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INTRODUCTION
The Office of Ratepayer Advocates (ORA) respectfully submits the following informal comments pursuant to the Questions for Informal Comment: Demand Response Pilot for Disadvantaged Communities, issued February 20, 2018.  The questions relate to the Assigned Commissioner’s Office Draft Straw Proposal for Pilots Targeting Demand Response to Benefit Disadvantaged Communities (Straw Proposal).  Funding for these pilots was adopted by the California Public Utilities Commission (Commission) in Decision (D.) 17-12-003.  
In the responses below, ORA makes the following recommendations: 
· The Proposal should include a Problem Statement to add clarity as to whether the pilots have achieved measurable objectives. 
· The pilots should focus on residential and a subset of small commercial customers.  
· Participating small commercial customers should demonstrate that they provide community benefits.
· The Proposal should include a Measurement and Verification (M&V) plan for evaluation of the pilots.
· The demand response customers participating in the pilots should be located within the geographic boundaries of disadvantaged communities (DACs).
· The pilots should aim to achieve the maximum benefits within DACs at the lowest cost to ratepayers rather than serve as a testing ground for new demand response technologies.
RESPONSES TO QUESTIONS
Regarding the draft straw proposal:
· Would you change the environmental and economic goals, the system and local objectives, or the definition of disadvantaged communities?   If so, please describe and explain.
ORA recommends that prior to outlining the goals and objectives, the proposal should include a clearly defined problem statement.  Including a problem statement will help focus the pilots on addressing the identified problems and will help the Commission evaluate whether the pilots ultimately succeed in achieving their goals.  An example of a useful problem statement could be: air quality is poor and incomes are low in Disadvantaged Communities compared to statewide averages.  For this problem statement, the outcomes to be evaluated could be all or a subset of the following: air quality improvements in the evaluated DACs, measurable emissions reductions, and the numbers of residential and small commercial customers receiving greater payments from demand response programs.
In addition, the proposal should link its goals and objectives to quantifiable outcomes.  Currently, the Straw Proposal states that demand response creates “benefits” such as reducing localized air pollutants and reducing cycling of natural gas power plants[footnoteRef:2] as well as economic benefits for customers.  It lists the objectives of “Growing Demand Response in Local Capacity Areas”[footnoteRef:3] and “Growing Demand Response to Reduce Dispatch or Cycling of Gas Power Plants.”[footnoteRef:4]  However, the Straw Proposal does not further outline what growth in demand response entails or how to measure successful growth.  The Objectives for the pilots should include quantifiable outcome metrics that will aid the Commission in determining whether the pilots succeed, such as the following: [2:  Straw Proposal, p. 5.]  [3:  Straw Proposal, p. 8.]  [4:  Straw Proposal, p. 11.] 

a) 	The number of residential and small commercial customers that enroll in demand response programs in DACs should increase by a significant[footnoteRef:5] amount;  [5:  The Commission can specify a percentage increase; e.g., 25 percent, or leave the determination of significant increases to the review of the pilots.] 

b) 	The number of kilowatts of demand response enrolled within DACs for either the annual period or May-October period should increase by a significant amount;
c) 	Fossil fuel plants located within DACs should cycle fewer times per year or produce significantly fewer megawatts of output per year; 
d) 	Criteria air pollutant levels within DACs should decrease by a significant amount. 
ORA also supports the Straw Proposal’s adoption of the definition of DACs approved in D.18-02-018 within the Integrated Resource Planning proceeding.[footnoteRef:6]   [6:  D.18-02-018, p. 66.] 

· What would you propose for pilots targeting disadvantaged communities? 
ORA supports the Straw Proposal’s requirement that Investor Owned Utilities (IOUs) limit enrollment in the pilots to residential customers and some small commercial customers.  In addition to imposing a customer size limitation, the Commission should require that small commercial customers demonstrate that they provide measurable community benefits as a condition of participation.  These firms could demonstrate they provide community benefits by certifying local ownership, documenting registration as a 501(c)(3) nonprofit organization, pledging a significant portion of revenues for community development programs, or having a local hiring policy with quantifiable results.  Without imposing this restriction on small commercial business participation, funding from the pilots could flow to businesses headquartered outside the DACs and result in fewer improvements to economic outcomes 
within DACs.
· What, if any, additional data is needed to inform the structure of the pilots?
Pilot proposals should include detailed plans for measurement and verification 
(M&V) to determine the efficacy of the pilots in meeting the stated objectives.  Demand response M&V protocols[footnoteRef:7] for demand response programs can be used as a guide, potentially with cross-references to relevant components of the energy efficiency protocols used in the Energy Savings Assistance and California Alternate Rates for Energy programs.[footnoteRef:8] [7:  Load Impact Protocols for Demand Response programs, cited within D.17-12-003.]  [8:  2013-2017 Energy Division and Program Administrator Energy Efficiency Evaluation, Measurement, and Verification Plan, issued December 31, 2016.] 

The Commission should not require that pilots meet a minimum cost-effectiveness threshold in order to be considered for funding.  However, the Commission should require that cost-effectiveness be measured and tracked within the pilots.  This tracking will provide transparency on the impacts of these pilots on ratepayers as a whole, which will be useful in determining potential permanent program options.
Regarding location:
· Which geographic area or community should these pilots target in each IOU service territory?
ORA also supports the Straw Proposal’s recommendation that pilots be geographically based in DACs, given the Commission’s intention to explore pilots that would direct greater economic benefits toward DACs.  The Straw Proposal’s recommendation to focus pilot efforts on DACs located in counties with high numbers of fossil fuel plants is a reasonable approach.  However, the Commission should direct the IOUs to conduct a similar analysis to find the subset of DACs that have high numbers of fossil fuel plants using the same geographic footprint as individual DACs (i.e., a census tract) and not at the county level.  Counties such as Kern County can constitute a large geographic area, and so emissions from fossil fuel plants located in one region of Kern County may have little or no effect on air quality in a DAC located in another part of Kern County.  Therefore, the subset of DACs for the pilots should only include those with higher numbers of fossil fuel plants within the DAC footprint in order to establish a more direct link between pilot interventions and emissions reductions.
Strategy to test for possible large scale implementation: 
· What strategy or strategies should the pilots test? (e.g. targeted marketing, special incentive structure, use of storage, new DR (increase use to avoid curtailment).)
The pilots should aim to achieve the maximum benefits (economic and environmental) for the targeted customers groups within DACs at the lowest cost to ratepayers.  Therefore, the Commission should narrow the pilot scope to existing and proven technologies rather than experimental demand response technologies.  The pilots should apply existing models for demand response to DACs to improve the possibility of realizing economic and environmental outcomes, rather than using funding on potentially higher-cost and higher-risk demand response models that may not prove to be viable and, therefore, deliver few or no benefits to DAC participants.  
To ensure that the local demand response in the pilots effectively offsets gas plants in the same Local Capacity Areas, the pilots should coordinate with efforts in the Resource Adequacy proceeding.  In particular, the California Independent System Operator (CAISO) has filed proposals that will modify the use of slow start demand response resources for local capacity.[footnoteRef:9]  The CAISO proposes to complete an evaluation of the potential contributions of these resources in late 2019.  This evaluation could inform how well demand response can directly reduce cycling and utilization of particular natural gas resources.  If CAISO’s evaluation occurs as scheduled, the Commission should incorporate the results into any permanent program design for demand response in DACs.  [9:  CAISO proposal in RA proceeding, submitted February 23, 2018.] 

· Which customers or customer classes should the pilot target? (e.g. residential customers, community organizations and small/medium businesses that serve the community, etc.)
Please see ORA’s response to Question 1, above.
CONCLUSION
ORA requests that the Commission adopt ORA’s recommendations as included herein.
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