STATE OF CALIFORNIA EDMUND G. BROWN JR., Governor

PUBLIC UTILITIES COMMISSION
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February 25, 2014
Advice Letter 4332-E
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CAPACITY BIDDING PROGRAM

Dear Mr. Cherry:
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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

Fax: 415.973.7226

December 24, 2013

Advice 4332-E
(Pacific Gas and Electric Company ID U 39 E)

Public Utilities Commission of the State of California

Subject: Revise Electric Schedule E-CBP to Make Improvements to the
Capacity Bidding Program

Pacific Gas and Electric Company (“PG&E”) hereby submits for filing revisions to its
Electric Schedule E-CBP — Capacity Bidding Program. The affected tariff sheets are in
the enclosed Attachment 1.

Purpose

The purpose of this advice letter is to revise electric rate Schedule E-CBP to generally
improve the performance and reduce the administrative complexity of PG&E’s Capacity
Bidding Program (“CBP”), and align the CBP with PG&E’s other aggregator program,
the Aggregator-Managed Portfolio (“AMP”) contracts. In this advice letter, PG&E aligns
the CBP holiday calendar with the holiday calendar used by the California Independent
System Operator (“CAISQO”), clarifies the responsibility of the demand response
aggregator (“Aggregator”) in nominating each customer’'s nominated load, eliminates
the requirement that Aggregators nominate load separately for Bundled Service and
Direct Access (“‘DA”)/Customer Choice Aggregation (“CCA”) customers, updates the
payment and penalty calculations to reflect one capacity payment calculation, revises
the hourly capacity payment bands to better align with Aggregator performance, revises
settlement for capacity payments to be aggregated, clarifies the Aggregator’s
responsibility for AutoDR-enabled customer performance, and to modify language to
clarify the elimination of scheduling coordinator trades (SC-to-SC trades) for DA and
CCA service participation. None of these proposed revisions will impact the cost
effectiveness of the CBP.

Background

On December 18, 2013, PG&E submitted a Joint Petition for Modification of Decision
(“D.”) 13-01-024 which approved PG&E’s 2013-2014 AMP contracts. The Joint Petition
requests California Public Utilities Commission (“Commission” or “CPUC”) approval of
an amendment to the AMP contracts to improve them for both the Aggregators and
PG&E. Since CBP is an Aggregator-based program like the AMP, it is important that the
provisions of the CBP be aligned with AMP to avoid any artificial incentive for DR
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customers to participate in the CBP rather than in the Aggregators’” AMP contracts, or
vice versa. PG&E proposes revisions to the Schedule E-CBP to improve this alignment
and the performance of the CBP, and reduce its administrative complexity. PG&E
proposes revisions to Schedule E-CBP to remove the unnecessary desegregation of
nominated load, to better align capacity payments with performance, reduce operational
risks for Aggregators, and to encourage an overall more effective performance.

Tariff Revisions

1) Align Schedule E-CBP with the CAISO Calendar: Currently, Schedule E-CBP
stipulates that program days are Monday through Friday during the program season
with the exception of PG&E holidays. PG&E holidays differ slightly from CAISO
holidays which are the same as those defined by the North America Electric
Reliability Corporation (NERC). PG&E revises Schedule E-CBP by adopting NERC-
defined holidays to better align with the CAISO’s holiday calendar. In addition, this
revision will align the CBP calendar with PG&E’s Aggregator Managed Portfolio
(“AMP”) contracts. Those Aggregators who have an AMP contract also participate in
the CBP, so ensuring that the AMP contracts and the CBP utilize the same holiday
calendar will eliminate customer and Aggregator confusion.

2) Eliminates the Requirement for Customers to Elect Day-Of Adjustment: Under
the CBP, the Customer Specific Energy Baseline (“CSEB”) for each Service
Agreement (“SA”) is the average load for each hour based on the immediate past
ten similar weekdays prior to an event with the option of a day-of adjustment. The
day-of adjustment allows a CSEB to be modified for an event should the SA load
significantly differ on the event day from the original CSEB. The current Schedule E-
CBP tariff requires each customer to elect to utilize the day-of adjustment. In
actuality, the Aggregator is responsible for selecting the day-of adjustment on behalf
of each customer. The current version of Schedule E-CBP incorrectly states that:

“Customers must elect or opt-in to receive this adjustment. The customer is
responsible for determining the applicable baseline day-of adjustment amount at
the time of an event.”

PG&E revises Schedule E-CBP to remove this responsibility from the customer and
assign it to the Aggregator.

3) Combined Nomination and Capacity Payment of Bundled Service and DA/CCA
Load: The current Schedule E-CBP requires Aggregators to nominate load
reductions for Bundled Service separately from DA/CCA customers. PG&E is
proposing to allow the Aggregators to submit a combined nomination for Bundled
Service and DA/CCA customers, and update the capacity payment and penalty
calculations to reflect a combined capacity payment calculation. The current
breakdown creates smaller portfolios which make formation and operation of the
aggregated customer load more difficult for the Aggregator. This level of granularity
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4)

o)

makes it harder for the Aggregators to manage their operational risks and could
demotivate Aggregators from seeking DA and CCA customers that can add valuable
MWs.

Aggregate Settlement Across SLAPs: The current capacity payment and
penalties are calculated on an individual sub-load aggregation point (“SLAP”) basis.
This level of granularity limits the ability of the Aggregators to manage their
operational risk and creates an incentive to nominate fewer MW of load reduction.
To address this, PG&E proposes to allow the aggregation of capacity payments and
penalties by modifying the settlement process to allow settlement across all the
SLAPs for which the CBP was dispatched. Incorporating the opportunity for
aggregated settlement will reduce the operational risk of the DR Aggregators at the
SLAP level, while ensuring that they provide the total amount of load reduction to
which they have committed. The capacity payment and penalty calculations will
reflect one capacity payment calculation.

Revise the Settlement Bands: The hourly capacity payment bands in Schedule E-
CBP penalize the Aggregators disproportionately heavily even if they underperform
by as little as 11% below their nominated load reduction. The Hourly Capacity
Payment Calculation is amended to compensate the Aggregators in a manner that is
more consistent with the amount of load reduction they deliver. The revised Hourly
Capacity Payment Calculation is meant to make capacity payment terms more
reflective of Aggregator performance.

The current settlement bands for capacity payments are:

= 0.90 and < 1.00 [Hourly Capacity Price] x [Hourly Capacity Ratio]

= 0.75 and < 0.90 [Hourly Capacity Price] x [0.50]

= 0.50 and < 0.75 Zero (0)

= 0 and < 0.50 [Hourly Capacity Price] x [(Hourly Capacity Ratio - 0.50)]
PG&E Schedule E-CBP will be modified to the following settlement bands:
=2105% [Hourly Capacity Price] x [1.05]

>75% - <105% [Hourly Capacity Price] x [Hourly Capacity Ratio],
(Proportional Payment)

=260% - <75% [Hourly Capacity Price] x [0.50], (50% Payment)

=0 and <60% [Hourly Capacity Price] x [(Hourly Capacity Ratio - 0.60)]
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6)

7)

The modifications to the Hourly Capacity Payment Calculation are meant to make
capacity payment terms more reflective of what the Aggregator provides, at
reasonable levels of performance and is in line with Commission goals to procure all
cost-effective demand response. Thus the band for 75% to 105% provides for
proportional payment, (i.e., 96% for 96% performance), instead of the current
provision which drops the payment to 50% for performance that is less than 90%,
but more than 75%. The revised bands also provide for 50% payment for
performance between 60% and 75%, instead of the current payment of nothing for
performance between 50% and 75%. Finally, the penalty applies when performance
falls below 60%, instead of at 50% under the current bands. The effect of these
changes in the bands is to make the decline in payment less harsh when full
Commitment levels are not provided, but to increase the threshold where the
penalties apply from 50% to 60% performance. The changes in the payment bands
will encourage and reward high performance, will be more consistent with the
amount of lad reduction actually delivered, and will still maintain the incentive for the
DR Aggregator to avoid significant under-performance.

Clarify Responsibility for Load Reduction During an Event: To clarify
responsibility of the Aggregators for AutoDR-enabled customer performance in CBP,
additional language clarifies the DR Aggregators’ continuing obligation to provide the
load reduction associated with AutoDR-enabled customers in their CBP portfolio,
even if any of the customers fail to receive the required signal for any reason. The
Aggregators will remain responsible for delivering their Commitment Level even if
there is a failure of the AutoDR signal during an event. This clarifies operation of
AutoDR under CBP and will support the reliability of any nominated DR under the
CBP.

Modify Language to Clarify Removal of Superfluous SC-to-SC trade Reference:
On September 25, 2009, PG&E filed Advice Letter (“AL”) 3447-E-A to revise rate
Schedule E-CBP. The purpose of AL 3447-E-A was to resolve concerns raised by
the Alliance for Retail Energy Markets (“AReM”) in its protest to PG&E’s Application
for Approval of its 2009-2011 DR Programs and Budgets (Application (“A.”) 08-06-
003). Specifically, AReM requested that Scheduling Coordinator to Scheduling
Coordinator (SC-to-SC) trades for DA and CCA service participation in CBP be
either justified or eliminated’. However, a reference to SC-to-SC trades is still in
“Special Conditions for Direct Access and CCA Service Customers” in the Schedule

' AReM, PG&E, Southern California Edison (SCE), and San Diego Gas and Electric (SDG&E),
had filed a Joint Status Report on December 22, 2008, that resolved several issues raised by
AReM and committed the parties to “use their best efforts to resolve, before MRTU is
implemented, through the California Independent System Operator's (CAISO) DR Working
Group or other groups as appropriate: (a) any identified technical or regulatory barriers to DA
customer participation in MRTU DR Programs; (b) whether an SC-to-SC trade or a similar
mechanism should continue after MRTU; and (c) any ongoing concerns (financial, logistical or
other) regarding ending or continuing of SC-to-SC trades or similar mechanisms with ESPs as a
result of DA customers’ participation in a DR program.”
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E-CBP tariff, although it does not serve any function. Therefore, PG&E proposes to
remove the superfluous SC-to-SC trade language in Schedule E-CBP?. This change
is consistent with the elimination of SC-to-SC trade language originally approved in
AL 3447-E-A.

Protests

Anyone wishing to protest this filing may do so by letter sent via U.S. mail, facsimile or
E-mail, no later than January 13, 2014, which is 20 days after the date of this filing.
Protests must be submitted to:

CPUC Energy Division

ED Tariff Unit

505 Van Ness Avenue, 4" Floor
San Francisco, California 94102

Facsimile: (415) 703-2200
E-mail: EDTariffUnit@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 shall also be sent to PG&E either via E-mail or U.S. mail (and by facsimile,
if possible) 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

Any person (including individuals, groups, or organizations) may protest or respond to
an advice letter (General Order 96-B, Section 7.4). The protest shall contain the
following information: specification of the advice letter protested; grounds for the protest;
supporting factual information or legal argument; name, telephone number, postal

*The tariff revision was originally proposed in Advice Letter 3604-E, which PG&E withdrew on
December 5, 2013. Because it is necessary to implement the aggregated nomination and
settlement of Bundled Service, DA, and CCA load discussed above, PG&E is proposing to
incorporate this change through this new filing.
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address, and (where appropriate) e-mail address of the protestant; and statement that
the protest was sent to the utility no later than the day on which the protest was
submitted to the reviewing Industry Division (General Order 96-B, Section 3.11).

Effective Date

PG&E requests that this Tier 2 advice filing become effective prior to March 1, 2014 so
the tariff changes can be implemented in time for Summer 2014 Season. If the
Commission’s approval is granted before March 1, 2014, the tariff changes would go
into effect March 1, 2014. If the Commission approves the tariff changes after March 1,
2014, the tariff changes would not go into effect until March 2015.

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 and the
service lists A.11-03-001, A.12-09-004, R.07-01-041, and R.13-09-011. Address
changes to the General Order 96-B service list should be directed to PG&E at email
address PGETariffs@pge.com. For changes to any other service list, please contact
the Commission’s Process Office at (415) 703-2021 or at Process_Office@cpuc.ca.gov.
Send all electronic approvals to PGETariffs@pge.com. Advice letter filings can also be
accessed electronically at: http://www.pge.com/tariffs

ﬁ/w:w\ C/fuyuug/ /KHC/

Vice President, Regulatory Relations
cc:  Service Lists A.11-03-001, A.12-09-004, R.07-01-041, and R.13-09-011

Attachments
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Pacific Gas and Electric Company Revised Cal. P.U.C. Sheet No. 33265-E
San Francisco, California Cancelling Revised Cal. P.U.C. Sheet No. 32225-E
& U 39
ELECTRIC SCHEDULE E-CBP Sheet 2
CAPACITY BIDDING PROGRAM
OPTIONS AND The program season is May 1 through October 31.
PRODUCTS:
The program days are Monday through Friday during the program season, excluding North American (@)
Electric Reliability Corporation (NERC) holidays. NERC holidays during the program season are the @)
dates on which the following holidays are legally observed: Memorial Day, Independence Day, and
Labor Day.
If Independence Day falls on a Sunday, then it is recognized the Monday immediately following that (N)
Sunday. If Independence Day falls on a Saturday, it remains on that Saturday. (N)
The program hours are 11 a.m. to 7 p.m. on program days.
The following options and products are available:
Day-Ahead Options
Maximum
Minimum Maximum Event Hours Maximum
Duration Duration Per Operating Events Per
Product per Event per Event Month Day
1-4 Hour 1 hour 4 hours 30 1
2-6 Hour 2 hours 6 hours 30 1
4-8 Hour 4 hours 8 hours 30 1
Day-Of Options
Maximum
Minimum Maximum Event Hours Maximum
Duration per Duration per Per Operating | Events Per
Product Event Event Month Day
1-4 Hour 1 hour 4 hours 30 1
2-6 Hour 2 hours 6 hours 30 1
4-8 Hour 4 hours 8 hours 30 1
The limits shown in the tables above are applied at the Capacity Nomination. (N)
(Continued)
Advice Letter No:  4332-E Issued by Date Filed December 24, 2013
Decision No. Brian K. Cherry Effective February 25, 2014
Vice President Resolution No.
2C9 Regulatory Relations



Pacific Gas and Electric Company Revised Cal. P.U.C. Sheet No. 33266-E
San Francisco, California Cancelling Revised Cal. P.U.C. Sheet No. 32464-E*

& U 39

AGGREGATOR’S
PORTFOLIO:

CUSTOMER
SPECIFIC
ENERGY
BASELINE:

ELECTRIC SCHEDULE E-CBP Sheet 3
CAPACITY BIDDING PROGRAM

An Aggregator must submit a Notice to Add or Delete Customers Participating in the
Capacity Bidding Program (Form 79-1075) to add a customer’s Service Agreements (SAS)
to add or delete a customer’s SAs from its portfolio. PG&E will review and approve each
SA before the SA can be included in an Aggregator’s portfolio. Additions to the portfolio
will be effective upon PG&E'’s approval date. Deletions from the portfolio will be effective at
the end of the current calendar month in which this notice is received provided PG&E
receives this notice at least 15 calendar days prior to the end of the current month. A SA
can be included in only one portfolio at a time.

PG&E will assign each CBP customer to a Load Zone. As specified below, the assigned
Load Zone will be either a PG&E system-level Load Zone or a PG&E subsystem-level
Load Zone, which is referred to as a Load Zone.

Existing AutoDR CBP customers shall be assigned to a PG&E system-level Load Zone.
Existing non-AutoDR CBP customers will be assigned to a Load Zone.

New AutoDR CBP customers shall be assigned to a PG&E system-level Load Zone. New
non-AutoDR CBP customers will be assigned to a Load Zone.

The CBP customer’s assigned Load Zone may change over time. PG&E will provide
notice of the Load Zone change to the current Aggregator. The effective date of the
change must occur at the end of a calendar month.

Customers participating in Schedule E- CBP can submit an Election To Withdraw

(Form 79-1149) to initiate the process to be removed from Schedule E- CBP. Customers
electing this option may not join another Portfolio in any of PG&E’s Aggregator programs,
which includes Schedule E- CBP program and the Aggregator Managed Program (AMP)
for the remainder of the DR Season, i.e. the calendar months of May through October.

Election of Customer to withdraw from the Aggregator’s Portfolio shall be effective and
binding at the end of the then current calendar month in which PG&E received this form
identifying the Service Agreement(s) to which the Customer withdrawal applies; provided
PG&E receives the form at least fifteen (15) calendar days prior to the end of the then
current month. If PG&E receives the form less than fifteen (15) calendar days prior to the
end of the then current month, then Customer’s withdrawal from Aggregators Portfolio will
be effective the following month. PG&E shall notify the Customer’s current Aggregator of
the Customer’s election. The notice shall include the effective date of withdraw.

To participate in this program, a customer must have a valid customer specific energy
baseline (CSEB) at least 5 calendar days prior to the first day of the operating month.

CSEB will be valid for purposes of participation if there are at least ten (10) similar days of
interval data available in PG&E’s CBP Website.

Each Capacity Nomination will have its own CSEB based on its associated aggregated

group. The CSEB on any given day during the program is the sum total of each individual

SA’s baseline in the group. Each individual SA baseline is the average for each hour

based on the immediate past ten (10) similar weekdays prior to an event with the option of

a day-of adjustment. The load during each hour of the ten days will be averaged to

calculate an hourly baseline for each hour. The past ten (10) similar days will include

Monday through Friday, excluding NERC holidays and event days prior to the event (M)
(including events of this program, or any other interruptible or curtailment programs

enrolled by the customer, or days when a rotating outage was called).

(Continued)
Advice Letter No:  4332-E Issued by Date Filed December 24, 2013
Decision No. Brian K. Cherry Effective February 25, 2014
Vice President Resolution No.
3C9 Regulatory Relations
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San Francisco, California Cancelling Revised Cal. P.U.C. Sheet No. 32465-E
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ELECTRIC SCHEDULE E-CBP Sheet 4
CAPACITY BIDDING PROGRAM

CUSTOMER The day-of adjustment is the ratio of a) the average load of the first three of the four

SPECIFIC hours prior to the event to b) the average load of the corresponding hours from the past

ENERGY 10 similar weekdays, as discussed above. The day-of adjustment will be limited to +/-

BASELINE: 40% of each individual SA baseline in the group, and will be based on the first three of

(Cont'd.) the four hours prior to the start of the event. The day-of adjustment is applied by
multiplying it by each hourly baseline value. The Aggregator must elect or opt-in to )
receive this adjustment on behalf of the customer. The Aggregator is responsible for |
determining the applicable baseline day-of adjustment amount at the time of a ©)

nomination. PG&E will only be responsible for determining the applicable baseline day-
of adjustment following each event for the purpose of evaluating customer compliance.
If more than one event (either within the same or across multiple programs) occurs on
the same day, the day-of adjustment from the event with the earliest start time will be
used for the individual SA’s events that day requiring a day-of adjustment.

The hourly load profile on any given day during the program is determined by summing
the hour by hour interval data for each of the SAs in the aggregated group.

CAPACITY Capacity Nominations must be submitted by Aggregators no later than 5 calendar days
NOMINATIONS: prior to the operating month. All Capacity Nominations are fixed for their associated
operating months. All operating months begin and end at the beginning and ending of
its corresponding calendar month.
An Aggregator can include only those SAs that are in its portfolio.

An Aggregator must nominate capacity in the following categories:

Option (Day-Ahead or Day-Of)
(D)

Product
(%)
Load Zone
No later than 5 calendar days prior to the first day of the operating month, an Aggregator
must specify the SAs from its portfolio that shall be included in the aggregated group
associated with each Capacity Nomination. The characteristics of selected SAs must
match the categories of its associated Capacity Nomination. These aggregated groups
will be used to determine the CSEB and performance during the operating month. A SA
can be included in only one aggregated group and only one CSEB for a given operating
month.
RATES: The payments under this rate schedule will be determined from the following
components.
1. Capacity Price
2. Capacity Payment and Capacity Penalty
3.  Energy Payment
(Continued)
Advice Letter No:  4332-E Issued by Date Filed December 24, 2013
Decision No. Brian K. Cherry Effective February 25, 2014

Vice President Resolution No.
4C9 Regulatory Relations
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San Francisco, California Cancelling Revised Cal. P.U.C. Sheet No. 29537-E
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ELECTRIC SCHEDULE E-CBP Sheet 6
CAPACITY BIDDING PROGRAM
CAPACITY All Capacity Payments will be determined for each Capacity Nomination as specified @)
PAYMENT AND below. The Aggregator will receive Capacity Payments and Capacity Penalties for (N)
CAPACITY Bundled, DA, CCA Service customers. (N)
PENALTY:
If a CBP Event was not called for a Capacity Nomination during the operating month, @)
then the Capacity Payment for the operating month is equal to the product of Nominated |
Capacity and Capacity Price for the applicable operating month, option, and product. )
If one or more CBP Events were called for a Capacity Nomination during the operating @)
month, then the Capacity Payment for the operating month will be determined for each |
called Capacity Nomination as follows: )
1) The Hourly Delivered Capacity for the event hour is equal to the sum of the @)
baselines for each individual SA in the Capacity Nominations called for the event |
hour minus the sum of the average demands for each individual SA in the Capacity |
Nominations called for the event hour. The average demand is defined as the sum |
of the energy consumed during the event hour for each of the SAs in the Capacity |
Nomination converted to demand measured in kilowatts. (M
2)  The Hourly Delivered Capacity Ratio for the event hour is the sum of Hourly )
Delivered Capacity for all Capacity Nominations called for that hour divided by the |
sum of the Nominated Capacity for all Capacity Nominations called for that hour. |
When a CBP event is called for one or more Load Zones, the Hourly Delivered |
Capacity Ratio for the event hour will be calculated on a cumulative basis for |
Aggregator’s performance in all Load Zones that received a Notice of the CBP |
event for the hour. )
3) The Unadjusted Hourly Capacity Payment for a Capacity Nomination equals the L)
product of the Nominated Capacity for the operating month and the Capacity Price
for the operating month divided by the number of event hours in the operating
month for the Capacity Nomination. L)
(Continued)
Advice Letter No:  4332-E Issued by Date Filed December 24, 2013
Decision No. Brian K. Cherry Effective February 25, 2014
Vice President Resolution No.
6C9 Regulatory Relations
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33269-E
29538-E

CAPACITY
PAYMENT AND
CAPACITY
PENALTY
(Cont'd.):

ELECTRIC SCHEDULE E-CBP
CAPACITY BIDDING PROGRAM

Sheet 7

4)  The Adjusted Hourly Capacity Payment/Penalty is determined from the following

table:

Hourly Delivered Capacity Ratio

Adjusted Hourly Capacity Payment/Penalty

> 1.05 ()

Adjusted Hourly Capacity Payment =
Unadjusted Hourly Capacity Payment *
1.05 (1)

Adjusted Hourly Capacity Penalty = 0

v

0.75(R) and < 1.05 (1)

Adjusted Hourly Capacity Payment =
Unadjusted Hourly Capacity Payment *
Hourly Delivered Capacity Ratio

Adjusted Hourly Capacity Penalty = 0

v

0.60 (R) and < 0.75 (R)

Adjusted Hourly Capacity Payment =
Unadjusted Hourly Capacity Payment *
50%

Adjusted Hourly Capacity Penalty = 0

> 0(R) and < 0.60 (R)

Adjusted Hourly Capacity Payment = 0

Adjusted Hourly Capacity Penalty =
Unadjusted Hourly Capacity Payment *
(0.60 - Hourly Delivered Capacity Ratio)

<0

Adjusted Hourly Capacity Payment = 0

Adjusted Hourly Capacity Penalty =
Unadjusted Hourly Capacity Payment *
(0.60) (1)

5) The Capacity Payment for the Capacity Nomination is the sum of the Adjusted
Hourly Capacity Payment/Penalty for the operating month.

(Continued)
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ELECTRIC SCHEDULE E-CBP Sheet 8
CAPACITY BIDDING PROGRAM

All Energy Payments will be determined separately for each Capacity Nomination.

If no CBP Events were called during the operating month, then the monthly Energy
Payment is zero (0).

If one or more CBP Events were called during the operating month, then the monthly
Energy Payment is obtained by summing the Hourly Energy Payments. The Hourly
Energy Payments will be determined as follows:

Nominated Energy pr = Nominated Capacity yr

Delivered Energy wr = lesser of Delivered Capacity g or
1.5 * Nominated Energy nr

If Delivered Energy nr >=  Nominated Energy nr

Energy Payment yg = Delivered Energy yr * Energy Price pr

If Delivered Energy wr < Nominated Energy pyr

Energy Payment yg = Delivered Energy yr * Energy Price yr less
(Nominated Energy yr - Delivered Energy yg) *
the higher of the ex-post energy price for the
event hour or the Energy Price pr

Where the Energy Price jg= 15,000 BTU/kWh * PG&E citygate midpoint gas
price as published by Platts Gas Daily for the
date of the CBP Event ($/BTU)

See section below for special conditions regarding DA and CCA service customers’
energy payments.

Aggregators must make the necessary arrangements with the ESP of its DA or CCA
service customers before enrolling DA or CCA service customers in this program.

PG&E will not provide energy payments to Aggregator on behalf of a DA or CCA service
customer, for load reductions during CBP events ($0/kwWh). Aggregators will still receive (D)
capacity payments from PG&E for DA or CCA customers’ load as applicable under this

Schedule. This provision does not prevent DA or CCA customers from entering into
arrangements with their respective ESPs or CCAs to receive part or all of the energy

benefits derived from the DA or CCA customers’ load reductions during CBP events.

See Agreement For Aggregators Participating In The Capacity Bidding Program (Form
79-1076) for additional information.
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BILLING
DISPUTES:

CAPACITY BIDDING PROGRAM

Aggregators, at their expense, must have: (1) access to the Internet and an e-mail
address to receive notification of a CBP Event; and (2) an alphanumeric pager or cellular
telephone that is capable of receiving a text message sent via the Internet, and/or a
facsimile machine to receive notification messages. An Aggregator cannot participate in
the CBP until all of these requirements have been satisfied.

If a CBP Event occurs, Aggregators will be notified using one or more of the above
mentioned systems. It is the responsibility of the Aggregator to notify its aggregated
customers.

PG&E will make best efforts to notify Aggregators; however receipt of such notice is the
responsibility of the Aggregator. PG&E does not guarantee the reliability of the pager (D)
system, e-mail system, or website by which the Aggregator receives notification.

In the event a customer in the AutoDR program opts out of a CBP Event, or if the (N)
AutoDR notification to the customer’s AutoDR enabled equipment fails for any reason, |
the Aggregator shall not be relieved of its obligation to provide its full Capacity |
Nominations. (N)

Aggregators must submit a signed Agreement For Aggregators Participating In The
Capacity Bidding Program (Form 79-1076). Aggregators must submit a Notice to Add or
Delete Customers Participating in the Capacity Bidding Program (Form 79-1075) signed
by the aggregated customer to add or delete a customer from its portfolio.

The terms and conditions of the agreement governing the relationship between the
Aggregator and a customer with respect to such customer’s participation in the CBP
through such Aggregator are independent of PG&E. Any disputes arising between
Aggregator and such customer shall be resolved by the parties.

If an Aggregator disputes a hill issued by PG&E, the disputed amount will be deposited
by the Aggregator with the California Public Utilities Commission (Commission) pending
resolution of the dispute under the existing Commission procedures for resolving such
disputes with PG&E. No termination of participation in the CBP will occur for this dispute
while the Commission is hearing the matter, provided that the full amount in dispute is
deposited with the Commission.

If a customer has a billing dispute with its Aggregator, the customer will remain obligated
to pay PG&E charges for its OAS in a timely manner. Neither the Aggregator nor the
customer shall withhold payment of PG&E charges pending resolution of a dispute
between the customer and Aggregator.
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CAPACITY BIDDING PROGRAM

PG&E may call up to two (2) test CBP Events per calendar year. Test CBP Events will
be treated as actual CBP Events, including payments and penalties, and will count
towards the product limits.

Day-Ahead Option:

PG&E may trigger a Day-Ahead CBP Event for one or more Load Zones when:

1) PG&E’s procurement stack is expected to require the dispatch of electric generation
facilities with heat rates of 15,000 BTU/kWh or greater for the day-ahead market,

2) PG&E receives a market award or dispatch instruction from the CAISO for a Proxy
Demand Response bid, 3) when PG&E, in its sole opinion, forecasts that generation
resources or electric system capacity may not be adequate, or 4) for forecasted
temperature for a Load Zone exceeds the temperature threshold for the Load Zone.
PG&E reserves the right not to call an event even when these thresholds are reached
when PG&E, in its sole opinion, forecasts that resources may be adequate.

PG&E will notify the affected Aggregators by 3:00 p.m. on a day-ahead basis of a

CBP Event for the following business day. Notices will be issued by 3:00 p.m. on the
business day immediately prior to a NERC holiday or weekend if a CBP Event is planned
for the first business day following the NERC holiday or weekend.

Day-Of Option:

PG&E may trigger a Day-Of Event for one or more Load Zones when: 1) PG&E’s
procurement stack is expected to require the dispatch of electric generation facilities with
heat rates of 15,000 BTU/kWh or greater for the real-time market, 2) PG&E receives a
market award or dispatch instruction from the CAISO for a Proxy Demand Response bid,
3) PG&E, in its sole opinion, forecasts that generation resources or electric system
capacity may not be adequate, or 4) the forecasted temperature for a Load Zone
exceeds the temperature threshold for the Load Zone. PG&E reserves the right not to
call an event even when these thresholds are reached when PG&E, in its sole opinion,
forecasts that resources may be adequate.

PG&E will notify the affected Aggregators on a day-of basis, with at least three hours
notice prior to the start of a Day-Of Event.

All customers participating on this program agree to allow personnel from the California
Energy Commission (CEC), PG&E, and their contracting agents, reasonable access to
conduct a site visit for measurement and evaluation, access to the customer’s interval
meter data, and agree to complete any surveys needed to enhance this program.

PG&E may release customer information to the CAISO in order to facilitate direct
participation of retail demand response resources in the CAISO wholesale market.
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Barkovich & Yap, Inc.
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