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Pacific Gas and Electric Company (PG&E) respectfully submits the follo~ring 
comments regarding the Load Management Proceeding: June 10'" Rate Design, 
Incentives, and Market Integration 2008 Workshop. 

Thank you for considering our comments. Please feel free to call me at the 
number above if you have any questions. 

c 

Sincerely, 

Attachments 
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PG&E appreciates the opportunity to participate in the June 10,2008 CEC workshop on 
load management issues. A few questions that were raised by the Commission, as well as 
PG&E's responses, are set forth below. 

Question #1: 
Commissioner Pfamenstiel commented on the "overlay" approach that PG&E cunrently 
uses to offer CPP rates to residential customers, where separately stated CPP surch~arges 
and credits are applied after the customer's bill is calculated according to their regular 
tariff. 

Answer: The overlay approach has been used for the last five years for PG&E's large 
customer CPP rates, and was also tested for residential and small commercial customers 
in the Statewide Pricing Pilot (SPP) experiment, which PG&E relied on in developing its 
new SmartRate tariffs for these customers. 

The overlay approach has two primary advantages. First, a single set of overlay rates can 
be developed for each principal customer class (e.g., Residential, Small Commercial, 
etc.). This makes it possible to develop much clearer communications materials for 
customers, because it avoids the need for explaining "similar but different" price signals 
that might apply under the numerous existing rate options that already apply within each 
customer class. 

Second, the overlay approach avoids creating new arbitrage or fiee-ridership issues - 
where a customer's enrollment decisions would be motivated by structural differences 
between the standard and dynamic pricing tariffs, rather than by the dynamic price 
signals alone. 

For example, replacing the standard five-tiered residential tariff with an untiered olptional 
dynamic pricing tariff could produce bill savings of $100 or more each month for the 
highest-usage residential customers, and these savings would be realized irrespective of 
whether they responded to the dynamic price signals. At the same time, lower-usage Tier 
1 and Tier 2 customers would face cost increases of as much as 25 or 40 percent as a 
result of moving to an un-tiered tariff - and would thus have little or no opportunity to 
realize savings even after undertaking aggressive response to the dynamic pricing signals. 

Taken together, these significant advantages afforded by the overlay approach far 
outweigh the small additional complexity in explaining how the new tariffs are 
structured. 

Question #2: 






