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I
INTRODUCTION

On December 23, 2009, Southern California Edison Company (“SCE”) filed its Rate
Design Window Application (A.09-12-024), which contained the following two proposals:

1. Consistent with the guidance provided in Decision (D.) 08-07-045 and D.09-08-
028, modify the capacity-related credits provided under SCE’s Critical Peak Pricing (“CPP”’) and
other Demand Response (“DR”) programs, such as the Base Interruptible Program (“BIP”), to
appropriately limit the total credit provided to customers who participate in more than one
program to avoid overpaying customers for their DR participation.

2. Modify the Residential and Small Commercial Rate Design Settlement
Agreement approved by D.09-08-028 to defer the increase to Summer Discount Plan (“SDP”)
credits that would otherwise occur in 2010. This modification is necessary due to the limits
imposed by the Commission on SDP program participation in D.09-08-027 and due to

anticipated changes to be made to the SDP program in 2011.



Two parties, the Division of Ratepayer Advocates (“DRA”) and the North America
Power Partners (“NAPP”) filed timely protests to the SCE application and, per the Rate Case

Plan schedule authorized in D.07-07-004, SCE is responding to these protests.!

II.
SCE’S REPONSE TO PARTIES

A. SCE’s Response to NAPP’s Comments

NAPP raises several issues in its comments. The primary issue is NAPP’s belief that
SCE should have filed a modified CPP rate structure as a result of D.09-08-027. The second
general issue is NAPP’s concern that the value SCE used to cap the capacity credit for customers
who participate in both CPP and a capacity-based DR program should not establish a precedent
and that it creates a disincentive for dual participation. SCE briefly addresses these issues below.

1. SCE’s CPP Rate Structure is Consistent With California Public Utilities

Commission (CPUC) Guidance

NAPP “anticipated that in response to D.09-08-027, the decision deeming the utility CPP
programs as energy programs, SCE would redesign its rate structure to remove the capacity rate
component so that the CPP program incentives would be valued based on the value of energy
resources.”? While D.09-08-027 stated that “Critical Peak Pricing has elements of both a
capacity payment program and an energy payment program’ and that, “[f]or the purpose of
demand response dual participation rules in 2009-2011, we will consider Critical Peak Pricing to
be an energy payment program. . . ,”2 no order requires SCE to restructure its CPP rate structure
in the way NAPP suggests by adjusting or removing the on-peak capacity credit provided outside

of CPP events and implementing even higher energy rates during CPP events.*

The NAPP “protest” was characterized as comments.
NAPP Comments, p. 2.

D.09-08-027, p. 155.

NAPP Comments, p.3.
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In fact, in D.08-07-045, the CPUC provided the following specific CPP rate design

guidance, that was not modified by D.09-08-027:

The critical peak price should represent the marginal cost of
capacity used to meet the peak energy needs plus the marginal cost
of energy during the critical peak period.>

In the Rate Design phase of its 2009 General Rate Case proceeding, SCE proposed CPP
rates containing capacity offsets consistent with the guidance provided in D.08-07-045. The
CPUC authorized these CPP rate structures in D.09-08-028. Because there is no subsequent
order requiring a change to that rate structure, NAPP’s expectation of a structural change to
SCE’s CPP rate is unfounded. In D.09-08-028, the CPUC simply required SCE to file rate
proposals to avoid duplicate payments or negative demand charges for customers participating in
CPP (now characterized as an energy program) and other capacity-based demand response
programs such as the BIP.

In addition, NAPP’s recommendation, that “if the Commission does not require SCE to
modify the CPP rate to eliminate the capacity payments...an exception be made to the dual
participation requirement such that customers in the CPP program be restricted from
participation in a capacity program, such as the Base Interruptible Program (BIP), or the DRC,”
is not part of SCE’s Application and modification of the dual participation rules adopted in D.09-
08-027 is outside the scope of this proceeding.

2. NAPP’s Position on Capped Credits Requires Clarification

NAPP urges “the Commission to clarify that, if implemented, SCE’s proposed cap, which
in effect establishes a rate class-specific average capacity value, in no way sets a precedent.”
NAPP’s concern is misplaced. The values used by SCE in constructing its proposed capacity
rate caps were part of a negotiated settlement approved in D.09-08-028, and therefore do not

establish a precedent.t

I

See D.08-07-045, p. 61.
See D.09-08-028, Appendix B.
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Additionally, NAPP’s argument that SCE’s proposed capping mechanism creates “an
artificial disincentive to participation™ is incorrect. By capping the capacity credits to their cost-
based levels, SCE sends an appropriate price signal to participants. To the contrary, allowing
dual-participation credits to accrue above the avoided cost value creates an artificially high

incentive to participate.

B. SCE'’s Reponse to DRA’s Protest

Like SCE, DRA is also concerned about the “dual DR participation” issue. As mentioned
in its protest, DRA and SCE have discussed this issue and are in agreement that capping the
combined sum of the BIP and CPP credits to the Otherwise Applicable Tariff capacity
components may still be somewhat too high. However, because SCE has not performed the
integrated program analysis necessary to precisely reduce the combined credits below the full
capacity value, SCE’s proposed cap simply represents the full capacity value that credit to the
dual-participating customer should not be able to exceed. Capping at this level removes the
majority of the overpayment in a way that can be supported and implemented in a timely

manner.

7 NAPP Comments, p. 5.



I11.
CONCLUSION

The issues raised in the protests to this application are insufficient to delay a decision
beyond the schedule prescribed in D.07-07-004. SCE looks forward to a speedy conclusion to
this proceeding to allow for a June 1, 2010 implementation.

JENNIFER SHIGEKAWA

BRUCE A. REED
SHARON YANG
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CERTIFICATE OF SERVICE

I hereby certify that, pursuant to the Commission’s Rules of Practice and Procedure, |
have this day served a true copy of the REPLY OF SOUTHERN CALIFORNIA EDISON
COMPANY (U 338 E) TO PROTESTS on all parties identified on the attached service lists.

Service was effected by one or more means indicated below:

Transmitting the copies via e-mail to all parties who have provided an e-mail
address. First class mail will be used if electronic service cannot be effectuated.

Executed this 10th day of February 2010, at Rosemead, California.

_/s/ ANDREA MORENO
Andrea Moreno
SOUTHERN CALIFORNIA EDISON COMPANY

2244 Walnut Grove Avenue
Post Office Box 800
Rosemead, California 91770
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