such benefits would not be properly considered benefits of AMI.”60 

A. SoCalGas policy and practices are constrained by Commission directive   

 SoCalGas policy and practices were established as the result of a Commission decision 

and based upon a thorough analysis conducted by Commission staff.  At the time the analysis 

was conducted, differences between California’s combination utilities and the gas-only utility 

likely contributed to the differences in utility policies. 

 Today, Customer Services Field personnel visit customer premises to obtain meter reads 

that can be used as the basis for “opening” and “closing” bills.  SoCalGas has not sought to 

change its policy and practices for want of an enabling technology that would enable it to 

maintain the service quality it provides to ratepayers. 

                                                           
60 DRA, Operational & Maintenance and Capital Benefits, Customer Service Field Operations, p. 6-13. 
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 The past practice at other utilities has been to estimate “off cycle” meter reads and base 

customer bills upon the estimates.  AMI is now enabling these utilities to base their customers’ 

“opening” and “closing” bills upon accurate (AMI-based) meter reads.  

 AMI enables SoCalGas to avoid making physical visits to customer’s premises while at 

the same time increasing the accuracy of customer bills and the services provided to ratepayers.  

Simply changing SoCalGas policy and practice without also implementing AMI will clearly not 

achieve these same results. 

 DRA’s suggestion that in the absence of AMI, SoCalGas make a fundamental change to 

its policies and practices – changes that no party has previously proposed, endorsed or supported 

– is not appropriate.  These changes would inevitably result in a degradation of service to 

ratepayers and such alternatives are not appropriate in assessing the benefits of AMI. 

XII. CONCLUSION 

In conclusion, this testimony has demonstrated that SoCalGas’ estimates of gas AMI 

costs and benefits are based upon reasonable assumptions and SoCalGas’ conclusions are 

reasonably accurate and representative of the impact AMI will have upon operations.  The claims 

or assertions of DRA, TURN and UWUA to the contrary are not factually based and should not 

be accepted as reasonable estimates of the true costs and benefits of gas AMI at SoCalGas. 
 
 
This concludes my rebuttal testimony. 

 

 
 

 
 
 



































































































ATTACHMENT III-8

AMI Battery Life Evaluation

CONFIDENTIAL:
Submitted Under the Provisions of General Order 66-C and 

Section 583 of the Public Utilities Code






































	Microsoft Word - RebuttalTestimony_Ch3_Serrano_FINAL.pdf
	RebuttalTestimony_Ch3_Serrano_FINAL(public).pdf



