EXHIBIT B

DEMAND SIDE MANAGEMENT, Conservation and Load Management (dsm, C & LM)

Revenue Requirements
The Department’s conservation and load management (DSM, C & LM) revenue requirements cover the following programs:

· 20/20 Rebate Program -- established through Executive Order D-30-01. The program provides a rebate equal to 20% of the bill to customers who reduce their energy use by at least 20% relative to the same time period in 2000 (for SDG&E customers, the threshold is 15% reduction, for commercial and industrial customers, the 20% reduction must be during peak period and the 20% credit only applies to peak period charges). 

· Demand bidding -- established through Executive Order D-39-01. This program is under development. All existing participants in the Discretionary Load Control Program (ISO) and the IOU's Voluntary Demand Reduction Program are assumed to be rolled into the new Demand Bidding program. 

· Load management programs developed by the California ISO, which the DWR is now responsible for funding. These programs include the Demand Relief Program (DRP) and the Discretionary Load Control Program (DLCP). The DLCP will be rolled to the Demand Bidding program when it is established in mid-July.

Revenue requirements by type of program and month are summarized in Exhibit B-1.

The 20/20 program revenue requirements are estimated to be $350 million. It is assumed that one-quarter of these costs will be incurred in each of the four summer months during which the program operates. The energy savings are estimated at 1896 GWh (including T&D loss savings) and 1091 MW. The estimated program impacts have taken into account the potential for double counting of conservation effects from multiple programs, price response, and behavioral response due to awareness of the energy crises.

The table shows total forecasted load management of 2,816 MW, with 1,816 MW in IOU programs and 1,000 MW in ISO programs (DRP, and Demand Bidding -- DB), where the programs are fully called utilized. The utility programs include: existing interruptible, Optional Binding Mandatory Curtailment, Voluntary Demand Reduction Program, air conditioning load control, agriculture pumping load control, Base Interruptible and the Scheduled Load Reduction Program. As of June 21, 2001, approximately 1406 MW were enrolled in these programs. The costs of the utility load management programs is estimated using an average cost of $550/MWh and assuming that the programs are utilized for 24 hours per month, for the four summer months. None of the costs for these programs are included in DWR's revenue requirements.

DWR is responsible for funding the ISO's Demand Relief Program (DRP), the Discretionary Load Control Program (will be rolled into the Demand Bidding program), and the Demand Bidding (DB). 1,000 MW are assumed to enroll in these programs. The Demand Relief program costs are assumed to include the following:

· Authorization for 500 MW

· $20,000 per MW capacity payment for 2001, but with a contractual obligation to participate in 2002 with no additional capacity payment

· $500 MWh for curtailed load

· 40 hours per month 

Based upon these program parameters, the DRP is estimated to cost $20 million per month for the four summer months in 2001. In 2002, the program costs are $10 million per summer month. The lower costs are due the fact the entire capacity payments are being made in 2001.

The Demand Bidding (DB) program allows customers to post the amount of load that they will curtail at set prices. In estimating the revenue requirements for this program, we assumed:

· 500 MW of capacity (as of June 21, there were 279 MW in the VDRP and 35 MW in the DLCP -- both programs will be rolled into the DB program).

· 24 hours per month for the four summer months, at full utilization.

· An average cost of $350/MWh

· Program administration costs of $1.1 million per month, plus $1.2 million for initial programming and set-up were estimated based upon the costs estimates developed for the 20/20 program. These costs are incurred by the utilities and reimbursed by DWR.

The total monthly DB costs are estimated to be $5.3 million, with $4.2 million being the payments to customers. In June, 2001, another 1.2 million of program set-up costs are incurred (these are utility costs, reimbursed by DWR).

The last three lines in the table summarize the energy savings, demand impacts and revenue requirements for DWR's demand side management, conservation and load management (DSM, C & LM) programs, fully utilized. The monthly energy savings are estimated to be 498 GWh. The monthly demand savings are 2091 MW. Total DSM, CL & M revenue requirements are estimated to be $452 million for 2001 and $411 million for 2002. For the period June 2001 through June 2002, the DWR DSM, C & LM revenue requirement is estimated to be $555 million.
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ISO DRP program based on $500/MWh, 40 hrs/month for ‘
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-

Month in ’01, and $10,000/MW

-

Month in ‘02. 

 

Load management load and capacity figures represent output at full utilization.  

 

Demand bidding (DB) cost assumes $350/MWh and 24 hours per month in summer 

 

Load management admin costs 

are based on 20/20 admin costs.  
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