STATE OF CALIFORNIA ARNOLD SCHWARZENEGGER, Governor
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February 27, 2009
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Pacific Gas and Electric Company
77 Beale Street, Mail Code B10C
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November 12, 2008

Advice 3360-E
(Pacific Gas and Electric Company ID U 39 E)

Subject: Revision to Demand Response Base Interruptible Program —
Electric Rate Schedule E-BIP

Public Utilities Commission of the State of California

Pacific Gas and Electric Company (PG&E) hereby submits revisions to its electric
demand response (DR) rate schedule E-BIP - Base Interruptible Program for
filing. The affected tariff sheets are included as Attachment 1.

Purpose

The purpose of this filing is to modify tariff language in PG&E’s rate schedule E-
BIP as described below. This proposed change will resolve the California
Independent System Operator’'s (CAISO) concern on continuing to count BIP for
Resource Adequacy (RA) purposes during the 2009-2011 timeframe.

Background

The BIP has been an effective DR program for many years. The program
currently counts towards the utilities’ RA requirements. The CAISO has expressed
opposition toward continuing to count this program because it believes that
resources that are counted toward maintaining the system reserve margin should
be callable before an actual system emergency condition exists."

The Commission also indicated that it expects parties to offer revised DR
programs that can meet the CAISO’s needs as well as the needs of utilities’

! The recent CAISO response to CPUC questions on the need for Stage 2 triggered programs
stated “The CAISO has argued strenuously before the Commission that emergency triggered
demand response programs are not useful for resource adequacy purposes and should not count
as Resource Adequacy capacity” (pgs. 3 - 4 of CAISO August 15, 2008 PHC statement of CAISO
in R. 07-01-041 Phase 3).
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REVISED

customers.?  The issue of counting BIP enrollment towards the utilities’ RA
requirements has also been raised in the recent DR OIR Phase 3 Assigned
Commissioner’s Ruling.

In response to these concerns, various interested parties including, PG&E,
Southern California Edison (SCE), San Diego Gas and Electric (SDG&E)
(sometimes referenced as “utilities”); the CAISO; the California Manufacturers and
Technology Association (CMTA); and the California Large Energy Consumers
Association (CLECA) (collectively the Parties) met to discuss these issues and
negotiate a revision to BIP.

These negotiations and collaborative meetings resulted in the CAISO’s support for
continuing to include BIP towards the utilities’ RA requirements, if the BIP trigger is
modified so that the program may be called prior to a Stage 1 emergency. This
agreement was further conditioned on the Parties continue to engage in
meaningful discussions to promote the voluntary transition of large customers to a
forward-bid paradigm that incorporates an option for large customers to participate
in a viable, price-responsive DR program during the 2010 to 2011 timeframe.
PG&E plans to engage in such discussions with the Parties. As part of the
agreement to change the trigger as proposed in this filing, the Parties intend to
continue to work toward further refinements to price-based programs and triggers
to interruptible programs that are compatible with MRTU.

Revisions to Existing Rate Schedule

PG&E proposes to modify the BIP’s trigger language for Option A, in order to add
an additional option to call the program. PG&E proposes to add the option to
operate Option A when the CAISO has publicly issued a Warning notice and has
determined that a Stage 1 emergency is imminent consistent with its operating

2D. 07-06-029 page 40-41 states “ It appears that at least one preferred solution to this mismatch
of resources and CAISO market rules would be to craft DR programs that are both attractive to
customers and closely coordinated with the CAISO’s day-ahead market processes. Subject to an
appropriate transition mechanism that gives recognition to current arrangements entered into in
good faith reliance on 10U tariff provisions, it may be appropriate to work toward the eventual
exclusion of emergency based DR programs from the RA program. Such a determination cannot
reasonably be made at this time, however.”

R.07-01-041 was established to address various DR program issues, including consideration of
modifications to DR programs needed to support the CAISO’S efforts to incorporate DR into
market design protocols. Pending the outcome of R.07-01-041 regarding this issue, we find it is at
best premature to order a reversal of our earlier decision to allow emergency and interruptible DR
programs to count for RA purposes.”
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procedure E-508B. This change will allow the CAISO to call BIP before a Stage 1
emergency once it has exhausted all other options to prevent further degradation
of its operating reserves. Any calls made under this new trigger will count towards
the BIP’s event limits. In addition, PG&E proposes to make a minor clarification of
its applicability statement.

Opt-Out Window for Existing BIP Customers

PG&E normally offers an opportunity once a year, for customers to modify their
BIP firm service level or program participation during the month of November.
However, since the proposed trigger change may increase the likelihood of a DR
event call, PG&E proposes to offer a one-time thirty (30) day opt-out window for
existing BIP customers if the BIP program changes are approved. PG&E requests
that this one-time opt-out window commence fifteen (15) days after CPUC
approval of this advice letter.

PG&E will make a strong effort to retain all customers in the program. This effort
will include: 1) sending letters to all current BIP customers explaining that the
program trigger has changed to include an additional trigger, and 2) a one-time
opt-out period to allow the customers to change their firm service level or
participation in the program. In addition, PG&E Sales and Service representatives
will be available to meet with the customers to ensure that they fully understand
the changes to the BIP trigger.

Protest Period

Anyone wishing to protest this filing may do so by sending a letter by December 2,
2008, which is 20 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:

CPUC Energy Division

Tariff Files, Room 4005

DMS Branch

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.
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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 submits this as a Tier 2 advice letter and, as such, requests that this advice
fiing become effective on regular notice, December 12, 2008, which is 30
calendar days after the date of filing.

Notice

In accordance with General Order 96-B, Section IV, 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.08-06-003 and A.07-01-041. 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.

‘_{_-\fw“— {q '1 A i fi:,f;lr rr.ll"

Vice President - Regulatory Relations

Attachments

CcC: Service Lists — A.08-06-003; A.07-01-041
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APPLICABILITY:

TERRITORY:

ELIGIBILITY:

ELECTRIC SCHEDULE E-BIP Sheet 1
BASE INTERRUPTIBLE PROGRAM

This schedule is available until modified or terminated in the rate design phase of the

next general rate case or in another proceeding. The E-BIP Program (Program) is (T)
intended to provide load reductions on PG&E’s system on a day-of basis when the

California Independent System Operator (CAISO) issues a curtailment notice.

Customers enrolled in the Program will be required to reduce their load down to their firm

service level (FSL). This program may be closed by PG&E without notice when the

interruptible program limits set forth in CPUC Decision 01-04-006 and Rulemaking 00-

10-002 have been fully subscribed.

Decision 07-09-004 in the rate design phase of PG&E’s 2007 General Rate Case
proceeding ordered that all existing non-firm customers be transferred off of Schedule E-
NF on or before January 1, 2008. Affected customers may elect to take service on
Schedule E-BIP, Option A.

This schedule is available throughout PG&E’s electric service area.

This schedule is available to bundled-service, Community Choice Aggregation Service
(CCA Service), and Direct Access (DA) commercial, industrial, and agricultural
customers. Each customer, both directly enrolled and those in an aggregator’s portfolio,
must take service under the provisions of a demand time-of-use rate schedule to
participate in the Program and have at least an average monthly demand of 100 kilowatt
(kW). Customers being served under Schedules AG-R or AG-V are not eligible for this
program. Customers taking service under Direct Access must meet the metering
requirements prescribed in the Metering Equipment section of this rate schedule.

A customer may enroll directly with PG&E or with an aggregator. An aggregator is an
entity, appointed by a customer, to act on behalf of said customer with respect to all
aspects of the Program, including but not limited to: (1) the receipt of notices from
PG&E under this program; (2) the receipt of incentive payments from PG&E; and (3) the
payment of penalties to PG&E.

Each customer, both directly enrolled and those in an aggregator’s portfolio, must
designate the number of kW (“firm service level”) to which it will reduce its load down to
or below during a Program operation. The FSL must be no more than eighty-five
percent (85%) of each customer’s highest monthly maximum demand during the
summer on—peak and winter partial-peak periods over the past 12 months with a
minimum load reduction of 100 kW. If load information is unavailable, customers must
demonstrate to PG&E’s satisfaction that they can meet these minimum requirements.

Customers on this program may not have, or obtain, any insurance for the purpose of
paying non-compliance penalties for willful failure to comply with requests for
curtailments. Customers with such policy will be terminated from the Program, and will
be required to pay back any incentives that the customer received for the period covered
by the insurance. If the period cannot be determined, the recovery shall be for the entire
period the customer was on the program.

Customers who are deemed essential under the Electric Emergency Plan as adopted in
Decision 01-04-006 and Rulemaking 00-10-002, must acknowledge that the customer is
voluntarily electing to participate in this program for part or all of its load based on
adequate backup generation or other means to interrupt load upon request by the
respondent utility, while continuing to meet its essential needs. In addition, an essential
customer may commit no more than 50% of its average peak load to interruptible
programs.

(Continued)
Aadvice Letter No:  3360-E Issued by Date Filed November 12, 2008
Decision No. Brian K. Cherry Effective December 12, 2008
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27829-E
26277-E

PROGRAM
DETAILS:

ELECTRIC SCHEDULE E-BIP Sheet 4
BASE INTERRUPTIBLE PROGRAM

Program Options

Customers participating in the program must elect one of the two options below.
Each SA can only enroll in either Option A or Option B. Customers who participate
in E-BIP prior to November 30, 2006, will be automatically defaulted to Option A.

An aggregator’s customers will be grouped into portfolios by the following
categories: (1) Option A or B, (2) Bundled, CCA Service, or Direct Access, and
(3) PG&E BIP Curtailment Zone. Note, all customers in an aggregator’s group
must be in the same PG&E BIP Curtailment Zone. The BIP Curtailment Zone is
determined by the geographic location of the participating service agreement.

OPTION A

1.  Notification Period — Customers will be given at least thirty (30) minutes
notice before each curtailment.

2. Event Limits — A Program curtailment operation will be limited to a maximum
of one (1) event per day and four (4) hours per event. The Program will not
exceed ten (10) events during a calendar month, or one hundred twenty (120)
hours per calendar year.

A customer may be required to participate in a test event when they sign-up
for the Program and up to two additional test events per year to ensure that
the notification equipment is operational and to verify the expected load drop.
Test events will be operated, paid, and counted as actual curtailment events.

3. Program Participation Incentive Payments — Incentive payments will be paid
on a monthly basis based on the directly enrolled customer’s or aggregated
portfolios’ monthly potential load reduction (PLR) amount:

Potential Load Reduction Incentive
1 kW to 500 kW $8.00/kW
501 kW to 1,000 kW $8.50/kW

1,001 kW and greater $9.00/kW

The PLR (described below) will be multiplied by the appropriate incentive
level to determine the monthly incentive payment.

4.  Failure to Reduce Loads during an Event — Customers will be penalized
$6.00 per kilowatt-hour (kWh) for energy usage over its FSL during a
curtailment. Penalties will be evaluated on an hourly basis.

5.  Trigger — The CAISO may request PG&E to operate all or part of the
customers on Option A when 1) it has publicly issued a Warning notice and
has determined that a Stage 1 emergency is imminent consistent with its
operating procedure E-508B, 2) during a Stage 2 event; 3) based on its
forecasted system conditions and operating procedures, or 4) in the event of
a transmission system contingency.

(Continued)
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