
COMMENTS OF SAN DIEGO GAS & ELECTRIC COMPANY ON THE DRAFT DEMAND LOAD IMPACT PROTOCOLS 

San Diego Gas & Electric Company (SDG&E) provides these comments in response to the agency staff’s request to submit comments on the draft protocols by May 1, 2006.

PRELIMINARY COMMENTS:

To avoid confusion, SDG&E recommends that the Demand Response Protocols (Protocols) only address how to measure the impact of demand response (DR) programs in order to determine program effectiveness and guide resource planning. The protocols should not address customer payment issues between the utility and the individual customer.  SDG&E also recommends that, for the next round of comments, staff group the issues into categories.  It will be more productive and less time consuming if interested parties could comment on broad categories rather numerous individual issues.  

Impact Issue #1 – Retrospective versus Forecasted Load Impacts from DR Programs:

There is a need for both analyses: “retrospective” for Goals and “forecasted” for resource planning purposes.

Impact Issue #2 – Education and Marketing Programs:  Should impact estimation protocols be developed for education and marketing programs?  

Historically, these impacts have been difficult to differentiate and, therefore, should probably be included in the program impacts.  If the Energy Division and the California Energy Commission determine that it is necessary to measure the impacts of education and marketing programs separately, SDG&E recommends that the protocols follow the same guidelines as energy efficiency program protocols for measuring these types programs.

Impact Issue #3 – MW Impact Estimates for Event-Based Programs:  What MW impacts should be estimated for event-based programs

We believe the smaller the measurement interval the better.  Hourly would be the most reasonable.  MW impacts should be measured based on an average across the event as well as on the system peak reduction (hourly) whenever possible.  

Impact Issue #4 – Other Influential Factors to be Estimated:  What factors other than MW impacts should be included in the protocols?

All of the factors listed should be considered in the evaluation.  

Impact Issue #5 -- MW Impact Estimates for Nonevent-Based DR Programs:  As with event-based programs, there are a number of differently defined MW impacts that can be estimated.

Non-event-based DR measurement may require more reliance on control groups and participant pre-program (prior year) data.  MW impacts should be comparable with other DR programs.  Load shape changes are relevant for all DR programs; however, impact evaluators should consider the cost effectiveness of increased impact granularity (e.g., hourly impacts, vs. on-peak and off-peak impacts, vs. just coincident peak impacts).

Impact Issue #6 – Other Influential Factors Need to Be Estimated for Nonevent-Based DR Programs.

See response to Issue 5 above.

Impact Issue #7 – Estimating Loads for Settlements versus Estimating Load Reductions for Benefit-Cost Analyses and Resource Planning. Should these protocols address approximate estimates for customer settlements as part of the program or estimate actual delivered load impacts?

No.  Customer settlement issues should be handled through program design, not through evaluation protocols. 

Impact Issue #8 – Estimating Program-Wide Impacts versus Customer-Specific Impacts:  Is there a difference between methods used to accurately estimate customer-specific load impacts and program-wide load impacts?

Both are necessary.  System wide impacts are used for resource planning purposes.  Customer specific information is used to set goals and estimate program impacts. 

Impact Issue #9 – Role of Control Groups in DR Impact Estimation:  In estimating the load impacts of event-based DR programs, a control group comprised only of program participants is almost always sufficient, i.e., a non-participant control group is not needed for estimating event-day load impacts.

It depends. For programs where all customers do not have direct metering, it may be necessary to use a control group to adjust for free-riders or other behavioral activities that might skew the overall program impacts.  This could be the case particularly for residential and small commercial customer groups.  The decision of whether or not to use a control group should be made by the evaluators.  The protocols should address the criteria for selecting the control group size and selection.  Again, the protocols should be similar to those being developed for Energy Efficiency programs.

Impact Issue #10 – Developing Adjustments to the Event-Day Baseline:  Making adjustments for same day effects in the event-day baseline may introduce bias.

The need to develop adjustments depends upon how we ultimately estimate the baseline. Gaming is a settlement issue and, accordingly, the protocols should not address it.

Impact Issue #11 – Customers with Extreme Day-to-Day Load Variability may require Methods other than the Representative Day Approach:  There may be some customers for whom a representative day approach simply does not make sense.

Again, this is a settlement issue and the protocols should not address it.

Impact Issue #12 – Estimation Approaches for the Largest Program Contributors: For some programs, a few large customers may account for a large fraction of the total program impacts.

We see no need for additional protocols.  The requirement to measure individual contributors should be left to the evaluators.

Impact Issue #13 – Use of End-Use Metering:  For large customers with specific equipment whose use will be shifted during event periods, when does it make sense to end-use meter that specific set of equipment?  

End-use metering is unnecessary for measuring total program impacts.  It may be useful for settlement agreements but as stated above, settlement agreement issues do not belong in the protocols.

Impact Issue #14 – Dealing with Negative Estimated Customer Impacts: If the use of a representative day baseline along with the actual event-day loads produces a negative impact for a customer, should this negative impact be netted out from the overall program impacts?  

Yes, such a negative impact should be netted out.  Ignoring the negative impact would cause a biased result.  Because we are dealing with an estimated baseline, there will be both positive and negative errors.  Therefore, both negative and positive impacts should be taken into consideration thus, producing a less biased impact estimate. 

Impact Issue #15 – Addressing Free-Riders:  While free riders may be viewed as a transfer payment in some benefit-cost tests, real reductions in system costs only come from real reductions in MWs used during peak hours.  

Free riders must be netted out using the same protocols as those developed for energy efficiency programs.

Impact Issue #16 – Addressing Spillover:  How should spillover be addressed and counted, if at all?  

Just as free-rider effects are to be taken into consideration, spillover should be included and estimated at the program level.

Impact Issue #17 – Use of Post-Event Day Load Data in the Construction of Baselines:  The goal in developing a baseline is to use the most relevant data.  

This would be our recommended approach to estimating baseline. Post event days should be used to develop a baseline because including such days will improve impact estimates.  Post event days should not be used for settlements, however, but for program impacts and resource planning only.

Impact Issue #18 – Statistical Accuracy of MW Impact Estimates using Representative Day Baseline Approaches are not Directly Determinable:  

Statistical accuracy can and should be measured at the program level.  It is not an issue in settlement calculations.

Impact Issue #19 – Statistical Accuracy of Representative Day Baselines:  This is a slightly different issue than the statistical accuracy of estimated DR impacts addressed in issue #18.  There still is not any way of comparing the estimated baseline with the unobservable “true” baseline.

See response to Issue #18 above.

Impact Issue #20 – Using Representative Day Approaches for Mass-Market DR Programs:  Representative day approaches can be used for mass-market DR programs such as AC direct load control programs or temperature set-back programs with smart thermostats.  Depending on the equipment used, different types of information are available.  

This is a settlement issue and does not belong in the protocols.

Impact Issue #21 – Other Issues with Representative Day Approaches: This draft is meant to identify issues that should be addressed in a set of protocols for estimating load impacts from DR programs. Are there other issues that should be addressed?  

See response to Question 20 above.

Impact Issue #22 – Time Period used in the Regression Model:  Should all regression models use a full season of data or more?  

Yes.  Models should use all available data to make the best baseline estimate. This should include data from more than one season if necessary or possible.  Also, models should use data before and after the event.  Specifics will depend upon the program with the final decision made by the evaluator.

Impact Issue #23 – Event-Specific versus Average Event Impacts:  Are average impacts across all events in a season or specified time period adequate; or, is it important to capture event-specific impacts to understand how impacts can vary across event types?

Event specifics are important especially for estimating program impacts and resource planning.  

+

Impact Issue #24 – Use of Prior Estimates of Hourly Impacts in a Regression Model:  It has been well established that the use of prior information on the magnitude of impacts can provide a substantial increase in the precision with which impacts can be estimated.

Because the importance of this information could vary by program and could be costly, the collection of the  information should be an option for the evaluator, but not a requirement.  It can be included in the protocols but should not be mandatory in the evaluation.

Impact Issue #25 – Developing Program-Wide Confidence and Precision Levels from Customer-Specific Impact Estimates:  As was the case with the representative day approach, having a set of impact estimates with confidence intervals and precision levels for each customer may not directly produce a program-wide confidence interval and precision level.

This issue needs more study and consideration.  Independence across sampling distributions may or may not be a realistic assumption.  

Impact Issue #26 – Current Energy Efficiency Evaluation Protocols:  Are the California Energy Efficiency Evaluation Protocols sufficiently detailed with respect to the application of regression methods for the estimation of impacts of DR programs in terms of addressing common estimation issues?

Yes.

Impact Issue #27 – Ratio and Difference Estimation Procedures:  Is it likely that some DR programs for large customers will have initial estimates of event impacts as part of the tracking system?  

Because the importance of Ratio and Difference information could vary by program and could be costly, the collection of the information should be an option for the evaluator, but not a requirement.  It can be included in the protocols but should not be mandatory in the evaluation.

Impact Issue #28 – Estimation of Impacts Other than Customer Load Impacts:  Should these protocols address estimation of impacts other than customer load impacts or should issues associated with other impacts be addressed through the DR benefit-cost framework.

Possibly.  Estimation of the impact of customer costs might be useful because of the importance of and controversy surrounding these issues.

COST ISSUES

Cost Issue #1 – Non-participant Costs:  Is there a reason to believe that some DR programs will have costs among customers who are not participants in the program?  

This issue should be investigated to determine if such costs do exist and, if so, what are their impacts.  Regardless, these costs should not be handled in the impact protocols.

Cost Issue #2 – Estimating Incremental DR Program Participant Costs: Customers may need to take a number of actions related to participating in the DR program. These can include communications equipment, enabling technologies, and development of business processes to participate in and reduce load as part of the program.

These costs should be included in the protocols and cost effectiveness calculations.

Cost Issue #3 – Valuing Foregone Electric Service as a Participant Cost: Every time a customer reduces their electric use due to their participation in a DR program, there is an opportunity cost associated with this foregone service. How should this be estimated?  

This area requires more study.  The value should at least be the amount being paid for the foregone service (cost of electricity).

Cost Issue #4 – Separating out Joint Costs: Some costs that are associated with DR programs may also meet other utility and customer needs.  These costs might include advanced metering, energy management systems, customer service representative contacts with customers, and marketing.

Joint costs should be included as program benefits.
� Sent via email by Bruce Kaneshiro of the CPUC’s Energy Division on April 12, 2006.
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