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testing of RTP's ability to act as an inducement to reduce load
during specific times of the day. The LM price signal or
subcomponent, a dispatchable variable shortage cost, refines and
extends the existing fixed marginal shortage cost. The highest
tier of this three-increment cost (i.e., $.0375/kWh) is pegged to
the full annualized cost of building a peaking unit combustion
turbine (that is, the full gas turbine proxy). The LM
subcomponent will be invoked only on those days when spinning
reserves are expected to fall below 7.57.

The subcomponent's incremental level will reflect the percent of
spinning reserve margin that is forecast for the day's system
peak., The incremental amount will be incorporated into the hourly
price across the entire on-peak period. The utilization of the LM
subcomponent will be tied to the forecast spinning reserve margin
established on any given day. The price signals transmitted on
the previous day will be updated to reflect the appropriate
increment at least one hour prior to the applicable time frame.
The intended purpose of these updates is to invoke the LM
subcomponent based on the day's forecasted spinning reserves at
peak. However, PG&E may also update other components of the
pricing algorithm when system conditions warrant. The total
number of updates is limited to 10 per year.

Price Signal Increment vs. % Spinning Reserve

Tier 1 - $.,0125/kWh 7.47% - 7.0%
Tier 2 - $.0025/kWh 6.9%2 - 6.07%
Tier 3 - $.0375/kWh 5.9% - 0%

6. The proposed rate schedule, as well as the overall design of
the experiment, reflects the Commission Staff's interest and
input. PG&E has worked with the staff in developing the scope and
direction of the project.

7. PG&E plans to recruit three additional participants for the
1986-1987 experiment from among customers in its Golden Gate,
Redwood, and Mission Trail Regions currently being served on
Electric Schedule No. A-22, Time-Metered General Service. The
recruits will bring the total participant base to seven, as called
for in PG&E's "Demand-Side Real-Time Pricing Project Plan 1985~
1987."

8. PGRE wishes to begin serving customers under the new schedule
commencing on or after April 16, 1986.

9. PG&E and staff believe that the tariff should be approved to
be effective through March 31, 1987. Staff is enthusiastic about

) the insights to be gained from the RTP experiment.

- »:/
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Many aspects of RTP, such as the pricing algorithm, communication
systems, etc., will be evolving and improving over the life of the
experiment and beyond. 1In order to maximize the quality of
insights gained and incorporate the valuable experience into the
remainder of the experiment, PG&E and staff will evaluate progress
annually according to the schedule below. On the basis of the
quality of the data and analysis provided by PG&E, an improved
tariff will be considered prior to the expiration of the 1986-87
tariff.

A) Staff of the Public Staff Division will provide
PG&E with a written outline detailing the content and
format of the Annual RTP Report. PG&E will

submit 10 copies of a Draft of the Annual RTP Report

to the assigned RTP Project Manager of the Public Staff
Division on or before December 1, 1986. Upon receipt of
PG&E's Draft Annual RTP Report, Staff will determine
whether its contents meet the desired standards of
completeness and thoroughness. Within two weeks after
the receipt of the Draft Report, Staff will advise PG&E
of any aspects of the report deemed unacceptable.

B) By February 1, 1987, PG&E will submit the Final
RTP Report.

Due to the lack of completeness and thoroughness of
the 1985-86 Annual RTP Report, Staff will request by
letter additional information from PG&E. The
decision of whether or not to approve a new tariff in
March, 1987 will be based upon this additional
information from 1985-86, as well as on the 1986-87
Annual RTP Report.

C) Based upon the results of the Final Annual RTP

Report, PG&E will propose adjustment and/or refinement

of the Pricing Algorithm, especially the Marginal Shortage
Cost Component. PG&E will submit a new pricing algorithm
within two weeks of the submittal of the Final Report.

The purpose of the above schedule of requirements is to ensure
that the experiment is as productive as possible and that the
tariff is renewed on a timely basis.,

10. Copies of this advice letter have been mailed to all
interested parties whose names appear on the attached service list
to the advice letter., The Commission has received no protests in
this matter,

11. This filing has been reviewed by the Energy Branch of the
Evaluation and Compliance Division and approval is recommended.
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12. We find that this advice letter is just and reasonable and
will not increase any rate or charge, cause the withdrawal of
service, nor conflict with any other schedules.

THEREFORE:

1. Pacific Gas and Electric Company is authorized by Sections 454
and 490 of the Public Utilities Code and by Section X.A. of
General Order 96-A to place the above Advice Letter No. 1111-E
into effect today subject to the following modifications:

a. PG&E shall fully comply with the terms and
conitions set forth in Paragraphs 4 and 9 above.

b. The initial term of the Electric Service
Agreement for Experimental Real-Time Pricing
Service (Form 79-704) shall be limited to one year.

2, Advice Letter 1111-E and accompanying tariff sheets as ordered
modified shall be marked to show that they were authorized for
filing by Commission Resolution E-2083. This Resolution is
effective today.

3. The modified tariff sheets and form shall be filed within five

days of the effective date of this Resolution.

I certify that this Resolution was adopted by the Public Utilities
Commission at its regular meeting on April 16, 1986. The
following Commissioners approved it:

ﬁ%{. Lz~

Executive Directof——m




