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�STIPULATION regarding utility LOAD CURTAILMENT PROGRAMS

PARTIES

The Parties to this Stipulation Regarding Utility Load Curtailment Programs (“Stipulation”) are the California Industrial Users (“CIU”), California Large Energy Consumers Association (“CLECA”), California Manufacturers Association (“CMA”), Department of Defense, Department of the Navy and Federal Executive Agencies (collectively referred to as “FEA”), Office of Ratepayer Advocates (“ORA”), Pacific Gas and Electric Company (“PG&E”), and Southern California Edison Company (“Edison”) (referred to hereinafter collectively as “Parties” or individually as “Party”).

RECITALS

A.	CIU, CLECA, and CMA are associations of industrial consumers of electricity in the State of California and advocate the interests of their respective members in proceedings before the California Public Utilities Commission (“Commission”).  

B.	FEA is a consumer of electricity in the State of California with numerous facilities in PG&E’s and Edison’s service territories.

C.	ORA is the office of the Commission responsible for advocating the interests of utility customers.

D.	PG&E is an investor�owned public utility in the State of California and subject to the jurisdiction of the Commission with respect to the provision of electric and gas service to its Commission�jurisdictional retail customers.

E.	Edison is an investor�owned public utility in the State of California and subject to the jurisdiction of the Commission with respect to the provision of electric service to its Commission�jurisdictional retail customers.

F.	PG&E and Edison presently have load curtailment programs and a number of interruptible tariff schedules which provide customers discounted electric service rates in exchange for the right to call upon them to curtail their load to pre�determined Firm Service Levels (“FSL”) pursuant to certain utility�specific criteria.  Customers participating in load curtailment programs are referred to as “non�firm customers.”

G.	PG&E can currently call upon its non-firm customers to reduce load in any of the following circumstances:

1.	In any operating month (May through September), load curtailment programs will be considered for initiation if the 9:00 a.m. forecast on�peak operating reserves for the California Power Pool’s (“CPP”) Electrical Emergency Plan is less than seven percent;

2.	After the 9:00 a.m. forecast, the Chief System Dispatcher has discretion to operate the load curtailment programs if system conditions change such that a utility operating reserve of less than five percent or less is likely during the daily peak;

3.	If a transmission overload occurs, or is anticipated during the daily peak, load curtailment programs may be initiated to alleviate the overload after other immediately available remedial actions have been taken; and

4.	If the decision to operate is made after noon, the “scram” order will be used (load curtailment operations are to begin immediately upon notification).

PG&E’s program is limited to a maximum of thirty curtailments per year, with each curtailment lasting no more than six hours, and no more than 100 hours in total each year.  PG&E also has the authority to initiate up to two “pre�emergency” curtailments each year.  

H.	Edison can currently call upon its non-firm customers to reduce load are when:

1.	Edison is ready to start its next to the last peaking generator and there is insufficient time to evaluate and secure alternative resources; or

2.	Edison’s spinning reserve is anticipated to fall below five percent for more than one hour and the cost of replacement capacity and energy available to Edison exceeds seven cents per kilowatt-hour.  

If either of these two criteria is satisfied, the Edison system operator can send the signal notifying some or all of its non-firm customers to reduce their load to their predetermined FSL.  As set forth in their Contract for Interruptible Service, once this notice is sent, customers have up to thirty minutes to curtail load pursuant to their contractual commitments.  Once notified, failure to curtail load will result in financial penalties.  Edison’s program is limited to twenty-five curtailments in a calendar year with each curtailment lasting no longer than six hours.

I.	Edison also has an air conditioning cycling program for its domestic and general service customers which allows it to automatically disconnect a portion of each participating customer’s load when:

1.	There is a Stage II statewide alert as determined by the California Power System Coordinator;

2.	There is a capacity shortage on Edison’s system; or 

3.	The system needs to be tested.

Cycling under the second criterion is limited to fifteen occurrences per year from the first Sunday in June through the first Sunday in October and is limited to no more than six hours per occurrence.

J.	PG&E’s and Edison’s system operators currently administer these load curtailment programs and determine when their load curtailment program criteria have been met. 

K.	Pursuant to Section 743.1 of the California Public Utilities Code, the current non�firm incentives (discounts from firm service prices provided to customers receiving non�firm service) are fixed until March 31, 2002.

L.	Creation of the Independent System Operator (“ISO”) will require modifications to both Edison’s and PG&E’s load curtailment programs and their interruptible tariffs.  These modifications have been the subject of numerous discussions within the Ratesetting Working Group and the ISO / WEPEX Working Group.  The Parties to this stipulation propose that the Commission direct PG&E and Edison to modify their interruptible tariffs and contracts as recommended below and to file these modified tariffs and contracts by advice filing.  These tariffs and contracts are to be in place until the freeze of non-firm incentives expires.  

RECOMMENDATION

Pursuant to Section 743.1, the existing individual Utility Distribution Companies’ (“UDCs”) load curtailment programs and the related rate incentives must continue until March 31, 2002.  With the implementation of an ISO, however, the UDCs are not in a position to identify when the programs should be activated and some of the operation criteria and protocols associated with these programs will no longer be implementable.  To balance the requirements of Section 743.1 and the manner in which the system will be operated during the transition period, the Parties recommend that the UDCs retain responsibility for notifying customers when to reduce load and administrating their load curtailment programs in accordance with their existing tariffs.  However, responsibility for monitoring the system and notifying the UDCs when the criteria and protocols for an interruption have been met should rest with the ISO, which will render such notification in accordance with the criteria and protocols defined in Section 3.1 below.  

Given that the criteria and protocols defined in Section 3.1 below may change the perceived risks associated with the load curtailment programs, the Parties also recommend that non�firm customers be given the opportunity to opt-out of the load curtailment programs and return to firm service.  In addition, the Parties recommend that direct access customers continue to be eligible for non-firm service and non-firm customers be prohibited from bidding curtailable demand into the ISO as an ancillary service.

The Parties also recommend that new grid-wide load curtailment criteria and protocols be developed to replace the current UDC-specific criteria and protocol beginning March 31, 2002.  At that time, non�firm customers should be given the opportunity to decide whether they want to participate in new load curtailment programs subject to new ISO-wide operating rules or receive some other form of service.

Load Curtailment Program Operations During The Transition Period

The ISO should determine when the criteria and protocols for implementing the load curtailment programs have been met and notify the UDCs when to call upon non-firm customers to reduce their loads.  The UDCs should have the responsibility of administering their respective load curtailment programs, notifying participating customers to reduce their load to their firm service levels, and notifying the ISO of the amount of curtailable load available to the ISO.  

The PG&E and  Edison program initiation criteria are different, but the five percent operating reserve criterion is a central feature of both which can be readily applied to the ISO during the transition period.  This reserve criterion can be based on the ISO’s total real-time operating reserves including spinning plus any non-spinning reserves that can be made available within one hour.  Load curtailment would be initiated if operating reserves were forecasted to drop below five percent within the next operating hour.

The Edison criterion related to starting the next-to-last combustion peaker unit can be eliminated, since under the ISO’s operating reserve protocols, consideration of the ability to rely on the next-to-last combustion peaker unit is automatically included in the operating reserve category, without the specific need to start any individual generating units.  

The Edison criterion related to the price of real time replacement power exceeding 7 cents per kilowatt-hour can be eliminated.  When operating reserves in the ISO fall below five percent, it will certainly be clear that real time replacement capacity will have already been exhausted, and thus the price threshold will provide no additional screening, and would only complicate administration of the criteria.

The PG&E transmission overload criterion provides an additional tool for addressing transmission reliability problems on what is currently the PG&E transmission system, and could be incorporated in the ISO’s transitional load curtailment criteria.  However, it would only be applicable to PG&E customers, since this is not currently a part of Edison tariff.

The ISO protocols, in the day-ahead scheduling process, are expected to adhere to the following guidelines:

a)	At a minimum, the ISO will arrange in the day�ahead scheduling process operating reserves consisting of spinning reserves (on-line, synchronized unloaded generation which can be loaded within 10 minutes) and non-spinning reserve (off-line generation capable of starting and loading within 10 minutes).  The operating reserve level required for each forecast hour of the next scheduling day should meet the Western Systems Coordinating Council Minimum Operating Reserve Criteria (“MORC”); in other words, at least five percent of the load being served by hydro generation plus seven percent of the load being served by thermal generation, of which at least half will be spinning reserve.  

b)	The ISO will procure additional operating and/or replacement reserves (off-line generation capable of starting and loading within sixty minutes) in the day ahead and hour ahead scheduling processes to ensure reliable and prudent operation. 

c)	In real-time operation, when the ISO forecasts operating reserves (spinning and non-spinning) to fall below the MORC levels, the ISO is expected to begin taking action to restore operating reserves to the MORC levels by either ordering replacement reserves to start generating or procuring additional firm energy from supplemental energy sources.  For the sixty minutes during which replacement reserve units are allowed to start and ramp-up to their scheduled generation levels, operating reserves may fall below seven percent.  Unless reserves drop or are forecast to drop below the five percent level within that sixty minute response time, no additional actions should be necessary for ISO to meet the MORC.

d)	In real-time operation, when the ISO forecasts operating reserves to fall below five percent within the next sixty minutes and real-time replacement capacity is not available, the ISO will notify all UDCs that initiation of load curtailment operations should begin, subject to the congestion limitation below.  The ISO will direct the UDCs to curtail specific amounts of load (up to the full capability of the programs) sufficient to maintain operating reserves above the five percent level through the next forecast hour.  The ISO will also allocate the load curtailment amounts to the UDCs in proportion to the capabilities of the respective programs and at the location of the interruptible load and of the shortage.  The UDCs will be expected to timely activate their respective load curtailment programs so as to achieve the requested load reduction approximately thirty minutes following the ISO’s initial load curtailment notification.  The UDCs will monitor performance under their respective programs, and administer payments and/or penalties pursuant to their respective tariffs.

e)	In the event that transmission congestion within the ISO grid renders ineffective the use of the load curtailment programs on one side of the congested transmission grid, it may be necessary for the ISO to selectively notify some, but not all, of the UDCs to initiate their load curtailment programs.

f)	The PG&E load curtailment program may be used by the ISO to mitigate transmission overloads pursuant to the PG&E program tariffs only if the sole remaining measure available to mitigate the transmission overload is reducing load.

g)	The provisions of the CPP Electricity Emergency Plan should be revised to reflect the ISO’s definitions of system emergencies and capacity shortages.  

Opt-out Provision For Current Program Participants

Changes in the operation of load curtailment programs will likely change the risk of interruptions perceived by customers.  Thus, the current non-firm customers should be given the opportunity to re�evaluate the costs and benefits of taking non-firm service and allowed to switch to firm service.  Customers electing to switch to firm service must recognize that they will then pay a higher Competition Transition Charge (“CTC”) and higher rates overall.  

Within one month of the date the changes in the operating criteria are announced, the current, non-firm customers should be given the opportunity to leave the load curtailment program or increase their FSL.  In addition, beginning in 1998, non�firm customers should be given a one month window each year, from November 1 to December 1, to leave the load curtailment program and take firm service or increase their FSL.  However, since the load curtailment programs are closed to new customers, customers who elect firm service or increase their FSL will not be allowed to return to non-firm status or reduce their FSL in the future.  

Following receipt of any withdrawal notices from load curtailment program participants, the UDCs should be required to notify the ISO of the total quantity of load curtailment available for the current calendar year in December of each year.  [THE REQUIREMENT IN SECTION 2.3.2.8.1 THAT THE UDC NOTIFY THE ISO BY OCTOBER 1 OF EACH YEAR OF THE ELIGIBLE INTERRUPTIBLE LOAD NEEDS TO BE CHANGED]  

Applicability To Direct  Access Customers

Non-firm service should be continued for both bundled service and direct access customers.  A direct access customer, however, should be required to notify its energy services provider and scheduling coordinator that it is subject to load curtailment under specific circumstances.  The electricity that would otherwise be consumed by the direct access customer will instead go into the balancing market, where it would help meet other customers’ load requirements.  Under these circumstances, the purchase contract for the curtailed non-firm customer should address the treatment of any imbalances or imbalance costs.  In addition, the non-firm customer will need to be responsible for notifying its schedule coordinator that it is subject to interruption by the UDC under certain conditions.

The same notification and program operation requirements would apply regardless of whether a customer is continuing to take bundled service from the UDC or has opted for a direct access supply arrangement.

Bidding Curtailable Demand

Non-firm customers should be prohibited from also bidding curtailable demand into the ISO as an ancillary service.  As a participant in a UDC load curtailment program, the customer’s curtailable load will already be available to the ISO as a real-time reliability tool.  Allowing participants to simultaneously bid their curtailable load to the ISO as curtailable load (under the replacement reserve category) would mislead the ISO into double counting the demand reductions available and could also lead to double dipping.  Therefore, load curtailment program participants’ curtailable load bids into the ISO’s ancillary service market should be limited to amounts below their contract FSL, if applicable.  Load on participating accounts in programs with no FSL (e.g., real-time pricing programs, or PG&E’s interruptible customers with UFR service) would not be eligible for ISO curtailable bids.  If, however, the UDC had already utilized the full capability of the load curtailment program (e.g., had interrupted all the available hours), then the participant would be free to bid to the ISO the full extent of any curtailable load for the rest of the year.

Additionally, load curtailment program participants should be able to submit price-based demand bids to the Power Exchange (“PX”) during the day-ahead and hour-ahead auction/scheduling processes as a means of managing their own energy usage without detracting from the value of the load curtailment program.  (Under the load curtailment program, any load which the participant decided to serve during an hour would still be available to be reduced to their contract FSL upon initiation of a load curtailment by the UDC.  Thus, participating in the PX demand bidding process will not result in double dipping by load curtailment program participants.)

Load Curtailment Program Operations After The Transition Period

During the transition period, the Parties also recommend that the ISO, in conjunction with the UDCs, any non�UDC Participating Transmission Owners (“PTOs”) and interested customers should develop grid-wide load curtailment criteria and protocols to replace the current UDC-specific criteria and protocol after March 31, 2002.  The current load curtailment program agreements between the UDCs and their non-firm customers should end at that time and those customers participating in the current programs should be free to decide whether they would like to continue receiving non-firm service and participate in the new, ISO-wide load curtailment program.  

REGULATORY APPROVAL

In consideration of the mutual obligations, promises, covenants and conditions contained herein, the Parties agree to use their best efforts to obtain Commission approval of the Stipulation.  The Parties shall jointly request that the Commission:  (a) approve the Stipulation without change; and (b) find the Stipulation to be in the public interest, reasonable and consistent with the law.

NON-PRECEDENT

Consistent with Rule 51.8 of the Commission’s Rules of Practice and Procedure, this Stipulation is not precedential.

PREVIOUS COMMUNICATIONS

The Stipulation contains the entire Stipulation and understanding between the Parties as to the subject matter of this Stipulation, and supersedes all prior agreements, commitments, representations, and discussions between the Parties.  In the event there is any conflict between the terms and scope of the Stipulation and the terms and scope of the accompanying joint motion, the Stipulation shall govern.

NON-WAIVER

None of the provisions of this Stipulation shall be considered waived by any Party unless such waiver is given in writing.  The failure of a Party to insist in any one or more instances upon strict performance of any of the provisions of this Stipulation or to take advantage of any of their rights hereunder shall not be construed as a waiver of any such provisions or the relinquishment of any such rights for the future, but the same shall continue and remain in full force and effect.

EFFECT OF SUBJECT HEADING

Subject headings in this Stipulation are inserted for convenience only, and shall not be construed as interpretations of the text.

GOVERNING LAW

This Stipulation shall be interpreted, governed, and construed under the laws of the State of California, including Commission decisions, orders, and rulings, as if executed and to be performed wholly within the State of California.

SIGNATURE DATE

This Stipulation shall become binding on the date the last Party has signed it.

Execution

The undersigned, on behalf of the Parties they represent in the above-captioned proceedings, hereby agree to abide by the recommendations and conditions herein set forth.  The Parties agree that this Stipulation may be executed in seven counterparts, each of which shall be deemed an original.  

CALIFORNIA INDUSTRIAL USERS��CALIFORNIA LARGE ENERGY CONSUMERS ASSOCIATION��By:  ________________________________��By:  ________________________________��Philip A. Stohr�Attorney for CIU��William H. Booth�Attorney for CLECA��Dated:  September ____, 1997��Dated:  September ____, 1997��CALIFORNIA MANUFACTURERS ASSOCIATION��DEPARTMENT OF DEFENSE / DEPARTMENT OF THE NAVY / �FEDERAL EXECUTIVE AGENCIES��By:  ________________________________��By:  ________________________________��Keith McCrea�Attorney for CMA��Norman J. Furuta�Attorney for FEA��Dated:  September ____, 1997��Dated:  September ____, 1997��OFFICE OF RATEPAYER ADVOCATES��PACIFIC GAS AND ELECTRIC COMPANY��By:  ________________________________��By:  ________________________________��Catherine A. Johnson�Attorney for ORA��Andrew L. Niven�Attorney for PG&E��Dated:  September ____, 1997��Dated:  September ____, 1997��SOUTHERN CALIFORNIA EDISON COMPANY����By:  ________________________________����James M. Lehrer�Attorney for Edison����Dated:  September ____, 1997����
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