COMMENTS OF DEMAND RESPONSE RESEARCH CENTER ON THE DRAFT DEMAND LOAD IMPACT PROTOCOLS 

The Demand Response Research Center (DRRC) provides these general comments in response to the agency staff’s request to submit comments on the draft protocols by May 1, 2006.

GENERAL COMMENT:

The introduction and initial discussion fails to address two basic issues that establish the foundation for defining and evaluating demand response, specifically:

1. The attributes that contribute to and comprise the value of demand response (DR) are an essential starting point that is not addressed.  Where the value is derived determines:  (1) the characteristics of DR as a resource, (2) what needs to be measured and (3) potential measurement techniques.  Understanding how the attributes of DR options contribute to both its value and evaluation needs also provides information for how to make DR more effective.  Evaluation has two objectives – to tell you where you’ve been and what you’ve accomplished and to provide insight into what you can do to improve where you’re going.  

2. There is a need to also comment on other options for defining and delivering DR resources.  The current document focuses only on and implicitly accepts the existing historical DR offerings which tend to be defined as utility provided programs with distinctly defined customer targets, specific participation requirements and incentives that are not integrated with the underlying customer tariff.  As a result, the protocol discussion necessarily focuses on difficult or impossible to resolve analytical problems like the baseline issue.  AMI, rate and building standard policy initiatives before the CPUC and CEC may fundamentally change the nature of DR and the consequent evaluation needs.  This protocol effort should be designed to recognize and address these potential changes. 

Section 2.0 Types of DR Programs

The definition and types of DR programs presented in the opening paragraphs of this section are unclear and in some cases contradictory.  Terminology varies from paragraph to paragraph and distinctions between dispatchable and non-dispatchable are not clear.  A more concise definition of DR might consider dividing options into (1) Price response or reliability responsive and (2) dispatchable and nondispatchable.  While price may positively correlate with reliability for many events, there are reliability situations for which there is no clear price proxy.  The definition can recognize this dimensional feature by more explicitly defining the links to price and reliability.  The same is true of dispatchable and non-dispatchable.  One option is to define dispatchable as those loads connected to a control device that can be automatically activated by a price or reliability signal.  Price responsive dispatchable options may include a customer override option, however the definitions may choose to not allow customer override for reliability signals.  This is in fact the definition being used by the CEC in their Programmable Controllable Thermostat (PCT) Title 24 building standards proposal.

Impact Issue #2 – Education and Marketing Programs:

The cost of education and marketing is an overhead that should be allocated to specific DR options.

This protocol effort should also consider tariff as well as program related impacts and the effect on definitions of participants and non-participants.  Pending policy proposals for default CPP rates will define all customers as participants, whether they respond to the DR incentives or not.  A default tariff approach will also eliminate the concept of “free rider” because customers will either contribute a load response (and realize the economic benefits) or not contribute (and pay higher bills).  

Impact Issue #3 – MW Impact Estimates for Event-Based Programs:
These distinctions are unnecessarily complex.  The measurement intervals should coincide with the terms of the rate and other incentives.

Impact Issue #4 – Other Influential Factors to be Estimated:

The time and other dimensions subject to evaluation should be driven by the value attributes of DR, which have not been presented and the terms of the rates and other incentives.

Impact Issue #5 -- MW Impact Estimates for Nonevent-Based DR Programs

Non-event price response is generally considered energy efficiency, not demand response.  This distinction needs to be established.  DR should be defined as event related.  If DR responses, like pre-cooling, are established by the customer as an everyday practice, it is now efficiency and not DR.

Impact Issue #9 – Role of Control Groups in DR Impact Estimation

Control groups may not be appropriate and may not be possible for operational programs.  Control groups are possible only with voluntary DR program offers, where customers self-select to participate.  Unless the customer becomes their own control, selecting a separate group raises expense, sampling and validity issues.  For tariff-driven DR, where all customers are defined as participants control groups are not possible. 

Impact Issue #10 – Developing Adjustments to the Event-Day Baseline

Baseline evaluation techniques will always be problematic.  Program and tariff design options should be examined to avoid using any baseline approach.  Again, tariffs that incorporate DR incentives into the basic rate eliminate the need for baselines and in many cases eliminate the need for cost-effectiveness analysis.

Impact Issue #13 – Use of End-Use Metering
The focus on end-use metering is appropriate for a pilot research project not an operational program or tariff.  

Impact Issue #15 – Addressing Free-Riders

Free-Riders are a definitional creation and a product of bad program or tariff design.  The free-rider issue came out of AC cycling programs and referred to customers that received participation payments but contributed no load.  This is a design issue in that the incentive is linked to participation and not contributed load. 

This conventional definition has two other problems.  First, it fails to consider all of the customers that might qualify for the program but who choose to not participate, even though they may share in both the price and reliability benefits created by the actual load contributors.  This larger group of customers should also be defined as a free-rider.  Second, the definition of free-rider is asymmetric.  Those customers that contribute actual load relief are being paid participation payments based on a program average expected load response.  Their disproportionate load contribution is actually being under-compensated.  If there is an equity concern with free-riders, there should also be a symmetric concern with the under compensated.

Finally, with tariff based options like default CPP, there are no free-riders.  

 Impact Issue – All remianing issues

Almost all of the remaining issues relate to baseline or statistical issues that derive from program design features.  These issues assume that DR options will continue to be defined as separate and distinct program offerings. They do address issues relevant to tariff-based approaches that treat DR like efficiency, as a condition of service for all customers.

� Sent via email by Bruce Kaneshiro of the CPUC’s Energy Division on April 12, 2006.





