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Question 5

Please provide PG&E’s best estimate of demand reductions comparable to those presented in Table 5-6 assuming that AB 1X is interpreted to preclude any changes to tier 1 and 2 residential rates, including changes through credits and debits applied to existing rates.  (In other words, all TOU and CPP price signals only would be applied to tiers above tier 2).  Provide separate estimates assuming that all changes to tiers above tier 2 are applied on an op-in and an out-out basis.

Answer 5

The question contains an assumption that "AB 1X is interpreted to preclude any changes to tier 1 and 2 residential rates, including changes through credits and debits applied to existing rates."  PG&E believes this assumption about AB 1X is legally incorrect and inaccurate.  For this reason, although PG&E responds to the question with a discussion of residential customer demand response under a rate design with TOU and CPP price signals applied only to usage above Tier 2, PG&E does so for hypothetical purposes only and does not accept the interpretation of AB 1X contained in the question.

Subject to the reservation expressed above, PG&E provides the following response.  PG&E believes that very little or almost no residential customer demand response could be realized under an opt-in case of the type described in this question (with TOU and CPP price signals applied only to usage above Tier 2), and that significantly less demand response would be realized even under the opt-out case, when considered relative to the voluntary demand response estimates that PG&E has developed under the assumption that voluntary TOU and CPP price signals will apply to all usage.

Using the same Class Load Research Population (CLRP) sample data that PG&E used to develop the proposed rates presented in Exhibit (PG&E-6), PG&E estimates that (1) approximately 53 percent of its residential customers have no June 1 - September 30 upper-tier usage that would be subject to TOU or CPP prices of the type described in this question; and (2) another 32 percent of its residential customers would have less than half of their mid-summer usage subject to such prices.  Thus, fully 85 percent of PG&E's residential customers would receive either no price signals or very significantly "muted" price signals under this approach, relative to those price signals that have been tested for the last three years under the Statewide Pricing Pilot (SPP) rate design. 

While it is not practicable to extrapolate SPP results (which used prices that applied to participants' entire usage) to develop robust estimates of residential customer demand response under upper-tier-only price signals, it is clear that any such response would necessarily be much smaller than the results that have been obtained under the SPP rate design.  Even under an opt-out scenario, just 15 percent of residential customers (with approximately 36 percent of total mid-summer usage) would receive price signals that would apply to any more than one-half of their total electricity usage.

The first paragraph of this response is provided on advice of PG&E counsel.
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