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November 30, 1999

Kevin Coughlan

Energy Division

California Public Utilities Commission

505 Van Ness Avenue 

San Francisco, CA 94102


Subject:  PROTEST OF PACIFIC GAS & ELECTRIC COMPANY 

ADVICE LETTER 1934-E.
Dear Mr. Coughlan,

ORA protests Pacific Gas & Electric Company’s (PG&E’s) Advice Letter 1934-E, dated November 10, 1999.  AL 1934-E proposes to create a new optional rate schedule, E-BID Price Responsive Load Program (E-BID).  E-BID is complex and requires 15 tariff pages. E-BID also results in preferential access to information and to customer relationships. ORA’s protest is based on concerns about the length of the program, reasonableness, and utility access to information. ORA also suggests that PG&E notifies customers that they may face hourly prices when the rate freeze ends.

PG&E’s Load Management program should be a transitional program

During the October 18 workshop on demand responsiveness, ESPs asserted they can also provide load management programs and requested that the programs should not automatically be given to regulated utilities. The pressing need for increased demand responsiveness should not set this Commission upon a course that will deter long-run competition for the delivery of demand responsive programs. Program design should be competitively neutral rather than grant entitlements to regulated utilities. 

A workably competitive market does not create inequities between regulated and non-regulated firms. Regulated utilities and competitive market participants should simply be subject to the same incentives and consequences. Regulation in the presence of competition must be designed to provide all regulated and non-regulated equal risks and rewards so that the superior businesses will rewarded based on its ability to serve customers and not based on ratemaking privileges.  

Commission evaluation after the 2000 transition year of this program should assess both future funding and administrative options. For example, the ISO or PX might administer such a demand responsiveness program.  Funding issues to consider are how, if at all, ratepayer funding would be available, and how such funding could be provided on a competitively neutral basis. 
Schedule E-BID should be subject to reasonableness review 

PG&E does not have adequate information to determine how bundled service customers may respond to significant changes in this market prices for energy. PG&E has not provided calculations of benefits or included any workpapers relating to costs in its advice letter. ORA has not been able to verify underlying costs or benefits, the basis for costs and benefits, or the sensitivity of various assumptions.  The most prudent statement at this point is that E-BID might work, or it might not.  Therefore, ORA recommends that if E-BID is approved, the operation of the tariff be subject to reasonableness review. 

Further, through administering the E-BID program, PG&E would gain valuable information about bundled service customers’ energy demand responsiveness to PX prices.

ORA believes that the reasonableness review should explicitly include an assessment and disclosure of the information acquired by PG&E during the course of administering and implementing the voluntary curtailment program.  More specifically, ORA believes that the Commission should require PG&E to provide the public with the data necessary to prepare an independent assessment of the program. This data should be provided with enough time for the parties to analyze and report on as part of the reasonableness review. The California Energy Commission (CEC) should use the data to prepare a report as part of the reasonableness review. Data should be consistent with that provided by other utilities. Using Southern California Edison’s suggestions as a starting point, ORA recommends the following. Data should include the number of events, the date of the events, the date of cancelled events, and for each completed event the following: the number of schedule participants, the number of participating customers, the hourly published day-ahead PX MCP, hourly E-BID commitments, hourly participating customers, actual hourly reduced energy, average actual reduced energy as a percentage of commitments, the total payments and the number of customers whose actual reduced energy fell short of 50% of their committed reduced energy. This CEC report should then be made available to all market participants at the time of the reasonableness review at the CPUC. 

PG&E’s customers should be notified that they might face market prices after the rate freeze ends

All large power customers should be given notice that their rates may be determined on an hourly basis after the rate freeze ends.  Customers should be notified as soon as possible.  Customers can then contract for energy management services and risk management services through the competitive market.

ORA appreciates the opportunity to comment on PG&E’s proposal to operate a demand responsiveness program. The Commission should modify PG&E’s Advice letter 1934-E as described above and adopt PG&E’s approach subject to the above modifications. Please contact Monica Rudman if you have any questions regarding this protest. She can be reached at (916) 327-1642. 

Yours truly,

Dave Morse

Senior Manager

Consumer Issues Branch

Cc: Les Guliasi [fax service to (415) 973-7451]

       Juanita Porter, Energy Division
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