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Subject: Expedited Implementation of Revisions to PG&E’s Schedule E-
DBP — Demand Bidding Program

Public Utilities Commission of the State of California

Pacific Gas and Electric Company (PG&E) submits for filing revisions to its
electric tariffs. The affected tariff sheets are attached.

PG&E requests expedited approval of this advice letter. PG&E requests that the
Commission provide for a shortened protest period of seven (7) days from the
date of this advice letter, and that the changes requested herein become
effective immediately upon the expiration of the shortened protest period if no
protests are filed. Should any party file a protest to this advice letter, PG&E
requests that the changes requested herein become effective as quickly as the
Commission deems appropriate.

Purpose

In light of the unprecedented demand on the electric system due to the recent
heat wave and low customer participation in its Demand Bidding Program (DBP),
PG&E proposes to revise its incentive structure in Schedule E-DBP — Demand
Bidding Program with the intent to increase the amount of demand response
when it is most needed. PG&E proposes to remove the current limitations on the
participation bonus of up to $0.10/kwh that is added to the market price to
determine the energy price for the DBP incentive. The proposed revision is
intended to increase the amount of demand response available from DBP,
particularly during heat waves or other conditions leading to high market prices
for energy. PG&E’s request is consistent with the Commission’s goal of
increasing customer participation in demand response programs as stated in
draft Resolution E-4009 issued July 24, 2006.
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Background

The current DBP incentive structure is shown below:

Market Price DBP Incentive

Up to $.25 per kwh Market Price + $.10 per kwh
$.25 per kwh - $.35 per kwh $.35 per kwh

> $.35 per kwh Market Price

As currently structured, the DBP actually provides a waning incentive for
customer participation at high market prices. When the market price exceeds
$0.35/kwh, as it did during the recent heat wave, DBP participants receive a
market price as an incentive for demand reduction, and are no longer eligible for
a participation bonus. Thus, the incentive structure of the DBP dampens the
incentive for customer participation when market price levels reach the levels that
may be experienced during heat waves or other unusual events.

In order to attempt to increase customer participation, PG&E proposes to add the
$0.10/kwh participation bonus to every hour’'s market price, and not reduce or
eliminate the bonus when market prices exceed $0.25/kwh. Eliminating the
limitations on applying the participation bonus will provide additional incentives to
customers to reduce load and will simplify the incentive payment methodology

Recovery of Additional Participation Bonus Costs

PG&E created the Demand Response Expenditures Balancing Account (DREBA)
consistent with D.06-03-024 in Advice Letter 2804-E, effective January 1, 2006.
DREBA is used to track DR expenses, including the participation bonus. The
DREBA records actual costs related to DR programs and tracks these costs
against the DR revenue requirement on a monthly basis over the entire 2006 —
2008 program cycle. PG&E proposes to record any additional participation
bonus amounts to the DREBA.

PG&E is not requesting any additional budget or funding in order to implement
the proposed revision to the DBP. PG&E anticipates that the existing program
and budget flexibility approved by the Commission in D.06-03-024 is sufficient to
implement the change.

Expedited Treatment Requested

Due to the immediate benefits that could be derived from the prompt Commission
approval of this advice letter, PG&E requests expedited treatment of this filing in
order to implement the proposed changes this summer. PG&E requests that the
protest period be shortened to August 4, 2006 and that the changes requested
herein become effective if there are no protests. In the event that protests are
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received, PG&E requests that the proposal requested herein become effective as
quickly as the Commission deems appropriate

Shortened Protest Period

Anyone wishing to protest this filing may do so by sending a letter by August 4,
2006, which is 7 days from the date of this filing. The protest must state the
grounds upon which it is based, including such items as financial and service
impact, and should be submitted expeditiously. Protests should be mailed to:

Energy Division

Attention: Tariff Unit, 4™ Floor

505 Van Ness Avenue

San Francisco, California 94102

Facsimile: (415) 703-2200

E-mail: jr@cpuc.ca.gov and jnj@cpuc.ca.gov

Copies of protests also should be mailed to the attention of the Director, Energy
Division, Room 4004, at the address shown above.

The protest also should be sent via U.S. mail (and by facsimile and electronically,
if possible) to PG&E at the address shown below on the same date it is mailed or
delivered to the Commission:

Pacific Gas and Electric Company
Attention: Brian Cherry

Vice President, Regulatory Relations
77 Beale Street, Mail Code B10C
P.O. Box 770000

San Francisco, California 94177
Facsimile: (415) 973-7226

E-mail: PGETariffs@pge.com
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Notice

In accordance with General Order 96-A, Section Ill, Paragraph G, a copy of this
Advice Letter is being sent electronically or via U.S. mail to parties shown on the
attached list and to the service lists for A.05-06-006. Address changes should be
directed to Rose De La Torre at (415) 973-4716. Advice Letter filings can also
be accessed electronically at:

http://www.pge.com/ tariffs
Lwurn £ (hepp
Vice President - Regulatory Relations

Attachments

CC: Service Lists — A.05-06-006



CALIFORNIA PUBLIC UTILITIES COMMISSION

ADVICE LETTER FILING SUMMARY
ENERGY UTILITY

MUST BE COMPLETED BY UTILITY (Attach additional pages as needed)

Company name/CPUC Utility No. Pacific Gas and Electric Company U39M

Utility type: Contact Person: Shilpa Ramaiya
X ELC X GAS Phone #: (415) 973-3186
O PLC O HEAT 0O WATER | E-mail: srrd@pge.com
EXPLANATION OF UTILITY TYPE (Date Filed/ Received Stamp by CPUC)
ELC = Electric GAS = Gas
PLC = Pipeline HEAT = Heat WATER = Water

Advice Letter (AL) #: 2870-E
Subject of AL: Expedited Implementation of Revisions to PG&E’s Schedule E-DBP — Demand Bidding

Program
Keywords (choose from CPUC listing): Demand Response

AL filing type: O Monthly O Quarterly 0O Annual K One-Time [O Other

If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution: N/A

Does AL replace a withdrawn or rejected AL? If so, identify the prior AL

Summarize differences between the AL and the prior withdrawn or rejected AL1:
Resolution Required? O Yes X No

Requested effective date: 8-4-2006 No. of tariff sheets: 3
Estimated system annual revenue effect: (%): N/A

Estimated system average rate effect (%): N/A

When rates are affected by AL, include attachment in AL showing average rate effects on customer
classes (residential, small commercial, large C/I, agricultural, lighting).

Tariff schedules affected: Schedule E-DBP — Demand Bidding Program
Service affected and changes proposed!:See Advice Letter
Pending advice letters that revise the same tariff sheets: N/A

Protests and all other correspondence regarding this AL are due no later than 20 days after the
date of this filing, unless otherwise authorized by the Commission, and shall be sent to:

CPUC, Energy Division Utility Info (including e-mail)
Attention: Tariff Unit Attn: Brian K. Cherry
505 Van Ness Ave., Director, Regulatory Relations

. 77 Beale Street, Mail Code B10C
San F CA 9410 ’
an Francisco, 2 P.O. Box 770000

jjr@cpuc.ca.gov and jnj@cpuc.ca.gov San Francisco, CA 94177

E-mail: PGETariffs@pge.com

! Discuss in AL if more space is needed.
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Revised Cal. P.U.C. Sheet No.

) Pacific Gas and Electric Company Cancelling Revised Cal. P.U.C. Sheet No.
& San Francisco, California

25082-E
22857-E

PROGRAM
TESTING:

INCENTIVE
PAYMENTS:

SCHEDULE E-DBP—DEMAND BIDDING PROGRAM
(Continued)

PG&E may activate an E-DBP Event with a simulated emergency event test trigger twice
per year. Each emergency test event shall be no longer than four (4) hours. During
such a test, the customer shall be responsible for curtailing load consistent with the
terms of this schedule. Participants will receive incentive payment of $0.35/kW for
qualifying load reduction during each hour of a E-DBP test event.

PG&E will evaluate and pay for the customer’s hourly load reductions realized under the
Program within ninety (90) days after each E-DBP Event, depending on where the
E-DBP Event falls within the participant’s actual billing cycle. The incentive payments
will be reflected in the customer’s regular monthly bill as an adjustment.

Energy reduction for a given Market Price E-DBP Event hour will be determined as the
difference between the customer specific energy baseline (CSEB) for that hour and the
customer’s actual energy usage during that hour. Participants will only be paid for a
maximum of 150 percent (150%) of their accepted bid (kW) load drop measured on an
hourly basis. Participants must drop at least 50 percent (50%) of their bid load to qualify
for any payment in any hour. In no case will a customer receive a credit payment for a
given hour if it does not meet, in that hour of the event, the minimum energy reduction of
50 kW.

The E-DBP event incentives will be calculated on an hourly basis, and will be equal to
the product of the qualified kW energy reduction for each hour a bid was accepted and
the sum of the forecasted hourly market price of the E-DBP Event plus a participation

bonus.

Incentives = kW reduction x (market price + participation bonus)

Participation Bonus — The E-DBP Event participation bonus will be equal to $0.10/kW for
each hour of the event.

(Continued)
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Brian K. Cherry Effective August 4, 2006

Vice President Resolution No.

Regulatory Relations
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