ATTACHMENT B
ANALYSIS OF “STRAW RATE” ALTERNATIVES FOR

UPDATING LARGE CUSTOMER CPP RATES

1.  Introduction
As noted at page 9 of the ACR dated January 23, 2008, PG&E and several other parties have indicated an interest in “revising PG&E’s existing large customer CPP rate in order to more fully integrate the CPP rate into the underlying rate design.”  This attachment presents PG&E’s analysis of the several “straw rate alternatives” described at page 10 of the ACR.

PG&E’s straw rate analysis is based on example rates for large customer rate schedules E-20, E-19, and A-10.  (The analysis for Schedule E-19 includes customers designated both E-19M, for mandatory TOU service to customers with between 500 and 999 kW of maximum demand, and E19V, for voluntary TOU service to customers with between 200 and 499 kW of maximum demand).  Nearly all electric service that PG&E provides to customers with 200 kW or more of maximum demand is provided under one or another of these three standard tariffs.

For these four basic customer groupings (E-20, E-19M, E-19V, and A-10), PG&E has developed information describing the average load shape across all customers in this service classification, together with representative load shape and bill information for 11 individual customers representative of equally spaced “deciles” from each group.  This means that one customer each has been selected as representative of the 0th percentile, the 10th percentile, etc. within each grouping – with these selections made as measured from the perspective of how these customers would be expected to fare under CPP rates.

PG&E’s analysis includes tables showing four scenarios under each tested rate alternative for each customer; as discussed at page 10 of the ACR, these four scenarios include: (1) a base case with no load drop; (2) an average load drop of 10 percent during CPP events; (3) an average load drop of 20 percent during CPP events; and (4) an average load drop of 30 percent during CPP events.  The rate alternatives that PG&E has evaluated include the following three cases, as specified in the ACR:
· The currently effective Schedule E-CPP tariff (which is based on an assumed level of 12 CPP calls per summer; and which includes a hybrid price signal based on a relatively modest CPP adder effective from 12-3 pm and a higher adder that is effective from 3-6 pm; with all offsetting credits reflected in reduced on-peak and part-peak period energy charges on non-CPP days)

· A revised CPP rate that is consistent with the settlement agreement filed in A.05-01-016 et al. on November 14, 2005 (which is based on an assumed level of 15 CPP calls per summer with a single CPP adder of 75 cents per kWh applicable to usage between 2-6 pm on CPP event days, with both of these parameters chosen so as to comport with the CPP design adopted for smaller customers in D.06-07-027; with offsetting credits based on a combination of reduced on-peak demand and energy charges)

· A revised CPP rate similar to the rate in the November 14, 2005 settlement agreement that only reduces the generation demand charges to offset the CPP charge (which is based on the same 75 cent per kWh CPP adder and 15 assumed CPP calls as above; but with offsetting credits restricted to demand charges alone)
The bill impact analyses for all three rate alternatives (and all four load drop scenarios) are based on CPP “overlay” rates, with CPP charges and credits that are incremental and decremental to all ordinary charges under the customer’s standard tariff.  This means that the net bill impact for each rate alternative and load drop scenario can be calculated as the net impact of the CPP charges and credits for that scenario.  However, for comparative purposes, the illustrative customer bill impact analyses shown in the tables also include each customer’s estimated total annual bill at current rates under their standard tariff.

Please note that all bill impact analyses are performed using the assumption that CPP events are called in accordance with the design basis for the tariff (12 events per summer for the current rate schedule; and 15 events per summer for the two alternative designs).  If summer period conditions are such that only a smaller number of CPP events are called, CPP participants will benefit in direct proportion to how many fewer calls are made relative to the design basis.  As an example, if the CPP tariff is designed for 15 calls but only 12 are actually made, the bill impact results for all customers would be offset by the same amount as if all customers had an average load drop of 20 percent during a summer with the full 15 calls.

2.  Discussion of Results


PG&E will make time for additional discussion of these results at the workshop scheduled for March 7, 2008.  One noteworthy aspect of the two “straw” revisions is that both alternates would put somewhat larger portions of customer bills “at risk” to charges on CPP days, both because the effective CPP charges at $0.75 per kWh are somewhat higher than the current E-CPP price adders, and also because the assumed number of CPP calls is increased from 12 to 15.  In the attached tables, PG&E cautions that customers representative of each load shape decile have been chosen just once (which allows for ready comparison of results for individual customers across rate scenarios), rather than re-selected from the full range of bill impacts across each rate design alternative.
� 	Starting from the 0th percentile, this would generally describe customers starting from “flatter than average” load shapes within each service classification, towards the “most peaky” customers being listed at the 100th percentile.  However, PG&E cautions that load shapes vary across numerous parameters, beyond simply “flat” versus “peaky.”  Just as one example, a customer with a relatively low load factor and a peaky load shape could still benefit more from CPP rates than a customer with a much flatter load profile, if the timing of the “peaky” customer’s peak usage is significantly different from the timing of electric system peak loads – whether by time of day, or by timing within the year.





