CALMAC MEETING

June 20, 2001
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Attendees:
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Marian Brown, SCE
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Don Smith, ORA 

Michael Ochoa, ORA

Robert Levin, PG&E

Don Schultz, ORA

Marylou Sutton, PG&E

Eli Collier, Energy Div.

Darshan Koundinay, Energy Div.

Jim Drew, Energy Div.

Stephen Hall, Energy Div.

Don Arambula, SCE

Tory Weber, SCE

Rob Rubin, SDG&E

Judy Kelly, SDG&E

Mike Messenger, CEC

On the phone:

Joy Yamagata, Sempra

Chris Sibley, ISO

The meeting was opened by the Chair Valerie Richardson, who then gave a brief description at the request of Chris Sibley from the ISO on the function and purpose of CALMAC.

1. SYSTEM PEAK DEFINITIONS – Presentation by Bob Levin, PG&E

Bob Levin gave a presentation on his research into looking at redefining the hour definitions for peak.  The purpose of the research was to look at what is the appropriate period for reporting our summer peak program accomplishments with possible implications on the current avoided costs calculations.  

The results of Bob’s research indicate that currently peak loads (defined by the ISO as loads > 40,000 MW) occur as early as 11 AM and as late as 9:00 PM.  This contrasts  with  the current utility on-peak period definition of 12 Noon to 6:00 PM.     The ISO’s  summer peak period  is 8:00 AM to 8:00 PM, June through the end of October.  Chris Sibley at the ISO stated that the ISO based their definition on the scheduled load reduction programs as determined by the Assembly Bill (??) to the CPUC and that the CPUC will adopt tariffs to address this schedule. 

Bob Levin is proposing that for M&E purposes, the on-peak period should be defined to capture at least 95% of the peak hours.   Based on CAISO load data, this would be accomplished by redefining the summer peak period as 11:00 A.M. to 9:00 P.M. on weekdays.

ORA suggested that we define peak on an ex post basis using the 1, 2, and 3 Stages since this determines when the load control programs are enacted.  ORA would also like to the cost effectiveness of these programs evaluated.

Please see attached handout for specific recommendations and conclusions made during the presentation.

In regard to how the ISO evaluate Demand Relief Programs:

· The ISO representatives stated that they have actual metered data during the load control period dispatch and can assess the responsiveness of the program.  

· Since it is an emergency relief program, the ISO cannot measure the program on a cost/benefits basis since the benefits are costs are associated with avoiding a blackout.

· The ISO will conduct a settlement of the program to assess how well participants responded.  The set price is $500 MW.

· The ISO will report to the CAISO Board, in October of results/costs/benefits in terms of how many blackouts prevented.  

· The ISO is interested in DSM tools that will help manage the early ramp-up of load as depicted in the graph in the handout.  The ISO believe if the morning ramp is reduced this in turn will reduce the super peak latter in the day.

· The ISO is planning a workshop with the CEC on Interruptible Load Control programs for next year.

ORA would like to see a scenario using the existing cost/benefits methodology to demonstrate the impact of changing the time of system peak.  The utilities agreed to via the avoided cost subcommittee, to running scenarios for the different peak definitions using residential air conditioner load data as the input data for the test.

Energy Division is also interested in looking a usage patterns for other appliances, how do they contribute to the morning ramp-up.  PG&E, SCE plan to use historic load data from load research during the early and mid-90’s to assess load and usage for various end-uses.  The CEC is also planning an in-person statewide study on energy use behavior.

MAESTRO will handle discussion and coordination on these studies in the upcoming meeting on June 28.

The ISO was invited to participate in CALMAC as a member.  At this time the ISO agreed to participate as needed.

2. STANDARD PRACTICE MANUAL REVISION – Darshan Koundinya

The goal is to update the manual in order to address use by a broader audience, namely state agencies involved in delivering energy efficiency.  The implication to utilities is that if adopted, the revised manual will be used in all proceedings.

The statewide working group (Green Accounting Group) will meet June 27-28 to discuss scope of possible changes.  The group will most likely adopt recommendations under Option 1 (see attached memo handout), which entails the adoption of minor changes.  The group will probably open discussions on Option 2, which calls for discussion of more significant changes via a public workshop.

Currently the manual does not include avoided cost streams, but this may come up and presents an opportunity for CALMAC to advance work on extending or re-defining the system peak in this process.  Any consideration on avoided costs will necessitate the need for Option 2, public workshops.

The CALMAC chair and CADMAC chair are invited to participate in the working group and to represent the utilities in this process.  Sempra was also invited to send a representative to the June 27-28 meeting.

As additional background, ORA explained that the impetus for the working group is to provide the correct criteria for evaluating programs by revising the standard practice manual so that all state agencies can use one common methodology.  ORA would like to see as a possible final outcome, an Executive Order issued that requires all state agencies or “Program Administrators” (in order to include anyone using public funds to fund energy efficiency) to adopt the revised manual. 

3. 2002 Planning – role of CALMAC/MAESTRO 

Energy Division states that there has been some internal discussion on the need for a 2002 planning process, however, nothing has been decided.

It was suggested that CALMAC establish a subcommittee to address load management evaluation issues.  However, the ensuing discussion pointed out that currently M&E budgets only address energy efficiency and that load management programs are being managed outside of our immediate departments.  It was also pointed out that the current contracts regarding load management may or may not address measurement.  As an example the CEC load management contracts include some reporting on load reduction and the AB970 load management mandates do not.  The utilities agreed to speak to their respective management regarding issue of evaluating load management programs.

CEC suggested that CALMAC send a letter to Energy Division requesting direction and with specific recommendations for a 2002 planning process.  Mike Messenger agreed to draft the letter for CALMAC and utility management review.

Energy Division agreed to further inquire internally at the CPUC on any status (including lack thereof) on the 2002 planning process and to provide CALMAC a memo regarding any status.  Energy Division will also inquire at the CPUC on and recommendations for M&E studies.

4.  Pre-Hearing Conference (PHC) Follow-up – PY98 True-up

ALJ Bytoff referred this item to CALMAC for discussion and resolution during the June 8, 2002 PHC.  The item is an issue brought by ORA in their PHC comments.   ORA is concerned regarding the lack of true-up on program earnings claimed for PY98 Standard Practice Programs, or any other programs where earnings were paid based on commitments only.  The utilities (except for SoCal Gas) pointed out at the PHC that the PY98 SPC program still has outstanding payments and therefore, it is pre-mature to conduct true-up on this program in the 2001 AEAP.  SoCal Gas has no outstanding commitments for its PY98 SPC program and has reported earnings as such in this AEAP.

The utilities and ORA agreed that a schedule should be developed to indicate when SPC programs will be ripe for true-up.  All utilities agreed to send a schedule to PG&E for inclusion in the CALMAC letter back to the ALJ on results of the CALMAC discussion and agreement.  However, once all schedules were received, it was apparent that all utilities’ (except SoCal Gas) PY98 SPC programs will be ripe for true-up in the 2003 AEAP.  Therefore, after receiving agreement from CALMAC members via response to emails, the letter sent to ALJ only addressed PY98 SPC, stating that the proper time for conducting the true-up will be in the 2003 AEAP.

There was some discussion and much dissent as to whether the true-up will be on earnings only or, as ORA would like to interpret, on cost/benefits also.  ORA agreed that CALMAC will not resolve this and ORA will address this in their testimony.

5.  CEC PROGRAM EVALUATION UPDATE

Mike Messenger (for Monica Rudman) provided the following update on program evaluation activities for the six CEC Demand Response programs in response to directives from AB970.  Schiller and Associates is the evaluation contractor for all programs.

· 1. State Buildings Retrofit/Peak Reduction – the evaluation will consist of pre/post metering in response to demand reduction signals (Stage 2 and 3) and to monitor use during peak periods (i.e., 2:00-6:00 PM June-October.)

· 2. Department of Corrections and State Building Distributed Generation – will include metering also.

· 3. LED – will inspect 200 intersections and will pre/post meter 100 to estimate energy.

· 4. Wastewater Retrofit – will use engineering estimates via pre/post meter readings.

· 5. Cool Roofs – will physically inspect 100 buildings; will measure pre/post reflectivity; billing analysis.

· 6. Demand Response – will evaluate a sample of five; will very pilot test conduct by implementers; Schiller will also conduct independent verification; will take pre/post meter readings for Stage 2 and 3.

The CEC has also hired Schiller to evaluate SB1.5X to monitor effectiveness ($2.5 Million contract.)  

· Will focus on assessing what happened;

· kW saved in each facility; 

· what worked/did not work

The CEC does not assess cost effectiveness or use the Standard Practice Manual.  They do however require;

· $/kW has to be $300or less to be cost effective,

· can only include program administrator costs,

· the do not weather adjust estimates.

6.  WRAP UP

The next CALMAC meeting will be held starting at 10:00 AM, July 25, 2001, in Sacramento, ORA conference room.  

ATTACHMENTS

1. System Peak Definitions Presentation Handout

2. Standard Practice Manual Discussion Handout

Attachment 1

Should The Current Noon-6:00 Utility Summer Peak Period Be Extended?

Presentation to CALMAC

June 20, 2001

Robert Levin

Customer Energy Management Department

PG&E

(415) 972-5342

Should The Current Noon-6:00 Utility Summer Peak Period Be Extended?

CAISO Peak Definition:

 “For the purposes of structuring the demand response programs, CAISO has established the hours from 8am to 8pm as system peak. This window encompasses the time when system load approaches or exceeds 40,000MW. Any time system load approaches or exceeds the 40,000MW threshold, the margin for sufficient generation and import capacity is limited.”  (Letter from Jim Detmers to Commissioner Carl Wood, May 18, 2001) 

Proposed General Definition of Peak:

 Peak hours occur when there is inadequate generation reserve margin and import availability to ensure system reliability.

 Under peak conditions changes in load can have a significant impact on system reliability.

Additional Criteria for Peak Hours:

 Hours within a fixed percentage (e.g., 10%) of annual peak hourly load

 Alternatively, the top N (e.g., 100) load hours

o Peak hours (defined as above) contribute significantly to the need for reserve generating capacity, due to the possibility of random forced outages or declines in imported power availability.

Proposed Criterion for Defining Peak Period

The Summer Peak Period for electric demand should capture nearly all (e.g., at least 95%) of peak hours.

How Well Does The Current Utility Summer Peak Period Perform?

The current utility noon-6:00 P.M. peak period does not reflect current patterns of electricity use, either for the CAISO system or for PG&E.

o The current definition of the peak period is based on load data from the 1970 and 1980s. 

o The current utility peak period captured only about 71% of summer season CAISO Stage 1 emergency hours over the period from 1998 to 2000.

o 21% of summer CAISO Stage 1 hours occurred after 6:00 P.M.

o The current utility peak period captures only about 85% of the CAISO peak load hours (hours with loads > 40,000 MW).   [based on hourly ISO data from 1998 to 2000].

o The current peak period captures only about 78% of the top 100 PG&E hourly loads in each year [based on hourly PG&E load data from 1998 to 2000].

o Early evening (6-9 P.M.) and late morning (11 A.M.-Noon) loads on the hottest summer days are usually within or close to 90% of the peak hourly loads on those days.

Analysis of CAISO Staged Emergency Hours: 1998-2000

 Analyzed time of occurrence of CAISO staged emergencies in each year

Analysis of CAISO Hourly Load Data: 1998-2000

 Analyzed time of occurrence of peak hours (> 40,000 MW) in each year

Analysis of PG&E
 Hourly Load Data: 1998-2000

 Analyzed time of occurrence of top 100 hourly loads in each year

 Analyzed hourly loads and load profiles for the top 10 peak load days in each year

Findings (CAISO):

 About 29% of CAISO Stage 1 emergency hours fell outside the traditional peak period

 About 21% of CAISO Stage 1 hours occurred in the evening (after 6:00 P.M.)

 About 15% of CAISO peak (> 40,000 MW) hours fell outside the traditional peak period

 About 11% of CAISO peak hours occurred in the evening

 About 4% occurred in the morning

 A 12-8 peak period would capture about 95% of the CAISO peak hours

 A 12-9 peak period  would capture about 96% of CAISO peak hours

 An 11-8 peak period  would capture about 98% of CAISO peak hours

 An 11-9 peak period  would capture about 99% of CAISO peak hours

 On the hottest days, near peak loads (90% of daily peak, or more) often persist until 9:00 P.M.

Findings (PG&E):

 About 22% of PG&E’s top 100 hours fell outside the traditional peak period

 About 15% of PG&E’s top 100 hours occurred in the evening

 About 7% occurred in the morning

 A 12-8 peak period would capture about 89% of PG&E’s top 100 hours

 A 12-9 peak period  would capture about 93% of PG&E’s top 100 hours

 An 11-8 peak period  would capture about 93% of PG&E’s top 100 hours

 An 11-9 peak period  would capture about 97% of PG&E’s top 100 hours

 On the hottest days, near peak loads (90% of daily peak, or more) often persist until 9:00 P.M.

 Loads in hour 19 (6 to 7), which is not in the current peak period, are about equal to loads in hour 13, on the hottest days.

 On the hottest days, loads often increase between hour 20 (7 to 8) and hour 21 (8 to 9)

Conclusions:

 Hourly load data supports extending the current summer peak period, to better capture the megawatt savings impacts of DSM programs.

 CALMAC should propose, and the CPUC should adopt, a summer peak period of 11:00 A.M. to 9:00 P.M., for DSM program evaluation.

 At a minimum, the CPUC should extend the summer peak period until 8:00 P.M.

Next Steps:

 Utilities should redetermine peak and non-peak kW impacts of DSM programs for recommended revised costing periods, especially for time-varying end-uses such as air conditioning and lighting.

 Utilities should update cost-benefit analyses of DSM programs, based on revised costing periods and kW impacts.

 CALMAC should investigate methodologies (e.g. CAISO’s demand-relief market) for valuing generation capacity

Attachment 2

Revising the Standard Practice Manual

A Report on the Activities of the Statewide Working Group

Darshan (Sridarshan, Koundinya), 

Energy Division, CPUC

______________________________________________________________________________

Background: Genesis of the Statewide Working Group

Purpose

Governor’s initiative to develop procedures/consistent methodology for the Department of Finance to evaluate State agency budget requests for capital outlays for renewable energy and energy efficiency projects.  

Coordinator 

Woodrow Clark, Senior Policy Advisor

            Office of Governor Gray Davis’s Policy and Research 

 
 Woody.clark@opr.ca.gov
State Agencies involved in this initiative


Office of Planning and Research (OPR)

Office of Rate Payer Advocates (ORA)



California Public Utilities Commission (CPUC)





California Energy Commission (CEC)





Department of Finance





Department of Transportation (DOT)





Department of General Services (DGS)





State Consumer Services Agency (SCSA)

First Steps taken by the interagency task force 

1. Don Schultz, from ORA, presented information about the CPUC/CEC cost effectiveness methodology used to evaluate energy efficiency programs and provided copies of the reference document for the methodology, - “the Standard Practices Manual”.

2. A sub set of the interagency group will be members of an informal ‘statewide working group’ (Lawrence Berkeley Lab (LBL) was also invited) to update the manual itself and to make it a reference manual for a broader audience (in terms of agencies involved and programs evaluated). 

______________________________________________________________________________

The Statewide Working Group

Objectives

In the Short Term (items agreed to so far)
1) Woody Clark will email everyone an electronic copy of the (SPM) scanned and edited by staff at OPR and SCSA

2) Steve Wiel (LBL) will email a summary of definitions and assumptions behind avoided cost values for environmental externalities and T&D costs adopted in April 1999 by Resolution E-3592 at the CPUC. 

3) Steve will also identify a list of 'potential benefits’ of self generation and energy efficiency that are not included such as 'environmental externalities including climate change'; 'monetized benefits of avoiding blackouts'; 'benefits of system reliability and avoiding T&D upgrades’ etc.

4) A working meeting at 10 a.m. on 06/27 to revise the electronic copy of the SPM and another at 10 a.m. on 06/28 to finalize it.

5) Applying the calculations in the revised manual to a DGS project (PV cells on the roof of the Franchise tax board building in Sacramento) and running it through the project approval / financing process at the department of Finance 

In the Long Term     

1) For the long term, - the CPUC, Energy Division (and possibly the Independent Power Authority) would work on the AB 970 mandate to develop a common comprehensive methodology and framework (O.P. 14 in D.01-03-073) to evaluate self generation as well as demand side resources on a project specific basis. 

2) This framework could possibly include values for Steve Wiel's list of potential region and fuel specific adders

Implications for Utilities

If changes result from this process, and assuming the changes are acceptable to the Commission, the Commission could choose to formally adopt the updated calculation for future filings. 

______________________________________________________________________________

Processes: Options (From the Energy Division’s Perspective)

Option 1: Implement Minor Changes and a Quick Turnaround Process

· OPR circulates an electronic draft

· Agency personnel recommend minor changes

· Minor changes adopted and a new manual is issued

· The Agencies would separately consider the major changes to augment the manual later
Option 2: Implement Some Major Changes through a Workshop Process

· OPR may be willing to sponsor a workshop to update the manual.  

· Energy Division would be able to notify interested people on EE service lists about the workshop to provide notice and opportunity to participate and possibly even facilitate the workshop.

· The workshop report would be co-authored by facilitating and sponsoring Agencies

· The updated manual would be adopted separately by the Agencies
Option 3: Implement all changes through an Adversarial Process

· Implement O.P. 14 of D.01-03-073 and hire a consultant for the job

· Open a proceeding to consider multiple perspectives on the report

· Set a schedule for hearings
Conclusion: Process

· It is Energy Division’s understanding that Option 1 is currently the preferred option at the Statewide Working Group. 

· Option 3 was mentioned in the working group meeting and does not seem attractive at the moment.

· Option 2 has not yet been discussed or considered
______________________________________________________________________________

Issues and Changes discussed at meetings

List of Potential Minor Issues/ Changes

· Change to the Governor’s name and a new list of Agencies

· Changes already agreed to by all parties in a memo dated Oct. 7th 1988 

· Change in names of tests, language and text that have either been agreed to by all parties or are not substantive. For eg. 'Utility' cost to 'Program Administrator' cost test?; PPT or Societal test?
Changes of Intermediate Complexity (Could be Major issues)

· Distinct approaches for different funding sources (general/ ratepayer/bond funds)

· Include the values for T&D costs (line losses only) and environmental externalities (health based only) adopted in Resolution E-3592 and other input values (on-peak escalators) agreed to by all parties at CALMAC

· Include definitions of and the rationale for these values 

· Include a 'limitations' section that would list specific potential benefits, costs and approaches (dynamic models vs. static tests) that have are not been explicitly considered due to time constraints.
List of Potential Major Issues with respect to new 'Adders'

· 'Average' values versus region, fuel, sector (utility / transportation) specific values

· Monetized benefits of avoiding blackouts?

· AB 970 mandate to capture 'the system value of reduced load on reducing market clearing prices and volatility' - Cost based (eg. Avoided Cost or 'system value' of T&D upgrade) versus market based (eg. Price changes due to decrease in demand or 'consumer surplus') approaches.

· List of Potential 'demand-side' Benefits identified in the Energy Division Report in R.9807037 and other 'distribution benefits' enumerated and explained at http://www.pti-us.com/pti/company/newsltr/news86b.htm:
a. Environment –reduction in demand has a correlating reduction in generation, which has significant environmental benefits (climate change also not just health benefits).  

b. Avoided Transmission and Distribution Costs – energy efficiency measures that reduce the growth in peak demand would slow the required rate of expansion to the transmission and distribution network.  
c. Reliability – the reduction in demand and peak loads provide benefits to the distribution system in the form of increased reliability.  

d. Avoided Line Losses – energy efficiency requires less energy to be transmitted.  (adopted in E-3592)

e. Reduced Cost for ISO Reserve Margins – the ISO is required to maintain a reserve of electricity supply above the instantaneous demand.

____________________________________________________________________
� Excludes Munis and other WAPA loads.





