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BEFORE THE
PENNSYLV,A.NIA PUBLIC UTILITY COMMISSION

Energy Efficiency and Conservation Program Docket No. M-2012-228941
Docket No. M-2008-2069887

JOINT DEMAND RESPONSE COMMENT'S

I.  INTRODUCTION AND BACKGROTJND

AK Steel; Cit izens Iror Pennsylvania's Future ("PennFuture"); Clean Air Council ,

Comverge, Inc.; Conservation Voters of PAEneTNOC, Inc. ("EnerfJOC"); E,nvironmeutal

De1'ens;e Fund: Group Against Srnog and Pollut ion ("GASI"'),  Johnson Controls. lnc. and

Irncrgl,Connect (col lectively, ". lohnson Controls"); Keystone Energy lr l f iciency All iance

("KtiEA"); Natr-rral Resourcers De{tnsc Cor.rncil ("NRDC"); PennEnvironme-nt. the Sierra

Club; Vir idity Energy. Inc. ("Vir idity"): Wal-Mart Stores l iast, LF and Sam's l last, Inc

(collcctively. "Wahnart"): Association fbr Demand Response and Smart Grid ("ADS");

and t 'hi ladelphia Pliysicians fbr Social I{esponsibi l i ty (hereinafter, ". loint DR

Commenters"). respectl ir l ly submit thcsc Joint Dcmand Response (lommenls in response

to the Clommission's 
'l'entative 

ln-rplementation Orderr in thc above-ref-ereuced dockets.

'l'hese 
comments represcnt a Ulf lfigd position of a diverse and large grollp o{'stakcholders

irrtcrested in t l ie continued implementation ol ' the Commonweahh's Act 129. Iror

instance. the .loint DR Con'rntenters include Walmart, a large commercial customer

hcavil;l invested in dernand side managernent and demand response technologies, as n'ell

as Comverge, one of the natiorr's largest providers of resident:ial Demand Response

("DR") products. Also amorLg the Joint DR Commenters are: the Sierra Club. Clean Air

'  See Energ, Effic' ienc1, and Consen'ution ProS1rarr, Docket Nos. M-2012-228941I and M-2008-2069887.
'[ 'entative 

Implementation Order (arJopted May 10,2012)(hereinafter"TO.")



Cor"rncil. GASP, NRDC. PennEnvironment. and PennF-uture; all are advocacy groups

focuse<l on preserving the enl,ironment and the economy. Johnson Controls is an energy

efficiency and demand response provider that is also a large indlustrial manufacturing

ratepay'er. EnerNOC, the largest DR provider in the world. is a provider of intelligent

energy management applicalions lbr the smart grid, focused on providing DR options to

commercial, institutional and industrial customers is also a signatory. AK Steel is a large

industrial energy user in the Commonwealth. Vir idity, whose proprietary VPowerrM

platfbrrm enables curstomers to participate fully in the wholesale markets fbr energy,

ancil lany services. and capacity. is also includecl among t l ie Joint l)R commenters. With

this many, diverse part ies joining to lbrm a unif ied rcsponse to thc Comuission's

tentative conclusions on DR and Act 129's provisions lbrpeak load reductions. the Joint

DR Comrnenters are hopelir l  that some premature Commission conclusions may be

revisited.

DR providcs a means to cll'cctuate pcak load reduction. The Federal Energl'

Regula.tory Commission ("I iERC") dcl ines DR as:

a reduction in the consumption of electr ic energy by
customers frorrr their cxpected consumption in response to
an increase in the price of electr ic cnergy or to incentive
payments designed to induce lower consumption ol electric
cncrg) .-

As thir; definition suggests. tl're benefits of DR go well beyond reducing peak load, and

address other priorities of the Commission. As F'ERC has stated:

Dcmand response can provide competitive pressure to
reduce r.r,holesale power prices; increases awareness of
energ)' Llsage; provides for more efficient operation o1-
markets; rnitigates market power; enhances reliability; and
in combinatiori with ceftain new technologies, can support

'  r8 c.r ' .R. S 35.28(b)(4) (2ooe).



the use o1' rener.l'able energy - resources, distributed
generation, ancl advanced metering.'

Energy efficiency and DR are both valuable in reducing electricity costs to customers and

in ensuring reliability. However. cnergy elficiency and DR cannot substitute for one

anothen: each contributes substantially to the Commonwealth's energy and environmental

priorities. in diff-crent but complementary ways. Energy efficiency measures help to

reduce total annual consumption of electricity, but the y cannot be counted upon to rcduce

pcak demand. l'his is because r.reither the electric distribution company ("EDC" or

uti l i ty). nor thc Independent Sy'slent Operator ("ISO"), PJM Interconnection, LI-C

1"p.lM' '),  nor the end-use customcr can choose the t ime when an energy eff lciency

nteasure will rcduce consumption. In contrast. DR can be dispatched by an I'.DC or by

PJM at the specif ic t intcs i t  is needed to reduce pcak demand. ease wholesale power

prices. mit igate market power. and enhancc rel iabi l i ty.

DR programs arc also distingr"rishable fiom energy clfjcier.rc:y mcasLlres in that thc

prograt'lts are dynamic, repeatablc, and reactive, as cornpared to a typical cltergy

cllicierrc.v program olfering a rebate to encourage a customer to undertake, for examplc, a

lighting retrollt. In other words, energy efliciency programs deliver permancnt energY

consurnption redr-rctions, while Dl{ programs annually allow load reductions in the

random hours of top systern stress. A principle benellt of DR is the mitigating ell'ect

these programs have on ener:gy prices, such as when wholesale ,energy prices escalate

during hot weather periods. Additionally. DR load curtailment results in lower capacitl'

charges in future years. Moreover, demand response programs reach a subset of

customers that may not qualif' for any of the other Act 129 EE&C programs. Despite

TFERC: L l /holesaleCompet i t ion inRegionswi thOrganizedElectr icMarkets,  l2 :5FERCtT 61,07 l ,October
17.  200i3 at  t l  16.



these differences from energ), efficiency programs, DR programs rjo cause consumption

(that ir; energy) reductions flrr program parlicipants. As discussed more fully below,

Pennsy'lvania law through Act 129 recognizes the important differences between energy

efficiency and demand response by including separate provisions providing both energy

consumption and peak demand recluctionr.t Additionatly. this Cornrnission as recently as

this week has publicly cmphasized the importance of peak load redriction by launcliing its

"suntnler heat wave awareness campaign," reminding consumers to conserve energy

during clays with scvere heat and humidity.s

With this background. tlie Joint DR Commenters position can be sumntarized as

fbl lowrs. Act 129 does not prohibit this Commission from corrrt inuing peak demand

rcductior-r progranls absent a cost-bencfit  analysis. Shoulcl the Commission f inal ly

resolve that extendecl or new DR programs may not be considerecl until the cost-benef-rt

study is evaluated. i t  should. at rninimum, direct the EDCs to set aside lunding 1o

implenrrent continued pcak load reduction. Finally, i f  new DR programs arc not approved

lbr Phirsc II, 1r-rnds othcrwise earmarked fbr DR programs shor-rld be used fbr thc Act 129

encrgy efficiency programs and should be allocated to tlie Act 129 EE&C programs with

the greatcst savings potential, basecl upon Act 129 program activity to date. lrrespective

of whcther the Cornnrission sets peak load reduction targets now, it should direct IIDCs

to cor-rtinue to Llse existing curtailment capacity created under Phase I DR programs

through the useful life of program investment. l'his will prevent the harmful inrpact to

r  See 66 Pa.  C.S.  S 2306.  l (c)&(d) .
5 See PIJC Summer Heat Wuive Fa'::t Sheel. available at:
http://www.puc.state.pa.us/General,/co4rqlrer_edipdflHeat_Wave-Flyer05.pdf; PUC Reminds Constrmers
to Conserve Energy While Stdying r! 'ool (last visited June22,20 12) available at:
http://www. fbx43 .com/news/tvprnt.-puc-rerninds-consumers-to-conserve-energy-wh ile-staying-
coo1.0.20261 l9.story (last visited Jme 22, 2012).



customers and ratepayers that will occur should the Act 129 DR programs go dark after

slrnlme)r 2012. Finally, the .loint DI{ Commenters suggest the following modifications to

the manner in which the,Act 129 DR programs are to be implemented: l) the

Commission should utilize its authority to amend the "top 100 hours" methodology (in

the manner described herein) to reduce forecast risk to the EDCs in this proceedir-rg rather

than to wait for fbedback frorn the State Wide Evaluator ("SWE"); and 2) the peak load

target lgoals should be set to be rnet each year rather than one tinre for each multi-year

Act 129 phase.

'I'he 
Joint DR Cornmc:nters' positior-r as ontlined here is consistent witli the plain

language and legislators' intent in adopting AcI 129. 
'l 'he proposal to extend cxisting

prograrls by one year rvould allow the Commission to obtain the results fionr tl-re State

Wide [rvaluator's cost efl-cctivcness rcport belore committing long-term, while still

nraintaining the momentum requirecl fbr successful and robust Act t29 I)R prograrns.

I I .  JOINT DR COMMF]NTS

In the Tentative Imprlementation Order. the Commission made the fol lorving

conclusions regarding the Peak Demand provisions of Act 129, 66 Pa. C.S. $

2806 .1 (DX2) :

. Because the Commission will not receive infonnation on the cost-
effectiveness o1'demand response programs until the end of 2012, it does
not believe that it rvill have the information to determine whether it is
required to impose further peak demand reduction l.argets . . as such the
Commission proposes not to set any peak demand reduction targets for the
proposed Phase II IlIl&C prograrn period... The Comrnission believes Act
129 is clcar in its direction that the Commission must determine the cost-
effectiveness of demand response programs befbre proposing additional
peak denrand leduction targets."

o To at  p.  16.



. 'fhe 
Commission does not believe it has the authority, under 66 Pa. C.S.

$2806.1(dX2), to propose any demand response program targets r.rntil a
determination of cost-effectiveness has been completed,..The
Commission does not think it is wise to simply extend cuffent curtailment
programs without associated targets. /

o 'fhe 
Commission expects the SWE to determine whether the current

demand response program design utilizing the top 100 hours is the most
optimal nrethodology or if tliere is a more appropnate and cost-ef-fective
peak demand reduction model fbr the AcI129 EE&U program.o

The Joint DR Comments provided here respond to each of the three above conclusions

ll"on-r the Commission Ordcr.

A. Act 129 Docs Not Prohibit the Commission from Imposing Peak Demand
Reduction Targets Abscnt a Cost-Effcctiveness Report.

Altlior"rgh the Comnlission tentatively concludes that Act 129 requires thc

Commission to "dclermine the cost-el ctiveness of dernand response programs befbre

proposing additional peak dernand reduction targets."" thc Joint DR Contmenters take

issue ivith this interltrctation of the statute. Section (d) o1- Act 129, which pertains to

clemand reduction. states. "11'the commission dctermines that the benefits of the planslt)

exceed the costs, the commission shall set additional incremental requirements fbr

reductiorr in pcak du'ntaltd... ." l l  Thc plain language of the statute only describes the

Comnrission's duty to implernent peak demand reduction if it can be shown that bcnefits

of the init ial plan exceed costs.

Wliat Section 2806.1(dX2) does nol describe is the Comrnission's duties or

restrictions in the absence ol'such a showing. Nothing in the statute prohibits or iti any

'  I d  a tp .  l l .
"  Id  at  p.  l l -18.

"  Id  at  p.  16.
' '  Contrary to the Commission 's  conclus ions in  the TO, th is  sect ion of  Act  129 refers to overal l  demand
reductic,n plans, not just demand reriponse.

"  66  Pa .  c . s .  S  2806 .1 (dX2) .



way hinders the Commission fiom imposing peak demand reduction requirements before

a cost-r:ffectiveness analysis is complete. Thus, the Joint DR Comntenters assert that the

relevant statute clearly pennits the Commission to take affirmative action on DR

programs when it issues its Final Order in this proceeding. Given that the Act does

require certain reductions to be rnade by the year 2017, it would be a gral'e error to

discontinue the peak demand reduction requirenients fbr a three-year period leadir-rg up to

the 2017 deadline and inconsistent rvith legislat ive intent.

' fhe presence of 2017 targets in Section (d) indicates a presumption that Demand

Reduclior-r programs wil l  continue through 2017.lndeed, the legislat ive history shows

that the General Assembly passed Act 129 to ensure "rel iable .. .  elcctr ic service" and

"reduce [ ]  the possibi l i ty o1'electr ic price instabil i ty."r2 l 'hese are the hallntarks of a

robust peak dernand reduction program, and thus the legislature clearly intended this

progranl to continue. Moreover. thcre is no language in Act 129 thal suggests thc

Penns),lvania legislature contemplated anything other than a continuous dcmand

reduction progrant. A three-1,gar period during which the suite ol' dcmand reductiott

progrants-specifically mandated by Act 129-go dark would be inconsistent with

legislative intent. It is hard to imagine that the legislature would rset reduction goals for

2017 and simultaneouslv make it irnpossible fbr the Commission to take action tor,vards

thosc 11oals.

Moreover, the statutr- clearly sets forth two separate priorities: consumption

reduct:ion and peak load recluction.lr Energl, ef1iciency programs deliver permanent

energ)' consumption reductions. u'hile DR programs allow for the reduction of peak

r r  Act  129 General  Assembly Declarat ion,2008 Pa.  Laws 129,  l92nd General  Assembly (2007-2008).
t )  See 66 Pa.  C.S.  $ 2806.  I  (c  )&(d) .



demand in the random hours o1'top system stress. Construing the statute to discontinue

fbr a period of time the expressly provided means to achieve the legislative peak load

reduction mandate appears inconsistent with the canons of statutory construction.

'flrus, 
the more reasonable interpretation of Section (d) is lhat it 1l) compel,v the

Commission to take action when DR programs are found to be cost effective in a study,

and (2) perntits and presupposes that the Commission will continue DR programs in

some fbrni in the absence ol. such a study to prevent undoing the progress the

Clomrnission has made towarcls the 2017 targets.

B. The Commission Can and Should Continue the Act 129 DR Programs in Any
Phase II and, in thc Alternative, Should Extend Exist ing DII Programs by
One Year

Given that the reading; o1'Act 129 which is most closcly al igned with t l ie spir i t  of

the larv cal ls lbr the continuation ol '  DR programs across the DDCs, the Joint DR

C-'ommenters urge the Comnrission to extend these measurcs in Phase II in accordance

nith its statutory authority. l'he majorily of interested parties commenting in this case

have argued in support of continuing DR programs without interruption.r+ Should the

Comniission not wish to change its tcntative conclusiort on this issue, it should exter-rd the

existing programs ftrr a period of one year. 'fhis is because, as set fbrlh below. the

Commission possesses the authority to extend Act 129 DR progralns and there are many

policy and practical reasons doing so. The Commission can either: 1) set new peak load

' ' ' fhe fo l lowing comments in  response to the March 1,2012 Act  129 Energy Ef f ic iency and Conservat ion
Secretarial Lctter ("secretarial Letter") state that the Act 129 DR Progrants should continue into Phase II:

C i t yo f  Ph i l ade lph iaComrnen tsa tp .  l ;ComvergeCornmen tsa tpp .4 -7 ;Ene rNOC,  l nc .Co rnmen tsa tp .T ;

Johsnson Controls and EnergyConnect Comments at p. 3; KEEA Comments at p. 7; OPor.ver Comnlents at
p. 7; OrJA Comments at 7; PACE Comrnents at p. 2; PennFuture Comments ert p. 4: Sustainable Energy

Fund Clomrnents at  p.  9;  Sierra Club Comnents (a lso on behal f  o f  Clean Air  Counci l ,  SMOG,
PennEnvironment  and NRDC) at  p.4;  Vi r id i ty  Comments at  p.3;  Walmart  Comments at  pp.2-3;  and
Pennsylvania Weather Task lrorce Comments at p. l. Moreover, as noted in the TO at p. 17, many parties

responding to Secretarial Letter stated that the DR programs should continue on an interim basis.



reduction targets now or 2) extend the existing programs by one year to allow for the time

required to develop alternative cost-effective programs. Either of these options would

help to avoid the cost to customers and the Commonwealth of allowing the motnentum in

the startutorily mandated programs to be lost. Further, allowing already established Act

129 Dli. programs to go dark would extinguish existing curtailment capacity and would

have particularly costly cornsequences for customers. For the reasons discurssed

in-rmediately below, the Comrnission should r-rtilize its statutory authority to continue thc

deploynrent of DR programs on a permanent or interim basis.

Irirst, intcrrupting already-cleployed Commission-mandated DR programs will

undernrine already-established parlicipation and strand most of the deployment costs.

DR prrogrants require thc installation of metering and communications and direct load

control customer cqtripn'rent. But "stranded" DR costs are not limited to capital costs.

DR programs are complex programs and require substantial marketing and customer

cducation costs. Any disrulltion in program continuity would cause these substantial

n.rarkel.ing and education costs to be re-incurred. Should the Act 129 DR curtailment

capacirty go dark for even one year. all of the load reduction achieved in plan year

201212:.013 wil l  be losl ir-r the subsequent ye ars, despite the capital equipment and

customer education that has been deployed to manage load on a long-term basis.

Moreover, therc rvill be even more f-ar-reaching economic collsequences, irt ternrs

of higher electricity prices bccause, among other things, the capacity obligation avoided

for ther next year will return lbr all fr-rture years. In addition, the cessation of program

deployment will result in the loss of jobs associated with the managemenl of the DR

programs; further loss r,r,ith respect to the need to rehire and re-institute programs in time



for the Commission to superv'ise the achievement of the 2017 peak load reduction goals;

and the waste of program momentum that has been established among customers.

Funding for Act 129 is alreacly built into customer rates. As a result the program could

be extendcd or continued at no incremental cost to customers. A Commission decision

now to continue the Act l:29 DR programs would circumvent the harsh economic

consequences that would result from stranding existing DR curtailment capacity.

A lull in Act 129 DR programs will make furlher market penetration substantially

more clifficuh. Success for .DIt progranrs is created by motivating customer behavior.

rvhich changes over tinre through marketing reinfbrcement efforts. Given conclusiot'ts

contained in the'fO. customers parl icipating in t l ie Act 129 DR programs wil l  encounter

a very disruptive environntent because these customers were recruited to participate

based on a promise of compensation that would cease to exist. Disappointing customers

in this manner will liave a delrinrcntal efI'ect on thc ability to re-recruit future DR

program custonter participants.

Suspending the use o1'exist ing DR curtai lment capacity fbr even a year's t ime

rvill artillcially slant the required cost-benefit analysis against DR programs. Thc very

nature of these progrants is that customers and curtailment service providers ("CSPs')

earn back their upfiont costr; through cnergy and capacity cost savings in succeeding

years. In short. the longer DR programs operate, the more the benefits exceed the costs.

Thus, iinterim cessation of the Act 129 programs runs counter to the legislature's intention

to evaluate cost-effectiveness as part of making a determination about expanding tlie

Act's peak load reduction goetls.

l 0



'fhe 
Joint DR Commenters feel the necessity of responding to the assertion that

the Act 129 DR programs can be permitted to go dark because market-based programs

will fill-in for EDC Act 129 progratr-tr.'' As is demonstrated below, the PJM programs

cannot be a meaningful stand-in for the Act 129 DR programs. This misperception must

be corrected in order fbr this Comrnission to issue a Final Order tliat properly executes

Act 129's peak load reductionL mandate.

Irirst. Act 129 rcqr.rires participation by all customer classes - residential and

small commercial customers must be considered. The PJM programs do not adequately

support small customcr partic:ipation in DR. More lundamenlally, the PJM programs are

designr:d to achieve goals thal are in no way related to the goals mandated by Act 129.

'l'he 
Act 129 DI{ progfams help to overcomc the obstacles to market progrant

participation fbr residerrtial and small cornmercial customers tl-rat cxist in the PJM

prograrms. For a varicty of reasons. a dircct load control ("|)LC") program that featurcs

autontatic dispatch. such as a residential air condit ioning "saver" switch progrant. is

almost without exception the only reasonable option fbr snial ler cl lstonters.r6 
-fhe

econornics to individual program participants prevent cufiailnent scrvice providers

("CSPs") liom seeking to aggregate custonrcrs in this group abscnt incentives like thosc

provided for in AcI129. Thc limited potential curtailment 1i'om any one small custonter

does not normally justily the costs of marketing, sales, contracting. program management

and settlement. l'he reason these programs continue to grow around the country is

r ' t .See f  ndustr ia l  Custorner  Groups ( lomments,  at  p.  3;  Duquesne Conrments atpp,6-7;  PECO Comntents at
p . 7 .
'o While its true that direct load ccrntrol is the only viable means for small customer participation in most
ntarkets today, enabling technologies are developing today alongside the Srnarl Grid concept, such as smarl
appliances, that could increase the options for small customer parlicipation in demand reduction activit ies.

l t



because of the significant soc,ial benefit to all customers on the system. In other words,

the berrefit to an individual residential customer may not warrant the investment in direct

load control equipment on an indir,idual home. however, the societal benefit across the

utility rrr state significantly outweiglis the cost of the equipment deployed across an entire

program. These utility-sponsored DLC programs enable the aggregation o1'sufficient DR

capaci11, from many snraller custorners that would otherwise not parlicipate in DR, to

gcnerate the impacts mandated under Act 129. Clearly. Act 129 has allowed and even

encouraged small custolrer participation in DR.

'fhe 
PJM market-bas;ed programs may support parlicipation by some largc

clrstorrers. however, the program goals are matcrially difl-erent liom those rnandated by

AcL 129.

In general, Act 129 DI{ programs provide fbr curtailments that are planned fbr

ahead ol'tin.re with the intent ol' bcnef-iting cach utility's custonrers and are designed

tow,ards meeting the statutorlr goal o1- reducing peak demand by a minimum of 4.5oh ol'

annual system peak demand in thc 100 hours of highest demand. 
' f l ie 

Act 129 DR

progranls are part 01'a conccrted effbrl to give all Pennsylvanians access to lower cost

power. These pcak load reductions benefit all electric customers in the Commonwealth

through lower energy and capacitl' costs, not just those that participate in tlie specific

programs.

In contrast. PJM's dernand response program suite provides oppotlut-tities fbr end-

use custonlers to realize value fbr redr.rcing their demand for electricity to stabilize the

grid cluring system emergencies or in accordance with the individual custonter's

economic preferences. PJM's Emergency DR program exists only to protect system

12



reliability. DR is dispatche,C under this program only when PJM declares a system

emergency - which ma) or may not coincide with times when load is at its peak. This

means that customers are only dispatched a handful of times each 1,ear, or sometimes not

at all. 
'l 'he 

dispatcl'r could occur in Illinois, New Jersey or any other PJM region. The

dispatch may or may not irnpact Pennsylvania rate payers in the least bit; there is no

guarantec that P.lM's dispatch of DI{ will reduce weather-normalized demand as required

under l lection 2806.1(dX1). 
' fhus, 

even if  customer parl icipation in the PJM Emergency

DR program counted towards; the Act 129 statutory goals, the PJN{ Emergency program

providr:s negligible assistance towards rnceting Ac1 129's goals.

'fhe 
PJM llconornic [.oad Response program ("PJM EI,RP"), a completely

voluntary program in which c:urtailments are ol't'ered by CSPs in response to high encrgy

prices, is no substitr"rtc fbr Act 129's peak load reduction requirement. Customers

parlicipating in thc PJM ELRI' choosc tlie tirning of their load cufiailmeuts. based Lrpon

the wholcsale price o1- energy in its particular zone and the customer's particular

priorities. constraints, and flexibility. As a result, the Cotnmission cannot deper-rd upon

the I'}Jll ELRP to satisly targets for peak load reduction.

More significantly, P.lN4 rules automatically "reconstitute" customer loads when

PJM E,I.RP events firll on one of 1he ljve highest load days that PJM used to determine

customers'capacity obligations such that the loads appear as i f  the PJM ELRP reductions

never took place. 
'fhus, 

the PJM ELRP is specifically not a peak load reduction

mechanism and will never recluce the capacity costs for Pennsylvanians in future years.

The same is true of PJM's Price Responsive Demand program ("PJM PRD"). A

customer can participate in llJM PRD only if (1) its PiM PRD Provider can remotely

l 3



curtail the customer's load rvithout the need for action by the customet, and (2) the

customer has a retail rate strncture (or equivalent contractual affangement) that changes

the customer's retail ratc at least hourly based on changes in real-time locational marginal

price ("LMP"). 
-fhe parlicipating customer not only receives no PJM energy market

paymernt for curlailing load, trut the customer is also rendered ineligible to participate in

the enerrgy market at all. Notr.l,ithstanding the Commission's "longstanding and strong"

support of the PJM PRD.l i  these aspects of the program make it  unl ikely that the number

ol 'Pennsylvania customers choosirrg to part icipate in thc PJM PRD wil l  be sulf icient to

serve t lhe Commissior-r 's prionit ies.

Simply put. PJM's DR progralls arc designed to mcet F'ERC requiremeuts and

P.lM's needs; they are not de:;igned to achieve the Act 129 peak load reduction goals or

tltc energy related objectivcs of any of the states in the PJM tbotprint. fhe legislators did

not intend lbr the largcr programs of ISOs to bcar responsibility fbr delivering legally

ntandated reductions to tlie Clommonwealth. For these reasons, any reliance on the PJM

progranrs as jr"rstification of a planned black-out of the statutorily mandated Act 129

programs is misplaced.

C. At Minimum, thc Commission Should Set-Aside Funds for Cost-Effcctive DR

Joint DR Commenters strongly encourage the Commission to reconsider its

findings in the TO on tlre near-term continuation of the DR progrants cumently in place to

meet,Act 129's peak load reduction provisions but subrnits as fol lows should t l-re

Commission stay its tentative course. f'he Commission's Secretarial Letter suggested. as

an alternative to continuing DIt programs. that EDCs be required "to set aside a porlion

' t  Let te, :  f rom Commission to Ed l fa turn.  Chair .  PJM Mernbers Commit tee,  November 17.2010 avai lable
(http://www.pjm.conr/abogt-p ut-pj m/who-we-are/pub|ic-

d isc losures/pa-publ ic-ut i l i ty-cornmiss ion- let ter- regarding-prd.ashx)  ( last  v is i ted . lune24,2012).
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of their next round EE&C Plan budgets to fund demand response programs in the event

the Comrnission determines that there can be cost-effective DR programs for the next

round of plans."lS T'he Joint DR Commenters endorse this approach only as a

signifir:antly less preferable alternative to continuing existing programs. Under this

election. the progrants would be put on hold until the Commission directs that they

restart, presumably alter the SWE's cost-eff-ectiveness analysis. This approach, reflected

in the Commission's Secretarial [,etter, is conservative in demanding proof that a

program is cost-ef fective but is responsive in pennitting programs to restart once that

threshold has been crossed, instead of waiting three full years to re-start the programs.

'l'o put this into cf-fect. the Joint DR Corlrnentcrs specilically proposc that EDCs be

dirccted to rescrve that portion of their IIE&C program budgcls that has gone to DR

progranls undcr Phase I. Should the cost-cfl-ectiveness criteria not be later mct. the DR

earniarkcd lr-urds should be used 1br the AcI 129 energy efficiencl' programs and should

be allcrcated to the Ac1 129 F.F.&C programs with the greatest savings potential. based

ruporr ltct 129 program activity to date.

D. Init ial Comments to the Secretarial Lctter Provide Suff icient Evidence that
the Act 129 DIt Programs are Likely to Be Determined by the SWE to be
Cost-Effcctive

The Joint DR Commenters havc ursed the Comn-rission to continue the Act 129

DR prograrns. Various indir,idual Joint DR Commenters have introduced evidencc into

tlre record of the likelihoorJ that the AcI 129 DR Programs rvould pass the cost-

effectiveness test described irr the statute, indicating that it is likely that the Commission

r8 See Secretarial Letter at p. 4.
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will be mandated by statute to determine additional target peak demand reduction goals.le

The Commission has alreadl/ determined, by virtue of its approl'al of the EDCs' peak

load ri:duction plans. that the existing plans are cost effective and therefore will be fbund

to be cost effective, provided the participants perform as expected.

E. The Final Order Should l tevise the Top 100 Hours Methodology Employed
to Calculate Peak Demand Goal Compliance

l'he DI{ program design parameter that appears to be causing the most strain

across the Commonrvealth is the Act 129 statuton'nrovision that stales that the "demand

o1' the rctail cr,rstomers o1- cach electric distribution company shall be reduccd by a

rrinirnurn of 4.5o/o of arrnual syslcm peak demand in tl"re 100 hours of highest demand."

The rnost signilicant problenr with this provision is that it lbrces the EDCs and/or CSPs

to proiect whal the 100 lior.rrs of liighcst demand u,ill be. Clearly. thc only way to meet

that constraint is to cal l  c,Lrrtai lnients in excess of 100 hor-rrs. 
' l 'he 

Statute clearly

autl iorizcs thc Comnrission to rnodily this requirement going fbrward, as i t  requires the

Cornmission to "set additional incremental recluirements fbr reduction in peak demand

fbr th,: 100 hours of greatest demand or an alternative reduction approved by the

Commission." 
' l 'he 

. loint DR Con-rmenters are united in urqins the Comrnission to

cxercise this I'lexibility and instead use an alternative -.,n"Olt,r"ry that preserves the

intent and beneflts of the pri,cr criteria br-rt relievcs the EDCs of the risk associated with

inaccurately tbrecasting the top 100 load hours.

'l'he 
Joint DIt C'ommenters are in agreement that a methodology that calls fbr

curtailments u4ren consumption in an EDC territory is forecasted to reach a ceflain

percentage of its forecasted peak demand for a day is an appropriate alternative to the 100

' '  Joint DR Cornmenters notes that some of signatories herein may also be supplementing these comments
with separate fi l ings addressing thir; issue.
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hour rnethodology. For example, if PJM had forecasted a summer system peak for an

EDC at 1,000 MW, then the EDC would issue curtailments when the day-ahead forecast

reached a certain percentage (forthe sake of illustration.90%). EDCs would then curtail

in thos;e hours when demand is fbrecast to exceed 900 MW.

Mult iple individual rnembers o1'the . loint DR Commenters" in init ial f i l ings.

directcd t l ie Commission's attention to a Con Edison's Commercial System Relief

Program ("CSRP") as an example. 
'fhe 

CSRP was approved as an on-going program and

is opcn in Ncw York City I ) to part icipants who can curtai l  load, or bring on certain on-

site generation to reduce their demand. by a minimum of 50 kW individually, or 2) CSPs

who aggregate greater than 100 kW o1'dcmand reductior.r. Participants and CSPs must be

able to make these curtai lmcnts with a minimum of 2l hours notice befbre a plannccl

event. Under the CSRI'}. a planncd event is defined as a day-ahead fbrecasted load levcl

that is at least 96 percenl ol'the Conrpany's fbrecasted sllmrner system peak.z0

In sumrnary, this discr-rssion highlights that the use of an objcctive tr igger that

ar, 'oids the need to forecast 1hc top 100 hours can be entirely consistent with a viable peak

load rccl"rclion program. such as what was visualized under Act 129. By adopting a peak

hour reduction goal method,rlogy similar to rvhat Con Edison has developed in Ncw

York. the Commission could easily address concerns raised by IJDCs related to the

continuation of the peak load reduclion aspects of Act 129.

'" [.Jndr:r the CSRP, the fbllolvin-e incentives are offered when the lbllowing conditions are nret.
Participants receive monthll, reservation paylnents to participate in the program. The summer period tbr
CSRP typically runs frorn May I through October 31. Program parlicipants are notif ied at least 2l hours
before the peak load shaving event is scheduled to begin, and are expected to reduce load based upon thcir
pledged anroul.lt of dernand leductiron. 

'f l ie 
call window is five hours and is dependent upon rvhether the

network. is daytirne or nighttinte peaking. The daytime peaking networks are called from l2pm-5pm and
the nighttime peaking networks aLre called lrorn 5pm-l0pm. In addition to the reservation payrnent,
participants receive an energy payrnent that is equal to $0.50 per kW reduced during each event hour. See
EnerNC)C Comments at o. 19.
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F. The Final Order Should Direct that Sett ing Future Peak Load Reduction
Goals on an Annual Basis is More Consistent with the Nature of Demand
Response Programs

The Joint Demand Response Commenters collectively emphasize their supporl for

the suggestion in previoLrsly filed comments to set future peak load reduction goals on an

annual. rather than phase-period, basis.2l Currently interested DR stakeholders are

contending in this very procceding with the practical problem that cost/beneflt data is not

yet avrailable even thor.rgh sr.rch data is perceived to be "required" for the Commission to

make policy determinations regarding Act 129 DR programs in the near-term. A

lbrward-looking approach to begin to ameliorate this predicament is to set luture peak

load reduction goals to be met on an annual basis. rather than setting one goal fbr each

phase which is the historic practice. Such an approach would begin to accommodatc the

lag needed to have the ncccsrsary evaluation ol'program perlbrrnance ready fbr the next

phase. Moreover. annual goals can be set out in smaller increments thus giving uti l i t ies

time to modify programs mid-stream, if one or another program element is found to be

inef-fective. Finally. annual goals facilitate smoother planning and program developrnent

by uti l i t ies.

I I I .  CONCLUSION

The Joint DR Clomrnenters again thank the Commission fbr this opportunitv to

respond to the Commission's Tentative Order. In sum. Act 129 does not prohibit the

ComrLission from continuing peak demand reduction programs absent a cost-benefit

analysis. Should the Cornrnission f-rnally resolr,e that extended or new DR programs may

not be considered until the cost-benefit study is evaluated, it should direct the EDCs to set

aside lirnding to implenent continued peak load reduction. Finally, if new DR programs

t 8

2r See EnerNOC comments at  n.  16.



are not approved for Phase [I, funds otherwise earmarked for DR programs should be

used fbr Act 129 energy eflirciency programs and should be allocated to the Act 129

EE&C programs with the greatest savings potential, based upon Act 129 program activity

to date. Irrespective of whether the Commission sets peak load reduction targets now, it

should direct EDCs to continue to use existing cuftailment capacitl, created under Phase I

DR prograrns through the useful lif-e of program investment. This will prevent the

hanr-rfi.rl impacts to clrslomers and ratepayers that will occur should the DR prograrns go

clark arlier summer 2012. lFinalll'. the .loint DR Commenters suggest tlie fbllowing

modif ications to the manner in which the Act 129 DR programs are to be implernented:

1) the Commission should uti l ize i ts ar"rthority to amend the "top 100 hours" methodology

(in the rlanner described hcrcin) 1o reduce lbrccast r isk to thc EDCs in this procecding;

and 2) the peak load target goals should be set to be met each year rather than one time

lbr each mult i-vear phasc.

Respectfully subrnitted,

JOINT DEMAND RESPONSE COMMENTIIRS

Dated:  . lune 25-  2012

[SIGNATURE PAGE FOLLOWS]
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