Minutes of the Pacific Northwest Demand Response Project meeting 
April 27th 2010

Rich Sedano briefly went over the agenda and participants introduced themselves (list of participants attached).  
Ken Corum went over the treatment of demand response in the 6th Power Plan (PowerPoint at DR in 6th Plan).  He summarized the most important issues addressed in the plan:

1) the risk of carbon costs, whether as the result of a carbon tax or a cap and trade system
2) concern with capacity and flexibility resources, due to load growth and the need to integrate increasing amounts of electricity from renewable generators such as wind
3) new technology, including new conservation technologies, generation from renewable energy and technologies related to the “smart grid”

The key findings of the plan are that conservation is that conservation is the lowest cost, least risk resource, amounting to nearly 6000 average megawatts of expected energy over the 20-year plan, that we can expect increasing amounts of electricity generated by renewable resources that will increase the region’s need for flexiblilty resources.
With respect to demand response, the Council’s Regional Portfolio Model did not put demand response in the resource portfolios on its “efficient frontier.”  Portfolios that included demand response had costs and risks that place them quite close to the efficient frontier, but not on it.  The Council did not set acquisition targets for demand response in its action plan, but did call for several actions to improve our understanding of demand response, continue the work of PNDRP, and improve our ability to model demand response in portfolios with other resources. 

The group had several questions about the treatment of DR in the Sixth Power Plan:

1) Were transmission and distribution benefits included in the analysis of demand response?  No, those benefits are location-specific and the portfolio model models the region as a whole, so the analysis was not able to include them.

2) Were the costs of demand response programs increased to reflect peak reductions from conservation?  No, but this issue may be worth pursuing.  It’s not clear whether peak reductions from conservation reduce opportunities for DR, but it’s possible.
3) What kinds of demand response were in portfolios closest to the efficient frontier?  Demand response focused on space heating, in programs in the 11th to 20th year of the planning period.

4) Portfolios including DR seem to be closest to the efficient frontier in the lower risk range?  Yes, DR tends to be good at reducing risk.  

Portfolios on the efficient frontier all have a lot of conservation, which includes a significant reduction in peak load -- if this is accurate, it reduces the need for demand response programs.
The Action Plan for DR in the Sixth Power Plan (see Action Plan - DR:
1) Inventory of DR programs in the Northwest

2) Evaluate Demo DR program

3) Evaluate Ancillary services component on DR program (real-time minute to minute ) 

4) Monitoring DR programs across the country 

5) Complete the work of PNDROP

6) Incorporate DR in appliance standards.

7) NEET DR recommendations - “Increase regional collaboration on programs that increase SG, load management, voltage regulation”
8) Improve modeling of DR in the next Plan
PNDRP’s future agenda
Rich Sedano initiated the discussion.  Enough has changed that our focus may need to be adjusted.  One consideration is the extent to which FERC’s National Action Plan for DR will suggest topics for PNDRP; the final plan is expected in June.  There was some discussion of the likely components of the final plan, and a comment that FERC’s data for Pacific NW utilities are flawed.  

The group had an extended discussion that touched on several issues, cost recovery methods, cost effectiveness and lost revenues caused by DR programs.  Several participants commented on the issue of cost recovery for utility costs of DR programs.  This has been an issue for energy efficiency programs as well, and has generally been handled by utilities treating those program costs as current expenses, not capital expenses to be recovered over several years along with a return on investment.  The size of the potential combined expenses of both energy efficiency and demand response programs makes utilities uneasy about continuing their treatment as current expenses, but capitalizing the costs makes them regulatory assets that increase the utilities’ imputed debt.  

The discussion included consideration of lost revenues as well as program costs.  To the extent that DR reduces use when wholesale electricity prices are high, lost revenues may not be a big issue.  
Pete Pengilly said DR doesn’t pay based on avoided market prices, avoided capital cost of incremental generation is the big deal.  Idaho Power uses $63/kW-year for avoided capital cost, based on the capital costs of a simple cycle combustion turbine.  PacifiCorp uses avoided capital costs in the same ballpark, with some adjustments for any benefits to the distribution system or benefits of fast response.  PGE also bases the evaluation of demand response on the avoided cost of peaking generators.
The group also discussed the potential of demand response to help integrate renewable resources’ generation.  Ken Dragoon put the potential role of demand response into perspective, noting that other attractive actions are trading balancing services between balancing authorities on a sub-hourly basis, and liquid intra-hour trading markets.  The usefulness of DR in this application depends on the energy user’s ability not only to decrease use when it’s useful for the power system, but also to increase use when it’s appropriate; not all customers can do this.  Customers who can generally have some form of storage, either of electricity (e.g. plug-in hybrid electric vehicles) or the services energy provides (e.g. heated water, pumped water, frozen food, district heating).
The group talked about retail pricing structures.  Real time prices didn’t generate much enthusiasm -- there was comment that wholesale prices in the Pacific NW are not high enough to affect use patterns if they were translated into real time retail prices.  
There was interest in the affect of smart grid technologies and the effect they may have on the attractiveness and success of demand response programs.  Some in the group see smart grid technologies as enabling or facilitating demand response, not absolutely necessary but quite helpful.  Smart grid technologies could reduce the cost and improve the cost effectiveness of demand response.  
The group returned to the issue of cost effectiveness, or the business case for demand response.  Idaho Power, with needle peaks in summer loads, is looking at near-term acquisition of increasing amounts of peaking generation, so the avoided cost is clearly the full costs of a peaker, but Idaho Power’s situation is not typical of the Pacific NW.  Idaho Power is committed to time of use rates across its service area.

The region is aware of an increasing need for ancillary services, including balancing services.  To the extent that demand response can provide these services, whose costs are increasing, demand response becomes more cost effective.
Reports on utility activities

Avista
Avista has concluded a residential pilot of 100 homes, controlling water heaters, heat pumps, forced air heating systems and air conditioning.  Avista controlled loads in both summer and winter.  The cost of reductions was about $500 per kW, not cost effective unless increasing scale makes cost/kW lower.  Avista regards this pilot as a good relationship builder.
BPA 

BPA has completed a cooperative pilot with Seattle City Light and Lawrence Berkeley National Lab that exercised automatic reductions in commercial buildings in Seattle.  Lawrence Berkeley National Lab will be publishing the results soon.  BPA is conducting a pilot program with Kootenai Electric, controlling electric heating and water heating.  , BPA is also running another pilot program with Central Electric using water heater timers to reduce the peak load of a substation, with the goal of deferring the expansion of the substation.

BPA has also released a Funding Opportunity Announcement of $1.5 million for residential DR projects, expecting to announce winners in mid-May.  BPA has chosen a contractor for a commercial and industrial program over the next 6 months.  Finally, BPA has released a Request For Proposals to develop educational materials for utilities about DR.
Idaho Power

Idaho Power has had a residential AC cycling program in place for 7 years that has grown to 310 MW of peak reduction, expected to reach 315 MW next year.  Idaho Power’s Flex Peak Management reduces AC loads in the commercial sector, expecting reductions of 44 MW this year.  Idaho Power’s irrigation program is expected to achieve 270 MW of reduction this year.

Idaho Power is committed to offer time of use pricing and perhaps critical peak pricing for up to 5000 customers per year for up to three years.  Currently Idaho Power has a pilot with 50 customers on CPP.  The participants have been extremely responsive to called events, but they are self-selected and not typical residential customers.  Idaho Power also has 80 customers currently on TOU, with a 33% differential between off-peak and mid-peak prices and a 35% differential between mid-peak and on-peak prices.  They haven't observed much load shifting in this group.  Idaho Power is considering adding CPP to TOU.
PacifiCorp
PacifiCorp’s DR programs have been in the eastern part of their service territory (Utah and southern Idaho) in areas that are summer-peaking with large irrigation and AC loads.  Their CoolKeeper program can reduce peak loads by 113 MW now, expected to expand to 120-130 MW reduction by the end of this year.  PacifiCorp attempted to make CoolKeeper an opt-out program by law (customers would be automatically included in program unless they chose to withdraw) and managed to have the legislation passed by the legislature but it was vetoed by the governor.  
PacifiCorp’s irrigation load control program has been operating since 2001, and can reduce load by about 345 MW.  PacifiCorp also has interruptible contracts with large customers that can reduce loads by 240 MW.
PacifiCorp is now pursuing load control in commercial buildings, including some reductions in the western part of their service territory (Oregon and Washington) that is expected to reach 80 to 120 MW.  They’re planning to use a third party coordinator for this effort.

Puget Sound Energy

Puget has 2 pilot programs underway, one in the residential sector on Bainbridge Island.  The goal of this pilot is 700 homes, with controls on electric space and water heat; they have 520 homes enrolled so far.  In the first year of the pilot 2/3 of customers didn’t notice when Puget exercised control, and the customers who did notice didn’t experience discomfort.  Puget achieved a 500 kW reduction in load in their February 2010 event.  There have been some operational problems, such as resistance heaters in heat pumps coming on when they were not supposed to, and losing control setting when internet provider changes or gateway power supply is interrupted.  Control will be exercised in the summer as well, through the summer of 2011.
Puget’s commercial sector pilot uses EnerNOC to coordinate controls.  About 4.6 MW of potential reductions are signed up.  The incentive for participants is $20/MW per season.  Recruiting participants was slower than expected in part because Puget has low demand charges, and in part because many customers have no experience with load control.  Some customers, however, were encouraged to participate because they are part of a national chain that had experience with demand response in other parts of the U.S.  
Seattle City Light

Seattle City Light conducted the "Auto-DR" pilot mentioned above with BPA and Lawrence Berkeley National Lab (see Seattle City Light Auto-DR).  SCL has also proposed a pilot for joint funding by SCL and BPA testing hot water storage as a means of wind integration.  SCL is launching their AMI system next year.
Smart Grid Demonstration Project
Lee Hall from BPA and Don Hammerstrom from Battelle, Pacific Northwest Division, described the Pacific Northwest Smart Grid Demonstration Project.  (See Lee Hall and Don Hammerstrom)  This project involves Battelle, BPA, twelve PNW utilities five technology vendors.  It will demonstrate a variety of technologies and coordination strategies, including several approaches to demand response.  The project will take about 2 years for design completion and installation of equipment, and then collect data for 2 years.  
The next meeting of PNDRP will be on Thursday, July 15.
