STATE OF CALIFORNIA ARNOLD SCHWARZENEGGER, Governor
PUBLIC UTILITIES COMMISSION

505 VAN NESS AVENUE
SAN FRANCISCO, CA 94102-3298

PG&E Advice Letter (AL) 3175-E, SCE AL 2278-E, and SDG&E AL 2041-E

Brian K. Cherry, Vice President, Regulatory Relations
Pacific Gas and Electric Company PGETariffs@pge.com

Akbar Jazayeri, Vice President of Regulatory Operations
Southern California Edison Company AdviceTariffManager@sce.com

Ken Deremer, Director, Tariffs & Regulatory Accounts
San Diego Gas & Electric Company SDG&ETariffs@semprautilities.com

February 25, 2009

Subject: Staff Disposition of revised Transitional Bundled Service (TBS) Tariffs to
incorporate market changes resulting from the California Independent Systems
Operator’s (CAISO) Market Redesign and Technology Upgrade (MRTU)

Dear Sirs:

The Energy Division has verified that the ALs identified above comply with the criteria
established by the Commission in Decision (D.) 04-01-013 for determining a pricing proxy for
Temporary Bundled Service (TBS, as set forth in Finding of Fact 2 and Conclusion of Law 1),
and shall be effective on the first trading date following the implementation of MRTU. If MRTU
does not go live as planned, or if after Operational, MRTU is not workable so that the CAISO
implements Reversion to Current Production (CP) Markets, then the most recently authorized
TBS tariffs shall apply, or the utilities shall file advice letters to update TBS tariffs as applicable.

The Commission authorized the cost components identified for recovery in TBS in D.04-01-013.
The significant change in the TBS rate inputs proposed in the utility ALs is the replacement of
the ISO 10-Minute Settlement Interval Average Price with the day-ahead Integrated Forward
Market (IFM) price to be introduced in the MRTU. PG&E and SDG&E in their ALs maintain
that the utilities generally purchase power for TBS customers in advance of the real time market.
SCE, in response to AReM’s protest, argues that not updating the inputs used in TBS would
create an inconsistency, following implementation of MRTU, between how SCE operates in the
market and how TBS energy is priced. For example, following implementation of MRTU, SCE
will likely procure incremental energy in the new IFM to serve the energy needs of direct access
(DA) customers returning to bundled service. But if TBS is not modified, the price paid for
energy by TBS customers would continue to reflect a real-time incremental settlement price.

The December 27, 2007 and November 12, 2008 protests of the Alliance for Retail Energy
Markets (AReM) to Pacific Gas and Electric Company (PG&E) AL 3175-E and Southern
California Edison Company (SCE) AL 2278-E respectively are rejected. Neither protest
presented any substantive grounds to support either rejecting the ALs or modifying the TBS



tariffs as proposed. AReM believes that changes in the TBS rate calculation necessary with
MRTU implementation would best be addressed in a consolidated proceeding that can address
the TBS rates of all three utilities, such as Phase 3 of R.07-05-025, where the proceeding scope
includes the DA Switching Rules.

We do not direct the utilities to make TBS proposals for consideration in R.07-05-025 at this
time, due to uncertainty as to how that proceeding will unfold. Moreover, if MRTU becomes
operational in March of 2009, the schedule of R.07-05-025 would not yield a timely result.
Protests could have raised issues sufficient for Energy Division to reject ALs in favor of
consideration in a formal proceeding. Alternatively, the advice letter procedures are adequate for
the Commission to address issues with TBS computations by resolution, had any been raised.
However, we recognize that uncertainty about the operation of the MRTU exists. Therefore, per
Section 7.5.1 of General Order 96-B,' once MRTU has operated for a time, we will reopen the
protest period so that parties have a chance to raise their concerns for Commission consideration,
based on experience with the MRTU. The protest period will be re-opened for twenty days
starting 90 days after the first trading date that the MRTU becomes operational.

Sincerely,
)

- e

o >

Julie A. Fitch, Director
Energy Division

cc:  Megan Lawson, PG&E at mehr@pge.com
James Schichtl, SCE at James.Schichtl@sce.com
Megan Caulson, SDG&E at MCaulson@SempraUtilities.com
Protestant: Gregg Klatt for AReM at douglass@energyattorney.com
Steve Roscow, Supervisor, Energy Division at scr@cpuc.ca.gov
Maria Salinas at mas@cpuc.ca.gov
Honesto Gatchalian at jnj@cpuc.ca.gov
Kathryn Auriemma at kdw(@cpuc.ca.gov

! “The reviewing Industry Division, on its own motion or at the request of any person, may issue a notice continuing or reopening the
protest period. Any new protest shall be limited to the substance of the supplement or additional information.”
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Brian K. Cherry Pacific Gas and Electric Company
Vice President 77 Beale St., Mail Code B10C
Regulatory Relations P.O. Box 770000

San Francisco, CA 94177

415.973.4977
Fax: 415.973.7226

December 7, 2007

Advice 3175-E
(Pacific Gas and Electric Company ID U 39 E)

Public Utilities Commission of the State of California

Subject: Modification of Electric Rate Schedule Transitional Bundled
Commodity Cost (TBCC) to Align With the California
Independent Systems Operator’s (CAISO) Market Redesign and
Technology Upgrade (MRTU) Changes.

Pacific Gas and Electric Company (PG&E) hereby submits for filing revisions to its
Electric Rate Schedule Transitional Bundled Commodity Cost (TBCC) tariffs. The
affected tariff sheets are listed on the enclosed Attachment I.

Purpose

The purpose of this advice letter is to revise the Electric Rate Schedule TBCC in
order to incorporate market changes resulting from the California Independent
Systems Operator's (CAISO) MRTU market changes, which are currently
scheduled to be implemented March 31, 2008, for the April 1, 2008, trade date.

Background

The TBCC rate schedule applies to Direct Access and Community Choice
Aggregation Service customers who: (1) elect Transitional Bundled Service (TBS)
as prescribed in Rule 22.1 (Direct Access Service Switching Exemption Rules); or
(2) who take Bundled Service prior to the end of the mandatory six-month notice
period required to elect Bundled Service as prescribed in Rules 22.1 and 23
(Community Choice Aggregation Service). Currently, the TBCC rate is calculated
based on hourly ISO market prices, as adjusted by distribution loss factors,
franchise fees and uncollectibles. Upon implementation of MRTU, several of the
ISO charges that comprise the hourly market prices will be modified. Therefore,
the proposed revisions are necessary to calculate the TBCC rate upon MRTU
implementation.

Notable differences in the MRTU market include: load aggregation point (LAP)
pricing instead of demand zone pricing; a Location Marginal Pricing (LMP)
methodology instead of settlement interval energy market clearing prices; six
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Ancillary Service Market Price (ASMP) Zones instead of one; the introduction of a
day ahead market (referred to as the Integrated Forward Market — IFM); and the
integrated Hour Ahead Real Time (RT) market (referred to as the Hour Ahead
Scheduling Process — HASP).

Tariff Revisions

PG&E proposes to revise the Electric Rate Schedule TBCC to incorporate
changes that will occur upon implementation of MRTU. In general, PG&E intends
to replace the current pricing components of the TBCC with the comparable
component under the MRTU. Specific changes include:

e Unaccounted for energy (UFE), ancillary services costs, and total system
load will be calculated using data available in MRTU that corresponds to
data available today.

e Grid Management Charge (GMC) charge types used in the current market
will be replaced with the corresponding GMC charge codes used under
MRTU. Charge codes new to MRTU are being added to the TBCC,
because these charges are also part of the marginal cost of power procured
to serve TBCC customers (see new GMC charge codes 4537 and 4546 in
the table below).

e The hourly market price, currently calculated based on the real time market
prices, will be calculated based on the day ahead IFM price under MRTU.

The largest component of the TBCC is the hourly market price. This is currently
based on the real-time 10-minute Settlement Interval Average Price (HASP/RT).
Most of the energy provided to bundled service customers is purchased well in
advance (under bilateral agreements) or in the day ahead market, not in the real
time market, and this will still be the case under MRTU. Over the course of the six
month period that returning customers are on the TBCC rate, PG&E will generally
purchase power for these customers in advance of the real time market.
Therefore, the TBCC rate should be based on day ahead prices in the Integrated
Forward Market, after adjustments for distribution loss factors, franchise fees, and
uncollectibles.

Indeed, in the Workshop Report leading to D.04-01-013, which affirmed the
current method for determining TBCC prices, the parties agreed that the IFM may
provide a superior proxy price, and that the proxy price should be revisited once
the ISO IFM price was available!. Since the IFM price will be available with
implementation of the MRTU, PG&E proposes its use here.

The table below compares ISO charges prior to and after MRTU implementation
along with a description of each change.

! Decision 04-01-013, p. 6
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Pre-MRTU

MRTU

Description

UFE

UFE

The UFE percentage is still conceptually
the same. It may vary based on the Load
Distribution Factors and Full Network
Model solutions as used to disaggregate
the LAP loads. Additionally, under MRTU
UFE will be settled at the Utility
Distribution Company (UDC) Settlement
Interval LMP.

GMC charge type

GMC - Energy

This GMC charge code (CC) does not

(CT) 4505 Transmission change in MRTU.
Services Net
Energy
Withdrawals
GMC CT 4506 GMC - Energy This GMC CC has minor changes in
Transmission MRTU. Load Following has been added.
Services Deviations
GMC CT 4534 GMC - Market This GMC CC has minor changes in
Usage Ancillary MRTU. HASP has been added.
Services
GMC CT 4535 GMC - Market This GMC CC has minor changes in
Usage Instructed MRTU. Uninstructed Imbalance Energy
Energy (UIE) is eliminated from CC 4535 and
added to CC 4536. Under MRTU, CC
4535 will only include Instructed
Imbalance Energy (lIE).
GMC CT 4536 GMC - Market This GMC CC has minor changes in
Usage Uninstructed | MRTU. Under MRTU, it will only include
Energy allocations for tier 1 and tier 2 UIE.?
GMC CT 4537 - This GMC CC is new to MRTU, and
Market Usage should be added in the new TBCC rate.
Forward Energy
GMC CT 4546 - This GMC CC is new to MRTU, and
Energy should be added in the new TBCC rate.
Transmission
Services
Uninstructed
Energy and Market
Usage Uninstructed
Energy — PIRP
Pre-MRTU MRTU Description

% Tier 1 UIE is the quantity of Uninstructed Deviation from the resource’s Instructed Imbalance
Energy. Tier 2 UIE is the quantity of Uninstructed Deviation from the resource’s Day-Ahead

Schedule.
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10-min Settlement IFM LAP_PGAE Under MRTU, the hourly market price will

Interval Average LMP price (the use day-ahead prices instead of the real
Price for North of Load Aggregation time price, as described above.
Path 15 Point applicable to
PG&E is
“LAP_PGAE")
Day Ahead and IFM and HASP/RT | This will be a control area specific
Hour Ahead Ancillary Services procurement cost rather than a system
Ancillary Services procurement costs | wide procurement cost, to fit with the
procurement costs divided by the nodal form of the MRTU market.
divided by the ISO LAP system
total ISO control load for the From OASIS,? the ancillary service price
area system load corresponding used will be the Regional Ancillary
ASMP region. Service Shadow Price (RASSP).

Note: This may be changed to a total
system procurement cost if control area
specific cost is not available via OASIS.

Total System Load Utility Distribution This data will be posted by the CAISO for
Company (UDC) each control area per CAISO Order 890:

control area load. “The CAISO will not challenge the
This will represent | Commission’s determination that Load
the load data for data should be posted on OASIS for each

each UDC control LSE or control area footprint within the
area rather than the | CAISO and intends to post that data to
entire CAISO the extent that it is available to the
control area. CAISO”

Note: This may be changed to a total
system load if control area specific load is
not available via OASIS.

Protests

Anyone wishing to protest this filing may do so by letter sent via U.S. mail, by
facsimile or electronically, any of which must be received no later than December
27, which is 20 days after the date of this filing. Protests should be mailed to:

CPUC Energy Division
Tariff Files, Room 4005
DMS Branch

% The CAISO’s Open Access Same-Time Information System (OASIS) provides market participants
with real-time updates of system load requirements, market information, transmission availability
and system conditions.
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505 Van Ness Avenue
San Francisco, California 94102

Facsimile: (415) 703-2200
E-mail: jnj@cpuc.ca.gov and mas@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:

Brian K. Cherry

Vice President, Regulatory Relations
Pacific Gas and Electric Company
77 Beale Street, Mail Code B10C
P.O. Box 770000

San Francisco, California 94177

Facsimile: (415) 973-7226
E-mail: PGETariffs@pge.com

Effective Date

PG&E requests that this advice filing become effective on regular notice, January
6, 2008, or at the time of MRTU market implementation.

Notice

In accordance with General Order 96-B, Section 1V, a copy of this advice letter is
being sent electronically and via U.S. mail to parties shown on the attached list.
Address changes to the General Order 96-B service list 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

-{m_ ﬁ/ . 1 A fi.l | mi

Vice President, Regulatory Relations

Attachments



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 (ID U39 M)

Utility type: Contact Person: Megan Hughes
M ELC M GAS Phone #: (415) 973-1877
O PLC O HEAT O WATER | E-mail: mehr@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) #: 3175-E Tier: 2

Subject of AL: Modification of Electric Rate Schedule Transitional Bundled Commodity Cost (TBCC) to Align With the
California Independent Systems Operator’s (CAISO) Market Redesign and Technology Upgrade (MRTU) Changes

Keywords (choose from CPUC listing): Transition Cost, CAISO
AL filing type: [0 Monthly [0 Quarterly [0 Annual M One-Time O Other

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

Does AL replace a withdrawn or rejected AL? If so, identify the prior AL: No

Summarize differences between the AL and the prior withdrawn or rejected AL

Is AL requesting confidential treatment? If so, what information is the utility seeking confidential treatment for: No
Confidential information will be made available to those who have executed a nondisclosure agreement: (1 Yes [0 No

Name(s) and contact information of the person(s) who will provide the nondisclosure agreement and access to the
confidential information:

Resolution Required? [ Yes & No
Requested effective date: January 6, 2008 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: Electric Rate Schedule TBCC
Service affected and changes proposed: N/A

Pending advice letters that revise the same tariff sheets: N/A

Protests, dispositions, 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 Pacific Gas and Electric Company

Tariff Files, Room 4005 Attn: Brian K. Cherry

DMS Branch Vice President, Regulatory Relations
505 Van Ness Ave., 77 Beale Street, Mail Code B10C

. P.O. Box 770000
San Francisco, CA 94102 San Francisco, CA 94177

jnj@cpuc.ca.gov and mas@cpuc.ca.gov E-mail: PGETariffs@pge.com
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Pacific Gas and Electric Company Revised Cal. P.U.C. Sheet No.
& San Francisco, California Cancelling Revised Cal. P.U.C. Sheet No.

U 39

26743-E*
26688-E*

RATES:
(Cont'd.)

SCHEDULE TBCC—TRANSITIONAL BUNDLED COMMODITY COST

(Continued)

Development of the Hourly Market Prices

The hourly market price shall consist of the California Independent System
Operator (CAISO) hourly Integrated Forward Market (IFM) Locational Marginal
Price (LMP) for the PGE Uitility Distribution Company (UDC) control Area
(LAP_PGAE), multiplied by an allowance for Unaccounted for Energy (UFE), plus
an allowance for Ancillary Services and the ISO Grid Management Charges
(GMCQ).

The UFE allowance will equal one plus the straight average of the most recent six
month actual UFE percentages available from the ISO Management Report for the
Board of Governors posted on the CAISO website. The UFE allowance will be
revised semi-annually (January and July).

The allowance for Ancillary Services, calculated hourly, will equal the 1ISO’s
corresponding Ancillary Service Marginal Price (ASMP) Day Ahead (IFM) and Hour
Ahead/Real Time (HASP/RT) Regional Ancillary Services procurement costs
divided by the UDC control area system load. If regional Ancillary Services (A/S)
data or UDC control area system load data is hot made publicly available in a
timely manner, the rate will be derived from the Ancillary Service Marginal Price
(ASMP) Zones Day Ahead (IFM) and Hour Ahead/Real Time (HASP/RT) Ancillary
Services total procurement costs divided by the CASIO control area system load.
The data used to calculate the Ancillary Services rate is subject to change by the
ISO without notice. Therefore, the Ancillary Service rate will be calculated using
the best available data at the time of downloading.

The ISO GMC will equal the sum of the GMC - Energy and Transmission Services
— Net Energy (Charge Code #4505), GMC - Energy and Transmission Services —
Deviations (Charge Code #4506), GMC - Energy Transmission Services
Uninstructed Energy and Market Usage Uninstructed Energy — PIRP (Charge Code
4546), and GMC - Market Usage (Weighted average rate per commodity MWh
applied for Charge Codes #4534, 4535, 4536, and 4537, based on the CA ISO
proposed budget) GMCs. The ISO GMC shall be charged on the customer’s
hourly metered demand. GMC - Core Reliability Services (Charge Code #4501 -
4503), GMC - Forward Scheduling (Charge Codes #4511 - 4513) GMC -
Settlements, Metering, and Client Relations (Charge Code #4575) are not included
in this charge.

Adjustments for DLFs and Franchise Fees and Uncollectibles:

The hourly cost at the transmission/distribution interface, as determined in Part 1,
is multiplied by the DLF and a franchise fees and uncollectible factor to determine
the appropriate price to be paid by end-use customers served at each voltage
level. DLFs will be calculated by PG&E based on the forecast hourly PG&E
Service Area Load (Direct Access, Community Choice Aggregation, plus Bundled
Service) per Decisions 97-08-056 and 04-12-046. The hourly DLFs will be broken
out by service voltage level and made available each day to market. PG&E will
calculate the hourly DLFs based on samples of hourly service area load by
applying the approach approved in Decisions 92-12-057, and 04-12-046.

The franchise fee and uncollectible factor is equal to: ............cccceene 1.010255

(Continued)

M
|

M

Advice Letter No.
Decision No.

107935

3175-E Issued by Date Filed December 7, 2007

Brian K. Cherry Effective

Vice President Resolution No.

Regulatory Relations
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