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PACIFIC GAS AND ELECTRIC COMPANY’S (U 39 E) REPLY TO
COMMENTS OF THE DIVISION OF RATEPAYER ADVOCATES

Pursuant to Rule 16.4 (g) of the Commission’s Rules of Practice and Procedure,
Pacific Gas and Electric Company (PG&E) replies to the comments of the Division of
Ratepayer Advocates (DRA) dated May 28, 2010 regarding PG&E’s Petition for
Modification of Decision 09-08-027 (Petition). PG&E received permission to file these
reply comments from Administrative Law Judge Charlotte TerKeurst by e-mail dated
June 2, 2010. PG&E’s reply is timely as it is filed within 10 days of the last day of filing
responses to PG&E’s petition, which was May 28, 2010.

DRA agrees with the following requests in PG&E’s Petition: (1) PG&E’s
proposed amendment to the Energy Connect agreement; and (2) PG&E’s request to
modify D.09-08-027 by moving the Capacity Bidding Program from Category Two -
Price Responsive Programs to Category Three - DR Service Provider Programs. PG&E
appreciates DRA’s support of these two requests and does not address these issues further

in this reply.



DRA’s response objects to: (1) PG&E’s request for authority to hold an
aggregator managed portfolio (AMP) competitive solicitation in 2011 to replace the
expiring AMP agreements with cost-effective demand response (DR) resources that can
be bid into the CAISO market; and (2) PG&E’s proposed amendment with EnerNOC, to
the extent it would increase the amount of DR in the EnerNOC agreement. As PG&E
discusses below, DRA’s objection to these two requests should be disregarded as
inconsistent with state policy objectives to increase the amount of cost-effective DR in
the investor-owned utilities’ (IOUs’) electric portfolios.

I. DISCUSSION

A. The Decision Should Be Revised To Allow PG&E To Hold A
Competitive Solicitation To Replace Expiring Aggregator Contracts.

DRA opposes PG&E’s request to hold a new competitive solicitation to replace
expiring AMP agreements on two primary grounds. First, DRA argues that the
Commission should deny PG&E’s request to hold a competitive solicitation because it
“should not allow PG&E to monopolize the role of a DRP for itself.”Y *Second DRA
believes that the rules for DR aggregators’ direct participation in the CAISO market are
not sufficiently established to allow those intending to develop Proxy Demand Resources
to hold a solicitation at this time, and therefore PG&E should not be able to conduct the
solicitation it is proposing.? As PG&E discusses below, DRA’s concerns are
insufficient to deny PG&E’s request for the solicitation.

First, PG&E is not attempting, by holding a second competitive solicitation, to
monopolize the role of a DR provider, as DRA suggests. If PG&E holds a competitive

solicitation, DR aggregators are free to choose whether to participate. In the Response of

1/ DRA Comments, p. 9.
2/ 1d.,p.9.



Demand Response Aggregators In Support of Pacific Gas and Electric Company’s
Petition For Modification, filed in this proceeding on May 26, 2010, four DR service
providers supported PG&E’s request to hold a new competitive solicitation and indicated
that new long-term agreements “will provide aggregators with the requisite certainty
needed to commit resources to the California market.” The DR aggregators also agree
that, absent the solicitation, there will be “significantly less DR in the market when the
existing AMP contracts expire in 2011.”* The solicitation will not limit the number of
choices for DR providers or their intended customers, since entities can decline to
participate if they prefer to sell directly to the CAISO market. Instead, a solicitation for
DR products would provide additional choices and payments structures and would
increase the amount of available cost-effective DR, consistent with the Energy Action
Plan Loading Order.

Second, the status of the phase four of the DR Order Instituting Rulemaking
regarding aggregators’ direct participation in the CAISO market should not be an
impediment to holding a new competitive solicitation at the end of this year. As noted in
the Response of Demand Response Aggregators In Support of Pacific Gas and Electric
Company’s Petition For Modification, filed in this proceeding on May 26, 2010, four DR
service providers noted that new AMP agreements would provide them the certainty to
commit to the California markets. The DR Phase 4 decision was issued on June 3, 2010
and does not inhibit how the new AMP agreements would be structured.”

B. The Commission Should Approve The EnerNOC Amendment.

DRA does not dispute PG&E’s assertions in its Petition and in the accompanying

3/ Joint Response, p. 7.
4/ Id.,p.9.
5/ Decision on Phase Four Direct Participation Issues, D.10-06-002 (June 3, 2010).



Declaration of William Gavelis that the EnerNOC Amendment would provide additional
cost-effective DR according to the cost-effectiveness framework DRA previously agreed
was appropriate for DR programs.? Instead, DRA asserts that PG&E should be required
to prove and has not proved: (1) a need for the DR product; and (2) that the DR product is
not more expensive than short-term resource adequacy (RA) sources. DRA’s position is
inconsistent with the cost-effectiveness methodology in the framework contained in the
Joint Comments of the California Large Energy Consumers Association, Comverge, Inc.,
DRA, EnergyConnect, Inc., EnerNoc, Inc., Ice Energy, Inc., PG&E, SDG&E, SCE, and
The Utility Reform Network Recommending a Demand Response Cost Effectiveness
Evaluation Framework, filed November 19, 2007 in Order Instituting Rulemaking, R.07-
01-041 (Consensus Framework).

The Consensus Framework, which DRA now urges the Commission to ignore in
ruling on PG&E’s Petition, was established for the purpose of measuring the cost
effectiveness of DR in the IOUs’ 2009-2011 portfolios and in subsequent DR program
cycles, until the Commission issues its decision on cost effectiveness methodology in
Phase 1 of R.07-01-041.” The Consensus Framework “represents the most widely
supported option available for estimating demand response cost effectiveness” and was
relied upon by the Commission in approving DR programs for the IOUs for 2009-2011.¥
As DRA correctly notes, the Framework requires the generation capacity cost avoided to
be based on the price of the capacity of a new combustion turbine. This requirement is in
the Consensus Framework to assure that the Energy Action Plan Loading Order is

followed and cost—effective DR resources are built before any new generation resources

6/ DRA Comments, pp. 3-7.
7/ Framework, p. 1.
8/ D.09-08-027, p. 15.



are added. DRA’s proposal would violate this policy.

DRA now argues that “short-term” DR should be no more expensive than the
market price of short-term capacity products. DRA argues: “[E]ven if there is a need
any additional short-term demand response costs must be comparable if not competitive
with short-term capacity costs in the market.”® This departure from the Consensus
Framework, if approved by the Commission, would set a cap on DR prices that may be
insufficient to incent customers or DR aggregators to participate in DR programs. As
noted in the Framework: “ In general, the annualized and adjusted CT cost will not be
adjusted to account for periods in which a region’s capacity resources are projected to be
greater than the CPUC-adopted planning reserve margin standard. This approach
recognizes the position of DR in the state’s loading order and the importance of
maintaining participation levels in existing DR programs.”? This statement was
included in the Consensus Framework to recognize that the IOUs’ compliance with the
Commission’s RA requirements ensures that in the short run, no additional capacity will
ever be needed. Therefore, in the short run, there would never be the need for additional
new CT capacity or, in DRA’s view, DR. Because compliance with the Commission’s
RA rules ensures that in the short run no additional new capacity will be needed, in the
short run the actual market value of generation capacity will be based on existing rather
than new capacity. If the cost-effectiveness of DR in the short run is based on the short
run market value of capacity, DR resources would never be cost effective in the short run.
In that case, the loading order preference for DR would be impossible to implement. For

this reason, the Consensus Framework recommended that new CT capacity should

9/ DRA Comments, p. 8.

10/ Framework, p. 3.



always be used to estimate the value of the generation capacity avoided by new DR
resources.

In addition, planning for more DR resources will allow the state, in the long term,
to avoid building some new generation capacity. Having more DR in 2011 (i.e. EnerNOC
expansion) as well as DR agreements from an AMP solicitation for 2012-2016, will defer
procuring or building of new generation or the extension of life of existing generation.
This is what the Loading Order is intended to accomplish.

Adding more DR now supports increased DR forecasts in the long term. The 11-
year DR forecast prepared under the Load Impact Protocols is used in the long-term
procurement plan and RA proceedings. Thus adding more DR now will support deferral
of additional PG&E commitments to more MW of new generation in the long term.
Moreover, the ability to defer long term commitments to new generation through DR
benefits ratepayers as there is more flexibility to adjust the DR pricing and product design
to accommodate changing circumstances. This is one of the primary benefits of DR and
DRA has ignored this basic value.

DRA’s position (regarding both the EnerNOC expansion and the new AMP
solicitation), if adopted, would lead to more new power plant capacity being built in the
long run, that could have been deferred by DR. Committed and demonstrated DR MW
now will defer new generation MW in the long term. Focusing exclusively on short term
benefits only will lead to resource plans being “whip sawed” in reaction to short term
deficiencies or oversupplies. This would lead to the need to create new resources in a
hasty rather than well planned manner. This “start-stop” method of planning is inefficient

and is why the CPUC measures cost effectiveness of DR against a long-term avoided cost



and is why the DR has priority over all generation in the loading order. The CPUC
should reject DRA’s short term approach as inconsistent with Commission directives for
DR cost effectiveness evaluations and with state energy policy.
III. CONCLUSION

For all the foregoing reasons, PG&E respectfully requests the Commission to
issue a decision, approving the following:

A) the Fourth Amendment to the EnerNOC agreement;

B) the Fifth Amendment to the EnergyConnect agreement;

C) PG&E’s request to hold a new DR solicitation in 2010; and

D) PG&E’s request to move the Capacity Bidding Program from category 2 to

category 3 in Table 24-2 of the Decision.
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Email: agc@cpuc.ca.gov
Status: STATE-SERVICE

Hazlyn Fortune
CALIF PUBLIC UTILITIES COMMISSION
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Email: hcf@cpuc.ca.gov
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Status: INFORMATION

Karl Meeusen
CALIF PUBLIC UTILITIES COMMISSION
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CALIFORNIA INDEPENDENT SYSTEM OPERATOR
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FOLSOM CA 95630
FOR: California Independent System Operator
Email: bdicapo@caiso.com
Status: PARTY

JOHN GOODIN
CALIFORNIA ISO
151 BLUE RAVINE RD.
FOLSOM CA 95630
Email: jgoodin@caiso.com
Status: INFORMATION

WILLIAM H. BOOTH
LAW OFFICES OF WILLIAM H. BOOTH
67 CARR DRIVE
MORAGA CA 94556
FOR: CLECA
Email: wbooth@booth-law.com
Status: PARTY

CARLOS LAMAS-BABBINI
COMVERGE, INC.
EMAIL ONLY
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Email: clamasbabbini@comverge.com
Status: INFORMATION

MARIE PIENIAZEK
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Status: INFORMATION

DOUGLAS M. GRANDY, P.E. CALIFORNIA ONSITE
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1220 MACAULAY CIRCLE
CARMICHAEL CA 95608
Email: dgrandy@caonsitegen.com
Status: INFORMATION

GREGORY KLATT

DOUGLASS & LIDDELL

21700 OXNARD ST, STE 1030

WOODLAND HILLS CA 91367-8102
Email: klatt@energyattorney.com
Status: INFORMATION

LEGAL & REGULATORY DEPARTMENT
CALIFORNIAISO
151 BLUE RAVINE ROAD
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FOR: California ISO
Email: e-recipient@caiso.com
Status: INFORMATION

AVIS KOWALWESKI
CALPINE CORPORATION
4160 DUBLIN BLVD, STE 100
DUBLIN CA 94568
Email: kowalewskia@calpine.com
Status: INFORMATION

DR. ERIC WOYCHIK
COMVERGE, INC.
9901 CALODEN LANE
OAKLAND CA 94605
FOR: Comverge, Inc.
Email: ewoychik@comverge.com
Status: PARTY

PETER MALTBECK

CPOWER, INC.

1185 ELENA PRIVADA

MOUNTAIN VIEW CA 94040
FOR: CPower, Inc.
Email: peter.maltbaek@cpowered.com
Status: PARTY
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DAVIS WRIGHT TREMAINE LLP
505 MONTGOMERY ST, STE 800
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Email: judypau@dwt.com
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CALIF PUBLIC UTILITIES COMMISSION
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Email: Ims@cpuc.ca.gov
Status: PARTY
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Status: INFORMATION
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Email: joshbode@fscgroup.com
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ENERGY CURTAILMENT SPECIALISTS
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BUFFALO NY 14225

Email: dara@ecsgrid.com

Status: INFORMATION

PAUL TYNO EXE. V-PRES OF PROG. DEVELOPMENT
ENERGY CURTAILMENT SPECIALISTS
4455 GENESEE ST
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Status: INFORMATION

CAROLYN KEHREIN
ENERGY MANAGEMENT SERVICES
2602 CELEBRATION WAY
WOODLAND CA 95776
FOR: Energy Users Forum
Email: cmkehrein@ems-ca.com
Status: PARTY

JERRY MELCHER
ENERNEX
4623 TORREY CIRCLE, APT Q303
SAN DIEGO CA 92130
Email: jerry@enernex.com
Status: INFORMATION

RICHARD H. COUNIHAN VICE PRESIDENT REG.
AFFAIRS
ENERNOC, INC.
505 HOWARD ST, STE. 400
SAN FRANCISCO CA 94105
Email: rcounihan@enernoc.com
Status: INFORMATION

SARA STECK MYERS ATTORNEY
122 28TH AVE
SAN FRANCISCO CA 94121

FOR: ENRNOC, INC.

Email: ssmyers@att.net

Status: PARTY

CASE ADMINISTRATION

2244 WALNUT GROVE AVE

ROSEMEAD CA 91770
Email: case.admin@sce.com
Status: INFORMATION
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DOCKET COORDINATOR

5727 KEITH ST.

OAKLAND CA 94618
Email: cpucdockets@keyesandfox.com
Status: INFORMATION

DONALD C. LIDDELL ATTORNEY

DOUGLASS & LIDDELL

2928 2ND AVE

SAN DIEGO CA 92103
FOR:

/ Calif. Energy Storage Alliance

Email: liddell@energyattorney.com
Status: PARTY

GAYATRI SCHILBERG

JBS ENERGY

311D ST, STEA

WEST SACRAMENTO CA 95605
Email: gayatri@jbsenergy.com
Status: INFORMATION

SHAWN COX
KINDER MORGAN ENERGY FORECASTER
1100 TOWN & COUNTRY ROAD, STE 700
ORANGE CA 92868
Email: shawn_cox@kindermorgan.com
Status: INFORMATION

THOMAS S. KIMBALL
MODESTO IRRIGATION DISTRICT
1231 11TH ST
MODESTO CA 95352
Email: tomk@mid.org
Status: INFORMATION

MRW & ASSOCIATES, LLC
EMAIL ONLY
EMAIL ONLY CA 0
Email: mrw@mrwassoc.com
Status: INFORMATION

BRIAN T. CRAGG
GOODIN, MACBRIDE, SQUERI, DAY & LAMPREY
505 SANSOME ST, STE 900
SAN FRANCISCO CA 94111
FOR: North American Power Partners, LLC
Email: bcragg@goodinmacbride.com
Status: PARTY

Ice Energy, Inc., Kinder Morgan Energy Partners, L.P.

MARLO A. GO
GOODIN MACBRIDE SQUERI DAY & LAMPREY LLP
505 SANSOME ST, STE 900
SAN FRANCISCO CA 94111
Email: mgo@goodinmacbride.com
Status: INFORMATION

JEFF NAHIGIAN

JBS ENERGY, INC.

311D ST

WEST SACRAMENTO CA 95605
Email: jeff@jbsenergy.com
Status: INFORMATION

BRYCE DILLE CLEAN TECHNOLOGY RESEARCH
JMP SECURITIES
600 MONTGOMERY ST. STE 1100
SAN FRANCISCO CA 94111
Email: bdille@jmpsecurities.com
Status: INFORMATION

JOEL M. HVIDSTEN
KINDER MORGAN ENERGY FORECASTER
1100 TOWN & COUNTRY ROAD, STE 700
ORANGE CA 92868
Email: hvidstenj@kindermorgan.com
Status: INFORMATION

JOY A. WARREN REGULATORY ADMINISTRATOR
MODESTO IRRIGATION DISTRICT
1231 11TH ST
MODESTO CA 95354
Email: joyw@mid.org
Status: INFORMATION

DAVID NEMTZOW

NEMTZOW & ASSOCIATES

1254 9TH ST, NO. 6

SANTA MONICA CA 90401
Email: david@nemtzow.com
Status: INFORMATION

BENJAMIN SCHUMAN
PACIFIC CREST SECURITIES
111 SW 5TH AVE, 42ND FLR
PORTLAND OR 97204
Email: bschuman@pacific-crest.com
Status: INFORMATION
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TYLER J. BERGAN
POWERIT SOLUTIONS
568 1ST AVE. S., STE. 450
SEATTLE WA 98104-2843
Email: tylerb@poweritsolutions.com
Status: INFORMATION

JOY C. YAMAGATA
SAN DIEGO GAS & ELECTRIC/SOCALGAS
8330 CENTURY PARK COURT, CP 32D
SAN DIEGO CA 92123-1530
FOR: San Diego Gas & Electric Company
Email: JYamagata@SempraUltilities.com
Status: INFORMATION

LESLIE WILLOUGHBY
SAN DIEGO GAS AND ELECTRIC COMPANY
8330 CENTURY PARK COURT, CP42F
SAN DIEGO CA 92123
Email: LWilloughby@SempraUtilities.com
Status: INFORMATION

EDWARD G. POOLE

ANDERSON & POOLE

601 CALIFORNIA ST, STE 1300

SAN FRANCISCO CA 94108
FOR: San Francisco Community Power
Email: epoole@adplaw.com
Status: PARTY

NANCY PRIVITT
SDG&E
8306 CENTURY PARK COURT, CP42K
SAN DIEGO CA 92123-1530
Email: NPrivitt@SempraUtilities.com
Status: INFORMATION

OLIVIA SAMAD
SOUTHERN CALIFORNIA EDISON COMPANY
2244 WALNUT GROVE AVE
ROSEMEAD CA 91770
Email: olivia.samad@sce.com
Status: INFORMATION

JANET COMBS ATTORNEY
SOUTHERN CALIFORNIA EDISON
2244 WALNUT GROVE AVE
ROSEMEAD CA 91770
FOR: Southern California Edison
Email: janet.combs@sce.com
Status: PARTY

JACK ELLIS PRINCIPAL CONSULTANT
RESERO CONSULTING
490 RAQUEL COURT
LOS ALTOS CA 94022
Email: jellis@resero.com
Status: INFORMATION

LINDA WRAZEN
SAN DIEGO GAS & ELECTRIC COMPANY
8330 CENTURY PARK COURT, CP32D
SAN DIEGO CA 92123-1530
Email: LWrazen@SempraUtilities.com
Status: INFORMATION

STEVEN MOSS
SAN FRANCISCO COMMUNITY POWER
2325 THIRD ST, STE 344
SAN FRANCISCO CA 94107
Email: steven@sfpower.org
Status: INFORMATION

THERESA BURKE

SAN FRANCISCO PUC

1155 MARKET ST, 4TH FLR

SAN FRANCISCO CA 94103
Email: tburke@sfwater.org
Status: INFORMATION

BRUCE FOSTER
SOUTHERN CALIFORNIA EDISON COMPANY
601 VAN NESS AVE, STE. 2040
SAN FRANCISCO CA 94102
Email: bruce.foster@sce.com
Status: INFORMATION

JENNIFER M. TSAO SHIGEKAWA
SOUTHERN CALIFORNIA EDISON COMPANY
2244 WALNUT GROVE AVE
ROSEMEAD CA 91770
Email: Jennifer.Shigekawa@sce.com
Status: INFORMATION

STEVEN D. PATRICK

SOUTHERN CALIFORNIA GAS COMPANY

555 WEST FIFTH ST, GT14G1

LOS ANGELES CA 90013-1011
FOR: Southern California Gas Company
Email: SDPatrick@SempraUltilities.com
Status: PARTY
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MARCEL HAWIGER DOUGLAS A. AMES

THE UTILITY REFORM NETWORK TRANSPHASE COMPANY

115 SANSOME ST, STE 900 4971 LOS PATOS AVE.

SAN FRANCISCO CA 94104 HUNTINGTON BEACH CA 92649
FOR: The Utility Reform Network FOR: Transphase Company
Email: marcel@turn.org Email: ames_doug@yahoo.com
Status: PARTY Status: PARTY

PAUL KERKORIAN
UTILITY COST MANAGEMENT LLC
6475 N. PALM AVE, STE 105
FRESNO CA 93704
Email: pk@utilitycostmanagement.com
Status: INFORMATION
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