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UNI TED STATES OF AMERI CA
BEFORE THE
FEDERAL ENERGY REGULATORY COWM SSI ON

Demand Response Prograns ) Docket No. ADO02-23-000

NEW YORK STATE PUBLI C SERVI CE COMM SSI ON' S NOTI CE OF
| NTERVENTI ON AND COMVENTS ON
DEVMAND RESPONSE | SSUES

Pursuant to the Federal Energy Regul atory Comm ssion’s
(FERC or Conm ssion) Septenber 20, 2002 “Notice of Presentation
on Demand Response |Issues and Request for Public Conmment” and
Rul e 214 of the Conmi ssion’s Rules of Practice and Procedure,
the New York State Public Service Comm ssion (NYPSC) hereby
submits its Notice of Intervention and Comments.

The NYPSC supports the use of demand response (DR) prograns
as an effective and econonical way to ensure reliability and
nmeet energy service requirenents. W believe that demand
response is a critical conponent of conpetitive energy narkets.
Bot h Buyers and Sellers nust be able to respond to prices for
the market to function efficiently. Wile incentives are
appropriate for econom c-related DR prograns during the
transition to conpetition, they may not be appropriate in a
fully conpetitive market. To the extent that DR prograns are
necessary to ensure continued reliability, even in a conpetitive

mar ket, incentives may continue to be necessary.



New Yor k has established several DR initiatives, including
a Special Case Resources (SCR)! program an Energency Denand
Response Program (EDRP), and a Day- Ahead Denand Response Program
(DADRP). The SCR program operates as part of the Installed
Capacity (I CAP) nmarket and provides nonthly capacity paynents to
customers in exchange for mandatory | oad reducti ons when call ed
upon by the NYI SO during energencies (e.g., operating reserve
deficiencies). Currently, there are 647 M\ of |oad reduction
regi stered under the SCR program

The EDRP programis a voluntary |oad reduction program
t hrough which curtail ment service providers are call ed upon by
t he New York | ndependent System Operator, Inc. (NYISO to reduce
| oad during reserve deficiencies or energency situations. The
current regi stered anount of demand reduction for EDRP is
approxi mately 1,458 MAs.2 The DADRP is an economic denand-
reducti on bidding programin which custoners subnmt | oad
reduction bids in the day-ahead market and are required to

curtail inreal-tinme if their bid is accepted.

! The NYI SO's Market Administration and Control Area Services
Tariff (Services Tariff) defines SCR as “[|]oads capabl e of
bei ng i nterrupted upon denmand, and distributed CGenerators, rated
100 kWor higher, that are not visible to the 1SO s Market

I nfformati on System and that are subject to special rules.in
order to facilitate their participation in the Installed
Capacity market as Installed Capacity Suppliers.”

2 Five Hundred Thirteen MM of |oad reductions are currently
regi stered in both the EDRP and SCR prograns.



In addition, the New York State Energy Research and
Devel opnment Authority (NYSERDA) is using System Benefit Charge
(SBC) funds collected fromutility distribution custoners to
fund the installation of interval neters and a wi de range of
ot her technol ogies for all classes of custonmers. These conbi ned
efforts, including the establishnment of a sufficient mninmm
paynment for participation in NYISO s EDRP, have resulted in a DR
framewor k for New YorKk.
l. | ncentives For Econoni c- Rel ated Demand Response Prograns
Are Appropriate During the Transition to Conpetition, But

| ncentives For Reliability-Rel ated Denand Response Prograns
Whul d Remai n Necessary In A Fully Conpetitive Mrket

Question 1 asks: “Do you believe that, in order to pronote
and maintain fully conpetitive markets, denmand side sol utions
shoul d provide for long-termincentives (e.g., subsidies on an
on- goi ng basis).”

Demand response prograns can serve two inportant, yet
different, purposes. Denmand response may be used to ensure
reliability under emergency conditions, or to mtigate price
spi kes by reduci ng denand.

Whet her DR prograns shoul d include incentives depends on
whet her they serve drastic needs. Incentives, therefore, are
likely to remain a necessary conponent of reliability-related DR
prograns. They may only be necessary for econom c demand-
reducti on biddi ng purposes, however, until markets are fully

conpetitive and custoners are receiving correct price signals.



Currently, the NYISO adm nisters the EDRP to ensure
reliable operation of the bul k power system under energency
conditions that could cause | oad shedding. Custoners are paid
to curtail load during these periods. The EDRP has proven to be
a highly effective and | owcost tool to manage energencies.

G ven the inportant role of EDRP in naintaining public health
and safety, incentives are likely to be appropriate on an on-
goi ng basi s.

In a conpetitive market, custoners should receive and be
able to respond to appropriate market signals. However, we are
still in the early stage of such a market’s devel opnent, and
custoners are often not aware of real-tine prices or able to
respond to them Interval neters are increasingly being used by
| arge custoners, and real-tinme pricing tariffs are in place for
all utility custonmers wth | oads greater than 100 kW Cust oner
education is also on-going and is essential. Incentives should
play a role in encouraging economc DR during the transition to
conpetition, but nay not be appropriate in a conpetitive market.

1. Miltiple Entities Have Been Pronpting Participation
i n Demand Response Prograns

Question 12 asks whether the NYISOis “taking an active
role in pronoting greater participation in the DR prograns in
the 1SO? If so, how?”

The NYPSC, NYI SO, and NYSERDA, have jointly held outreach

and education nmeetings around the State to explain and pronote



New York’s DR prograns to custoners. Mst significantly, these
prograns have al so been heavily pronoted by Curtail nent Service
Provi ders (CSPs),® who sell demand side products and services,
and have the financial incentive to bring these prograns to

mar ket .

I11. New York Has Undertaken A Conprehensive Approach To
Encourage Conpetitive Metering

Question 13 asks what plans the NYI SO has “in place to
support conpetitive netering?” New York has undertaken a
conpr ehensi ve approach to encourage conpetitive netering,

i ncl udi ng several NYPSC actions to open markets, incentives for
interval neters, and targeted research and devel opnent efforts.

Recogni zing that “[t]he introduction of conpetition into
metering services can lower long termcosts, increase custoner
choi ces, encourage econom c growth, stimulate innovation, and
shift nmore of the risks of investnents to providers,” the NYPSC
directed that electricity nmetering may be furni shed by non-
utility nmeter service providers as an option for |arge

custoners.* This Oder allows custoners to “procure neters and

3 The NYISO's Services Tariff defines CSPs as qualified entities
that can “produce real-tine, verified reduction in [ New York
Control Area] load of at |least 100 KWin single Load Zone,
pursuant to the [EDRP] and related | SO procedures.”

4 Case 94-E-0952, In the Matter of Conpetitive Opportunities
Regarding Electric Service, Oder Providing For Conpetitive
Metering, (issued June 16, 1999), p. 7.




various netering services, such as neter installation and neter
readi ng, fromconpetitive entities, instead of only fromthe

utilities.”®

Mor eover, a series of Wrking Goup Reports on
conpetitive netering issues and a manual entitled “New York
Practices and Procedures for the Provision of Electric Metering
in a Conpetitive Environment” were devel oped.® Several New York
utilities are also beginning to explore, through pilot progranms,
the potential benefits to custoners and utilities fromthe

w despread installation of enhanced automatic neter reading
(AMR) systens.

To support participation in demand response prograns,
NYSERDA i s providing funding to custonmers for the purchase and
installation of interval neters. Approxi mately 800 neters have
been installed with these incentives for |arge custoners and
t hey have played a promnent role in the success of the NYI SO s
EDRP program In addition, NYSERDA s Residential Conprehensive

Ener gy Managenent Services Program provides funding for

resi dential advanced netering and direct |oad control

> |d. Qur Order also required the devel opment of “rules
establishing the responsibilities of parties providing netering
services and the nethods for transferring and sharing neter data
anong aut horized parties,” as well as a “procedure...to
determine the eligibility of those conpanies.” 1d.

® These reports and manual are available on the internet at
http://ww. dps. state. ny.us/esco_netering. htnl.



installations. These prograns allow for renote, interval neter
readi ng, and peak | oad curtailnment to help consuners take
advant age of variable electricity pricing and | oad aggregati on.

NYSERDA has al so undertaken a variety of research and
devel opnent efforts targeting different technol ogi es and
sectors, including:

e redirecting a large portion of the SBC program funds
(budgeted at $150 million per year) for peak denmand
reducti on prograrns;

e providing $1.85 mllion for innovative netering
technol ogi es, such as state-of-the-art conmuni cations
and networ ki ng systens;

 initiating a new program designed to denonstrate and
eval uate i nnovative tine-sensitive electricity rates,
i ncl udi ng advance neters;

e providing technical and regul atory assistance to help
pronote el ectric subnetering and energy efficiency
nmeasures in the nulti-famly and | owincone housing
sectors;

« designing and installing a secure real-tine internet
based network anmong New York City Housing Authority
buil dings to allow renote nonitoring and/or control of
boil ers, tenperature sensors, and interval electricity
neters; and

e supporting the devel opnment of devices that identify
bui | di ng end-use | oads without entering the dwelling, in
order to allow consuners to nmake nore informed energy
pur chase and consunpti on deci si ons.



V. The New York | ndependent System Operator, Inc.’s Enmergency
Demand Response Program M ni num Paynent of $500 Per MM |'s
Designed to Attract Participation And Ensure Adeguate

Paynent

Question 30 states that: “[i]n NYI SO s Enmergency Demand
Response program paynent is based on the higher of $500 per MM
or the zonal real tinme |locational price per MM of demand
reduced. What is the support/basis for the $500 per MM\
paynent, i.e., howwas it arrived at and how does it conpare to
alternatives other than DR at the margi n?”

The $500 per MMh paynent was intended to attract sufficient
participation. G ven prior experience with a Consoli dated
Edi son Conpany of New York, Inc. (Con Edison) local reliability
DR programthat attracted only one custonmer with a $300 per MM
paynent, nmarket participants argued that an increased incentive
was necessary and $500 woul d be appropriate. Participation in
the Con Edison local reliability DR program has increased from
one to 117 custoners after the incentive was raised from $300 to
$500. Under the EDRP program the $500 per MM has attracted
1,458 MM of participating DR as of Septenber 2002. Mboreover,
it was recogni zed that this anbunt was consistent with a $500
per MM m ni num paynent for performance under PJM s energency DR
program

The NYI SO will soon be inplenmenting changes to EDRP and SCR

whereby SCR customers will be required to bid in their |oad



curtailnment up to a maxi mum price of $500 per MM. The EDRP
custoners will then be called on only after SCR DR has been
fully utilized, and will continue to receive the higher of $500
per MMh or the zonal real-tinme |ocational price per MM of
demand reduced. This refinement will allow the NYI SO to sel ect
DR resources, if necessary, in smaller increnents and in a

| east-cost manner. Under the revisions, the paynents nmade to
SCR and EDRP custoners for performance will set the real-tine
mar ket price during those periods when their |oad reductions are
necessary to nmeet operating reserve deficiencies. As a result,
real -tinme prices should nore accurately reflect the val ue of
resources needed to neet | oad under scarcity conditions.

CONCLUSI ON

Demand response is a critical conponent of conpetitive
energy nmarkets. NYPSC continues to support the devel opnent and

i npl enentati on of DR prograns.

Respectfully subm tted,

Lawrence G Ml one

General Counse

By: David G Drexler

Assi st ant Counsel

Publ i c Service Conm ssion
of the State of New York

3 Enpire State Pl aza

Al bany, NY 12223-1305

(518) 473-8178

Dat ed: COctober 4, 2002
Al bany, New York



CERTI FI CATE OF SERVI CE

|, Naom Tague, do hereby certify that I will serve on
Cct ober 4, 2002, the foregoing Notice of Intervention and
Comments of the Public Service Comm ssion of the State of New
York by depositing a copy thereof, first class postage prepaid,
inthe United States mail, properly addressed to each of the
parties of record, indicated on the official service |ist

conpiled by the Secretary in this proceeding.

Dat e: Cctober 4, 2002
Al bany, New Yor k

Naom Tague



