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INTRODUCTION AND SUMMARY

Please state your name and business address.

My name is Sue Mara and my address is 164 Springdale Way, Redwood City, California.
I have been active in energy and electricity markets for more than 35 years. Since 2002, I
have been Principal at RTOAdvisors, L.L.C., which focuses on promoting competitive
wholesale and retail energy markets. I have provided consulting services on regulatory
matters to a variety of wholesale and retail clients on California and western energy

markets. I provide my full witness qualifications in Attachment A.

Have you previously testified before the California Public Utilities Commission

(“Commission”)?

Yes. I have provided testimony on behalf of the Alliance for Retail Energy Markets
(“AReM”) and/or the Direct Access Customer Coalition (“DACC”) in several
Commission proceedings, including the Investor-Owned Utilities’ (“IOUs” or “utilities”)
demand response program applications in 2008 (A.08-06-001 to -003). I have also
testified before the Federal Energy Regulatory Commission (“FERC”). Attachment A

lists the prepared testimony I have submitted since 1997.

On whose behalf are you testifying?

I am testifying on behalf of DACC and AReM. DACC is a regulatory alliance of
educational, commercial, industrial and governmental customers who have opted for
direct access service for some or all of their loads. In the aggregate, DACC member
companies represent over 1,900 megawatts (“MW?”) of demand that is met by both direct

access and bundled utility service and about 11,500 gigawatt-hours of statewide annual
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usage. AReM is a California mutual benefit corporation whose members are electric
service providers (“ESPs”) and load-serving entities (“LSEs”) that provide direct access
service and other competitive energy-related products and services to retail end-use

customers throughout the state.
What are the interests of DACC and AReM in this proceeding?

The members of AReM are actively engaged in selling energy products and services in
the direct access market in direct competition with the IOUs, who continue to provide
bundled customer service that includes similar products and services. The members of
DACC procure all or part of their load from ESPs in the direct access market. As
explained below, the manner in which IOUs are allowed to recover the costs of their
demand response (“DR”) programs — primarily through distribution rates, as opposed to
generation rates where they largely belong — is unjustified and unfair, confers an
unwarranted competitive advantage to the IOUs by artificially suppressing generation
rates, and, as a result, violates principles of competitive neutrality. DACC’s and AReM’s
primary interest in this proceeding is to ensure that the competitive neutrality principles
that the Commission has enunciated and mandated are appropriately applied to the IOUs’
DR programs, as set forth below in this testimony. This would create a genuine
competitive balance in California that (a) allows non-utility LSEs to compete on a fair
and equal basis with regulated utilities and (b) reduces barriers to entry for third-party DR
Providers, so that they may more effectively and directly interact with customers to craft
cost effective, targeted and innovative DR programs that customers, including many of

the DACC members, desire.
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Q: Please summarize your conclusions and recommendations.

A: I conclude and recommend the following:

Cost Allocation:
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Proper cost allocation is foundational to ensuring competitive neutrality and
fairness in DR and retail choice markets and is supported by Commission
precedent.

This proceeding should establish uniform cost allocation principles for utility-run
DR programs that ensure competitive neutrality and fairness and which the IOUs
would be required to apply when requesting new DR program funding.

The vast majority of the IOUs’ DR program costs are currently recovered through
distribution rates, instead of through generation rates where they belong, which
harms DR and retail choice markets, provides a competitive advantage to the IOUs,
and potentially limits overall market participation by third-party DR Providers.
The bifurcation of utility-run DR programs into Supply Resources and Load
Modifying Resources in Decision (“D.”) 14-03-026 provides a simple and rational
basis for setting cost allocation principles.

I propose principles to allocate the costs of utility-run DR programs based on their
bifurcation, customer eligibility, and generation-related functions.

I conclude that the costs of all the utility-run DR programs categorized in D.14-03-

026 should be recovered through generation rates.
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Utility-Centric Model:

* (California has a utility-centric model and participation of third-party DR Providers
in the California market has been limited.

* If the Commission wishes to move away from the utility-centric model, it must
adopt the proposed cost allocation principles, resolve uncertainties about Resource
Adequacy (“RA”) value applied to DR programs, and require competitive DR

procurement by the IOUs.

Back-Up Generators:

* The Commission should not prohibit use of back-up generators for DR, but

instead explore ways in which their use may be acceptable.

Demand Response Auction Mechanism:

* The Commission does not have jurisdiction to require ESPs to procure through

the proposed DR auction mechanism.

II. COST ALLOCATION

A. Competitive Neutrality and Fairness

Q. Why is it appropriate to consider cost allocation as a “foundational issue?”
A. The Assigned Commissioner and Administrative Law Judge (“ALJ”) identified cost
allocation as a “foundational issue” for Phase Two of this proceeding in the November

14, 2013 Scoping Memo' at the request of DACC and AReM, who explained that proper

' Joint Assigned Commissioner and Administrative Law Judge Ruling and Scoping Memo, R.13-09-011,
November 14, 2013, p. 9.
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cost allocation is fundamental to the success of a competitive DR market.” The effect of
this “foundational issue” is broader than simply the DR markets, however. Improper
allocation of IOU DR program costs also affects the viability of the retail choice market
and the ability of ESPs and Community Choice Aggregators (“CCAs”) to compete fairly

with the IOUs to acquire and serve customers.

Please describe the Commission’s foundational policy decision regarding cost

allocation and competitive neutrality.

In D.97-08-056, the Commission ordered the three IOUs to unbundle their rates into
separate generation and transmission/distribution components “to promote competition in
the electrical generation market.”® In that Decision, the Commission determined that
such unbundling was required to implement the “spirit and letter” of the restructuring
legislation, Assembly Bill 1890, and specifically cited Public Utilities Code (“PU Code”)
Section 330(k)(1), which stated that “in order to achieve meaningful wholesale and retail
competition in the electric generation market, it is essential to ... (s)eparate monopoly
utility transmission functions from competitive generation functions....,” and PU Code
Section 368 (b), which required the Commission to separate the IOUs’ costs into
“individual rate components such as charges for energy, transmission, distribution, public

9s4

benefit programs, and recovery of uneconomic costs.”” Further, the Commission

specifically prohibited allocation of generation costs to the distribution function:

In pursuing a policy to promote more efficient generation markets, we

? Prehearing Conference Statement of the Direct Access Customer Coalition and Alliance for Retail
Energy Markets, R.13-09-011, October 14, 2013, pp. 3-5.

’ D.97-08-056, p. 4.

*D.97-08-056, p. 7.
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reject proposals to allocate to monopoly functions any costs associated
with services that are or will be subject to competition. Specifically, we
will not permit allocations of generation cost to distribution customers.
To do so would compromise market efficiency by producing artificially
low utility generation rates (or utility profits which do not correspond to
utility risk) and provide competitive advantages, which would stifle

competition to the utilities. (emphasis added)’

Thus, in making its determination on unbundling, the Commission also explained
the potential for competitive harm through improper cost allocation. Specifically, the
Commission noted the clear potential for artificially-low utility generation rates that
provide competitive advantages to the utilities and stifle competition with improper cost
allocation. Although the original vision of Assembly Bill 1890 has changed significantly
over the years, and the utility’s expanded role in the procurement of generation resources
and continued bundled customer service is not what was contemplated in that legislation,
the basic requirement for competitive neutrality remains and the Commission has

continued its commitment to competitive wholesale and retail markets to this day.

What recent steps has the Commission taken to ensure that the IOUs compete fairly

in direct access, CCA and DR markets?

There are examples of recent Commission action to ensure competitive neutrality in two
recent decisions. First, in Rulemaking (“R.”) 11-03-012, the proceeding initiated to

determine the distribution of greenhouse gas (“GHG”) auction revenues, the Commission

* D.97-08-056, p. 8.
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mandated equal treatment of direct access and CCA customers, as well as competitively-
neutral communications with all retail customers.® The Commission specifically stated:
To ensure competitive neutrality among investor-owned utilities and
CCAs and Energy Service Providers, GHG compliance costs must be
included in the generation component of customers’ rates and allocated in
the same manner that other generation costs are allocated to bundled
customers. (emphasis added)’
In other words, the Commission recognized that proper cost allocation was an essential

component of ensuring competitive neutrality — and key to that allocation was

incorporating the IOUs’ GHG-related costs into their generation rates.

Second, in the direct participation phase of the Demand Response Rulemaking
(R.07-01-041), the Commission required the IOUs to incorporate into their tariffs
mandates to ensure competitive neutrality,® an addition made at the request of DR

Providers and direct access parties in that proceeding.’
Are there fairness issues that the Commission should consider?

Yes. In D.13-08-023, the Commission rejected Petition 12-12-010 (“Petition”) submitted
by DACC and AReM and other parties seeking Commission agreement to review and
reform existing cost allocation practices and the mechanisms used to determine non-
bypassable charges imposed on departing load customers.'® In rejecting the Petition, the

Commission stated:

% See, for example, D.12-12-033, Finding of Fact 39, p. 168 stating that a “high priority objective” of the
proceeding was “maintaining competitive neutrality”; and Finding of Fact 147, p. 186, requiring that
customer education and outreach plan be competitively neutral. See also, Ordering Paragraphs 1 (p.
206) and 3 (p. 209).)

7 D.12-12-033, Finding of Fact 136, p. 184.

¥D.12-11-025, R.07-01-041, Attachment B, Electric Rule No. 24, Section B.2.a.

? See, Joint Parties” Proposed Direct Participation Rules, R.07-01-041, May 2, 2011, p. 6. The Joint
Parties were EnerNOC, Inc., EnergyConnect, Inc, AReM, and DACC.

' P.12-12-010, pp. 2-4.
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The Commission remains committed to ensuring that Community Choice
Aggregators and other non-utility LSEs may compete on a fair and equal
basis with regulated utilities. Towards this end, we will continue to
consider both the mechanics and overall fairness of cost allocation and
departing load charge methodologies proposed in the future, with the
specific goal of avoiding cross-subsidization. (emphasis added)11

What do you conclude from this review of the history of Commission action on cost

allocation and competitive neutrality?

I conclude that the Commission has consistently recognized the need to ensure a level
playing field when the utilities are put in direct competition with non-rate regulated
service providers, like ESPs, CCAs, and third-party DR Providers. Proper cost allocation
of the IOUs” DR program costs is an essential component of “fairness” and in ensuring
that non-utility LSEs and DR Providers are able to compete on a “fair and equal basis”
with the IOUs. As described in the testimony that follows, improper cost allocation
undermines competitive markets, discourages participation by competitive third-party

providers, and confers an unfair competitive advantage on the IOUs.

Action Requested With Respect to Cost Allocation

What Commission action do DACC and AReM request with respect to cost

allocation?

The Commission previously determined in D.12-04-045 that cost allocation issues
“should be considered in a consistent manner across all three utilities and thus are best

handled in one proceeding.”'* The Scoping Memo establishes this as the proceeding

"'D.13-08-023, p. 17.
12D.12-04-045, p. 204.
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where this will be resolved.”” To do so, the Commission should establish defined
principles in this proceeding that will govern allocation of utility DR procurement and
program costs and apply uniformly to each of the IOUs. The I0Us would then be
required to comply with these cost allocation principles for all their DR procurement and
programs that are adopted as a result of individual utility applications or in their General
Rate Cases. Setting such uniform principles will ensure utility DR programs are
competitively neutral and consistent throughout the state. Moreover, as long as the IOUs
have complied with the Commission-approved uniform cost allocation principles, parties
would no longer be required to address this contentious issue in litigation. Below, I
recommend specific cost allocation principles for the Commission to adopt in this

proceeding.

C. Current Cost Allocation and Levels of Funding

Q. How do the IOUs recover the costs of their DR programs today?

A. In general, DR program costs are currently collected through distribution rates,'* with a

few minor exceptions. Pacific Gas and Electric Company (“PG&E”) recovers all of the
costs of its DR programs through distribution rates, except for the costs associated with
contract incentive payments to third-party DR Providers under the Aggregator Managed
Portfolio (“AMP”) program, which are recovered from bundled customers through its

Energy Resource Recovery Accounts (“ERRA™)." San Diego Gas & Electric Company

13 Scoping Memo, loc. cit., p. 9 and Attachment One, pp. 2- 3..
14 1.
Ibid.

5 Pacific Gas and Electric Company’s Demand Response Program Proposals for 2015 and 2016, R.13-
09-011, March 3, 2014, pp. 16-17. PG&E recovers the administrative costs of its AMP contracts
through distribution rates, as explained in D.12-11-045, p. 67. PG&E does not differentiate the
incentive costs (if included here at all) from administrative costs.
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(“SDG&E”) has no AMP contracts,'® but recovers the energy component of its DR
customer incentive payments in its ERRA."” SDG&E does not specify in its Bridge
Funding request what fraction of the overall incentive budget this represents, but given
that DR programs provide mainly capacity incentive payments, I suspect it is minimal.
SDG&E’s remaining DR program costs are recovered in distribution rates. Unlike
PG&E and SDG&E, Southern California Edison Company (“SCE”) did not address cost
recovery in its March 3, 2014 Bridge Funding request.'® However, in requesting
approval of its AMP contracts for 2011 and 2012, SCE stated that energy payments under

the contracts are recovered through ERRA and that other AMP costs, including capacity
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payments, are recovered through distribution rates.'” Again, given the fact that DR
programs are capacity-oriented, I suspect the amount recovered through ERRA is
minimal. I believe the remainder of SCE’s DR program costs are recovered through

distribution rates.
What level of DR funding for the IOUs has been authorized to date?

Table 1 provides what I have been able to parse out from the specified Commission
decisions issued since 2009 and also includes the proposed budgets included in the Phase

One decision released on April 15, 2014 by ALJ Hymes in this proceeding.

1°D.12-04-045, p. 188, states that SDG&E cancelled its AMP contracts in early 2011.

" San Diego Gas & Electric Company 2015-2016 Demand Response Program Proposals and Response
to Additional Information Pursuant to the Assigned Commissioner and Administrative Law Judge's
Ruling Providing Guidance for Submitting Demand Response Programs, R.13-09-011, March 3, 2014,
pp- 22-23.

'8 Southern California Edison Company’s Demand Response Program Improvement Proposals for Bridge
Funding Years 2015-2016, R.13-09-011, March 3, 2014.

' dpplication of Southern California Edison Company for Expedited Approval of Five Demand Response
Resource Purchase Agreements, A.12-09-007, September 7, 2012, Table V-4, p. 9.

10
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Table 1

Authorized 10U DR Program Expenditures Since 2009

With Costs Recovered Through Distribution Rates ($ Million)

Proposed Phase
10U D.09-08-027% | D.12-04-045"' | D.13-04-017% Ollillgffigg"“ TOTAL
PG&E $109.1 $191.9 -- $99.1 $400.1
SCE $188.8 $196.3 -- $180.5 $565.6
SDG&E $51.6 $65.8 1.8 $39.1 $158.3
TOTAL $349.5 $454.0 $12.1 $318.7 $1,124.0

In summary, the Commission has authorized DR program expenditures for the IOUs

totaling more than $1 billion since 2009, the vast majority of which I believe has been

recovered through distribution rates.”* If the current requests included in the Phase One

proposed decision are granted, this works out to approximately $1 per megawatt-hour of

what I believe to be generation-related costs recovered through distribution rates.

D. Effect of Current Cost Allocation on Markets and Costs to Consumers

Q. What are the effects of recovering IOU DR program costs through distribution

rates?

A. All customers pay distribution rates as a non-bypassable charge.

*® When generation-

related DR costs are allocated to distribution rates, there are several harmful effects.

D.09-08-027, p. 1.
' D.12-04-045, p. 1.
2 D.13-04-017, pp. 50-52. This Decision primarily authorized SCE and SDG&E to shift costs among

different DR programs, but did authorize some incremental budget amounts for SDG&E.

3 Proposed Phase One Decision, issued April 15, 2014, R.13-09-011, pp. 27, 32 and 37.
** These authorized amounts may not be entirely additive. For example, unspent DR program funds in
one funding cycle may be carried over to the next.
 Calculated as the sum of the three IOUs’ requests for 2015 and 2016 ($318.7 million) divided by 2
($159.4 million per year) divided by 2013 utility retail sales from their respective FERC Form P’s (190
million MWhs).
%6 Although customers connected at transmission-level voltages pay de minimis distribution rates — two
orders of magnitude less than those connected at lower voltages.

11
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First and foremost are the anti-competitive cost shifting and cross-subsidies that
result between bundled utility customers and direct access customers, when direct access
customers are forced to pay for a portion of the IOUs’ generation-related costs in their
distribution rates. Procurement by the IOUs of DR capacity and energy consumption
reduction services through their DR programs substitutes for procurement of capacity and
energy from a generating plant, which the IOUs own or contract with for the output. The
Commission authorizes the IOUs to recover their supply costs associated with such
generating plants through generation rates, and DR costs should be treated the same
way.”’ When all or some portion of the DR program costs are recovered in the
distribution revenue requirement instead of being recovered through the generation
revenue requirement, the generation rates for the IOUs’ bundled electricity service are
artificially suppressed, as costs are shifted from bundled customers to direct access
customers. This results in an unfair competitive advantage to the IOUs and is a
disadvantage to the ESPs and CCAs who directly compete with the IOUs for customers.
When current or prospective customers of ESPs and CCAs compare an IOU’s generation
rates to the ESP/CCA prices, they do not see the true cost of the IOUs’ generation
portfolio because of the subsidies included in their distribution rates. In short, when the
generation component of IOU rates is inappropriately whittled down in this manner, the
price comparison that retail choice customers must make between utility rates and
competitive prices is artificially skewed, diminishing competitive opportunities and
distorting the retail market. Such outcomes impede the direct access and CCA markets

and are directly contrary to Commission policy to ensure competitive neutrality.

?7 Capacity costs recovered through the Cost Allocation Mechanism (“CAM?”) are, of course, an exception
to this rule.

12
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Second, allowing recovery of utility DR costs from all customers through non-
bypassable rates or charges is a barrier to entry for third-party DR Providers, because the
customers they would serve through their own DR program offerings are required to pay
for the utilities’ programs, making the third-party program less competitive than the
utilities’ ratepayer-subsidized DR programs. >* A DR market dominated by the IOUs
eliminates the downward pressure on prices that broader and more robust competition

. 2
would create and thus creates higher costs for consumers.*

Third, the existence of the IOUs’ ratepayer-subsidized DR program will in turn
cause third-party DR Providers to choose to spend their limited market development
dollars to engage in other markets where the playing field is less skewed and
opportunities for competitive success are greater, or must confine their participation to

the utility-based programs.

Fourth, the prescriptive DR programs offered by the IOUs often do not fit the
customers’ needs, thereby discouraging or prohibiting participation by customers.
Further, California’s market lacks the third-party DR Providers to bring innovative DR
products and services that can be tailored specifically to meet the needs of California’s

consumers.

Has the California Independent System Operator (“CAISO”) raised concerns about

the effect of improper cost allocation on competitive DR markets?

% See: D.12-04-045, pp. 201-202; and Testimony of Mark E. Fulmer on Behalf of the Direct Access
Customer Coalition and the Alliance for Retail Energy Markets Concerning Competitive Issues in the
2012-14 Demand Response Program Proposals, A.11-03-001 et al, June 15, 2011.p. 12-20.

? See, for example, Customer Choice in Electricity Markets: From Novel to Normal, prepared for
COMPETE Coalition by Dr. Philip R. O’Connor, November 15, 2010, pp. 5 -6; and Embrace Electric
Competition or Its Déja vu All Over Again, by Frank Huntowski, Neil Fisher and Aaron Patterson, The
NorthBridge Group, October 2008, pp. 62-71, for a discussion of competition in other industries and the
effects on prices, innovation and products for consumers.

13
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Yes. In addition to DACC and AReM, the CAISO raised this same issue in the previous
DR policy proceeding, R.07-0-041. The CAISO explained that California’s current cost
allocation approach creates an “un-level and anti-competitive playing field,” which
prevents a “viable competitive” DR market from taking “root.”* The CAISO reasoned
that improperly allocating IOU DR program costs to distribution rates is both a “major
policy issue” and a “current barrier to the development of a competitive demand response

market.”!

Recommended Cost Allocation Principles

What cost allocation principles do you recommend the Commission adopt?

In a March 2014 decision in Phase Two of this proceeding (D.14-03-026), the
Commission determined that utility DR programs should be bifurcated into two
categories: Supply Resources and Load Modifying Resources.** That adopted
categorization provides a rational and simple basis for cost allocation principles, as

follows:

* Supply Resources are integrated into the CAISO’s wholesale energy markets,”

thereby performing the same function as generation resources. The associated
Supply Resource costs must be recovered the same way as they are for generation

resources — through generation rates.

% Initial Response on the Assigned Commissioner and Administrative Law Judge’s Ruling Soliciting
Responses from Questions Arising from Federal Energy Regulatory Commission Order 745 and 7454,
CAISO, R.07-01-041, August 17, 2012, p. 7; see also, discussion on pp. &10.

! Ibid, p. 8.

*2 D.14-03-026, Ordering Paragraph 1, p. 28.

3 D.14-03-026, Ordering Paragraph 3, p. 28.

14
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* Load Modifying Resources are resources that “reshape or reduce the net load

curve.”** Costs associated with this category of DR resource should be allocated
depending on: (a) the customers to whom the program is available and applicable;
and (b) whether the program functions as a substitute for generation by providing
a Resource Adequacy (“RA”) capacity credit or other generation-like function,
such as peak-shifting. Specifically, if the Load Modifying program is a pricing
tariff, such as time-of-use (“TOU”) rates or dynamic pricing tariffs, such
programs are solely available and applicable to bundled utility customers and the
costs should therefore be recovered solely from those bundled utility customers.
On the other hand, if the Load Modifying program is available and applicable to
all customers, including direct access customers, but also provides an RA credit
(or other generation-like function), the program functions as a substitute for
generation and must be recovered through generation rates, with the RA benefits
retained by the bundled customers. I describe this cost allocation approach in

more detail below.

Q. Please explain the rationale for recovering the costs of Supply Resource DR through

generation rates.

A. The main benefits of Supply Resource DR are to reduce peak demand on the electrical
system, reduce the need to procure new peaking resources, and potentially to help
integrate intermittent renewable resources into the grid. In other words, this kind of DR

directly substitutes for generation supply.

** D.14-03-026, Ordering Paragraph 2, p. 28.

15
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The CAISO agrees that DR performs a generation-like function in the wholesale

market. In its 2009 Annual Report, the CAISO discussed:

... the need to translate retail demand response programs managed by
utilities or aggregators into wholesale products that look and act like
generators. This would mean the ISO could use demand response the
same way as thermal power plants in advance of real time as part of the

total resources available to serve load. (emphasis added)*”

This is exactly the function provided by DR Supply Resources. They are designed to
“look and act like generators” in the CAISO’s wholesale markets. Thus, their costs
should be allocated the same way that generator costs are allocated — through generation

rates.

As further evidence, the Commission has approved utility DR programs that can
be bid into CAISO markets as a Proxy Demand Resource (“PDR”).*® In its order
approving PDR, FERC concurred that PDR “is treated like generation” in the CAISO’s
tariff rules.”” FERC further determined in Order 745 that DR can act as an alternate for

generation and is entitled to equal compensation under certain conditions.*®

In other words, DR participating in wholesale markets substitutes for generation.
FERC has ordered compensation for such resources equal to that received by generation

resources.  Utility costs associated with generation facilities and procurement are

2009 CAISO Annual Report, pp. 18-19.

% D.10-12-036, Ordering Paragraph 1, p. 7.

37 Order Conditionally Accepting Tariff Changes and Directing Compliance Filing, 132 FERC 9 61,045,
ER10-765-000, July 15, 2010, paragraph 24.

¥ Demand Response Compensation in Organized Wholesale Electric Markets, 134 FERC 9 61,187,
March 15, 2011, paragraph 47.

16
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recovered through generation rates. It logically follows that costs associated with DR

Supply Resource programs must be treated the same way.

Q. Please explain your cost allocation principles for Load Modifying Resources.

A. D.14-03-026 adopted a categorization of certain utility DR programs as Load Modifying

Resources.”” The utility DR programs assigned to Load Modifying Resources include
two types: (1) pricing tariffs for bundled utility customers that are intended to incent
customers to reduce their energy consumption during peak periods and (2) Load
Modifying DR programs that are open to all customers but provide RA credits or other
generation-like function, such as peak-shifting. This categorization serves as the basis for
the recommended cost allocation principles. Table 2 lists the five IOU DR programs
categorized as Load Modifying Resources in D.14-03-026 and represents my
understanding about which IOUs offer the programs, which customers are eligible to
participate in them, and whether they receive RA credits. As is clear, most of these IOU

programs apply to bundled customers only.

* D.14-03-026, Table 2, p. 21.

17
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Table 2
Load Modifying Resources As Proposed in D.14-03-026 --
Customer Eligibility and RA Credits

DR Program 10U Eligibility

Critical Peak Pricing (CPP) SCE, SDG&E Bundled only Yes
Time of Use (TOU) Rates PG&E, SCE, SDG&E | Bundled only —
Permanent Load Shifting

(PLS) PG&E, SCE, SDG&E All —
Real Time Pricing (RTP) SCE Bundled only —
Peak Time Rebate (PTR) SDG&E Bundled only Yes

Q. Please explain the cost allocation principle that applies to utility pricing tariffs.

A. Pricing tariffs include a broad range of tariffs that are available and applicable solely to
bundled utility customers and are intended to encourage energy conservation during peak
hours or hours with high market prices. Many of the tariffs are default tariffs under
which the utilities sell electricity to their bundled customers. As noted above, in Table 2
of