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EXECUTIVE SUMMARY

Energy Independence and Security Act of 2007

Section 529 (a) of the Energy Independence and Security Act of 2007 (EISA 2007) requires the Federal
Energy Regulatory Commission (Commission or FERC) to conduct a National Assessment of Demand
Response Potential® (Assessment) and report to Congress on the following:

e Estimation of nationwide demand response potential in 5 and 10 year horizons on a State-by-State
basis, including a methodology for updates on an annual basis;

e Estimation of how much of the potential can be achieved within those time horizons,
accompanied by specific policy recommendations, including options for funding and/or
incentives for the development of demand response;

e Identification of barriers to demand response programs offering flexible, non-discriminatory, and
fairly compensatory terms for the services and benefits made available; and

e Recommendations for overcoming any barriers.

EISA 2007 also requires that the Commission take advantage of preexisting research and ongoing work
and insure that there is no duplication of effort. The submission of this report fulfills the requirements of
Section 529 (a) of EISA 2007.

This Assessment marks the first nationwide study of demand response potential using a state-by-state
approach. The effort to produce the Assessment is also unique in that the Commission is making
available to the public the inputs, assumptions, calculations, and output in one transparent spreadsheet
model so that states and others can update or modify the data and assumptions to estimate demand
response potential based on their own policy priorities. This Assessment also takes advantage of
preexisting research and ongoing work to insure that there is no duplication of effort.

Estimate of Demand Response Potential

In order to estimate the nationwide demand response potential in 5 and 10 year horizons, the Assessment
develops four scenarios of such potential to reflect different levels of demand response programs. These
scenarios are: Business-as-Usual, Expanded Business-as-Usual, Achievable Participation and Full
Participation. The results under the four scenarios illustrate how the demand response potential varies
according to certain variables, such as the number of customers participating in existing and future
demand response programs, the availability of dynamic pricing’ and advanced metering infrastructure

! Energy Independence and Security Act of 2007, Pub. L. No. 110-140, § 529, 121 Stat. 1492, 1664 (2007) (to be codified at
National Energy Conservation Policy Act § 571, 42 U.S.C. 88 8241, 8279) (EISA 2007). The full text of section 529 is attached
as Appendix F.

2 |In the Commission staff's demand response reports, the Commission staff has consistently used the same definition of “demand
response” as the U.S. Department of Energy (DOE) used in its February 2006 report to Congress:

Changes in electric usage by end-use customers from their normal consumption patterns in response to changes in the
price of electricity over time, or to incentive payments designed to induce lower electricity use at times of high wholesale
market prices or when system reliability is jeopardized.
U.S. Department of Energy, Benefits of Demand Response in Electricity Markets and Recommendations for Achieving Them:
A Report to the United States Congress Pursuant to Section 1252 of the Energy Policy Act of 2005, February 2006 (February
2006 DOE EPAct Report).

% In this Assessment, dynamic pricing refers to prices that are not known with certainty ahead of time. Examples are “real time
pricing,” in which prices in effect in each hour are not known ahead of time, and “critical peak pricing” in which prices on certain
days are known ahead of time, but the days on which those prices will occur are not known until the day before or day of
consumption. Static time-varying prices, such as traditional time-of-use rates, in which prices vary by rate period, day of the
week and season but are known with certainty, are not part of this analysis.

Federal Energy Regulatory Commission iX



Executive Summary

(AMI)*, the use of enabling technologies, and varying responses of different customer classes. Figure
ES-1 illustrates the differences in peak load starting with no demand response programs and then
comparing the four scenarios. The peak demand without any demand response is estimated to grow at an
annual average growth rate of 1.7 percent, reaching 810 gigawatts (GW) in 2009 and approximately 950
GW by 2019.°

This peak demand can be reduced by varying levels of demand response under the four scenarios. Under
the highest level of demand response, it is estimated that there would be a leveling of demand between
2009 and 2019, the last year of the analysis horizon. Thus, the 2019 peak load could be reduced by as
much as 150 GW, compared to the Business-as-Usual scenario. To provide some perspective, a typical
peaking power plant is about 75 megawatts®, so this reduction would be equivalent to the output of about
2,000 such power plants.

1,000

No DR (NERC)

1.7%
5Qerage Annual BA(:J """""""""
Growth Rate —> 1.7% _l_
(AAGR)
38 GW,
4%
82 GW,
; 9%
o x
138 GW,
14%
>0 Change in peak 188 GW,
demand from —— 20%
. No DR scenario
00 Expanded Achievable Full
BAU Participation Participation )
BAU: Business-as-Usual
1.3% 0.6% 0.0% DR: Demand Response
I 50 T T T T T T T T T
2009 2011 2013 2015 2017 2019

Figure ES-1: U.S. Peak Demand Forecast by Scenario

The amount of demand response potential that can be achieved increases as one moves from the Business-
as-Usual scenario to the Full Participation scenario.

It is important to note that the results of the four scenarios are in fact estimates of potential, rather than
projections of what is likely to occur. The numbers reported in this study should be interpreted as the
amount of demand response that could potentially be achieved under a variety of assumptions about the
types of programs pursued, market acceptance of the programs, and the overall cost-effectiveness of the

4 A system including measurement devices and a communication network, public and/or private, that records customer
consumption, and possibly other parameters, hourly or more frequently and that provides for daily or more frequent transmittal
of measurements to a central collection point. AMI has the capacity to provide price information to customers that allows them
to respond to dynamic or changing prices.

The “No DR (NERC)” baseline is derived from North American Electric Reliability Corporation data for total summer demand,
which excludes the effects of demand response but includes the effects of energy efficiency. 2008 Long Term Reliability
Assessment, p. 66 note 117; data at http://www.nerc.com/fileUploads/File/ESD/ds.xls

Energy Information Administration, Existing Electric Generating Units in the United States, 2007, available at
http://lwww.eia.doe.gov/cneaf/electricity/page/capacity/capacity.html
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Executive Summary

programs. This report does not advocate what programs/measures should be adopted/implemented by
regulators; it only sets forth estimates should certain things occur.

As such, the estimates of potential in this report should not be interpreted as targets, goals, or
requirements for individual states or utilities. However, by quantifying potential opportunities that exist
in each state, these estimates can serve as a reference for understanding the various pathways for pursuing
increased levels of demand response.

As with any model-based analysis in economics, the estimates in this Assessment are subject to a number
of uncertainties, most of them arising from limitations in the data that are used to estimate the model
parameters. Demand response studies performed with accurate utility data have had error ranges of up to
ten percent of the estimated response per participating customer. In this analysis, the use of largely
publicly-available, secondary data sources makes it likely that the error range for any particular estimate
in each of the scenarios studied is larger, perhaps as high as twenty percent.”

Business-as-Usual Scenario

The Business-as-Usual scenario, which we use as the base case, considers the amount of demand response
that would take place if existing and currently planned demand response programs continued unchanged
over the next ten years. Such programs include interruptible rates and curtailable loads for Medium and
Large commercial and industrial customers, as well as direct load control of large electrical appliances
and equipment, such as central air conditioning, of Residential and Small commercial and industrial
consumers.

The reduction in peak demand under this scenario is 38 GW by 2019, representing a four percent
reduction in peak demand for 2019 compared to a scenario with no demand response programs.

Expanded Business-as-Usual Scenario

The Expanded Business-as-Usual scenario is the Business-as-Usual scenario with the following additions:
1) the current mix of demand response programs is expanded to all states, with higher levels of
participation (“best practices” participation levels);® 2) partial deployment of advanced metering
infrastructure; and 3) the availability of dynamic pricing to customers, with a small number of customers
(5 percent) choosing dynamic pricing.

The reduction in peak demand under this scenario is 82 GW by 2019, representing a 9 percent reduction
in peak demand for 2019 compared to a scenario with no demand response programs.

Achievable Participation Scenario

The Achievable Participation scenario is an estimate of how much demand response would take place if
1) advanced metering infrastructure were universally deployed; 2) a dynamic pricing tariff were the
default; and 3) other demand response programs, such as direct load control, were available to those who
decide to opt out of dynamic pricing. This scenario assumes full-scale deployment of advanced metering

” For example, an estimated demand response potential of 19 percent could reflect actual demand response potential ranging from
15 to 23 percent. See Chapter Il for a description of one source of error resulting from data limitations, and Appendix E for an
analysis of uncertainties arising from the study assumptions.

® For purposes of this Assessment, “best practices” refers only to high rates of participation in demand response programs, not to a
specific demand response goal nor the endorsement of a particular program design or implementation. The best practice
participation rate is equal to the 75" percentile of ranked participation rates of existing programs of the same type and
customer class. For example, the best practice participation rate for Large Commercial & Industrial customers on interruptible
tariffs is 17% (as shown in Table 5). See Chapter V for a full description.
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infrastructure by 2019. It also assumes that 60 to 75 percent of customers stay on dynamic pricing rates,
and that many of the remaining choose other demand response programs. In addition, it assumes that, in
states where enabling technologies (such as programmable communicating thermostats) are cost-effective
and offered to customers who are on dynamic pricing rates, 60 percent of the customers will use these
technologies.

The reduction in peak demand under this scenario is 138 GW by 2019, representing a 14 percent
reduction in peak demand for 2019 compared to a scenario with no demand response programs.

Full Participation Scenario

The Full Participation scenario is an estimate of how much cost-effective demand response would take
place if advanced metering infrastructure were universally deployed and if dynamic pricing were made
the default tariff and offered with proven enabling technologies. It assumes that all customers remain on
the dynamic pricing tariff and use enabling technology where it is cost-effective.

The reduction in peak demand under this scenario is 188 GW by 2019, representing a 20 percent
reduction in peak demand for 2019 compared to a scenario with no demand response programs.

Other Results of the Assessment

As shown in Figure ES-1, the size of the demand response potential increases from scenario to scenario,
given the underlying assumptions.” Comparing the relative impacts of the four scenarios on a national
basis, moving from the Business-as-Usual scenario to the Expanded Business-as-Usual scenario, the peak
demand reduction in 2019 is more than twice as large. This difference is attributable to the incremental
potential for aggressively pursuing traditional programs in states that have little or no existing

Pae participation. However, more
il _ o ) demand response can be achieved
. U{T%;:w&% Census Regions and Divisions of the United States beyond these traditional programs.
e = By also pursuing dynamic pricing the

potential impact could further be
increased by 54 percent, the
difference between the Achievable
Participation scenario and the
Expanded Business-as-Usual
scenario. Removing the assumed
limitations on market acceptance of
demand response programs and
technologies would result in an
additional 33 percent increase in

demand response potential (the
Al difference between the Achievable
- Potential and  Full  Potential
scenarios). A conclusion of this
o] h Assessment is that at the national
— = === Jevel the largest gains in demand
response impacts can be made

MIDWEST NORTHEAST

o PACFIC
W

Figure ES- 2: Census Regions

® There are other technologies that have the potential to reduce demand. These include emerging smart grid technologies,
distributed energy resources, targeted energy efficiency programs, and technology-enabled demand response programs with
the capability of providing ancillary services in wholesale markets (and increasing electric system flexibility to help
accommodate variable resources such as wind generation.) However, these were not included in this Assessment because
there is not yet sufficient experience with these resources to meaningfully estimate their potential.
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Executive Summary

through dynamic pricing programs when they are offered as the default tariff, particularly when they are
offered with enabling technologies.

A mapping of states divided into the nine Census Divisions is provided in Figure ES-2. Regional
differences in the four demand response potentials are portrayed by Census Division in Figure ES-3. To
adjust for the variation in size among the divisions, the impacts are shown as a percentage of each
Division’s peak demand.

30% ——
"DR Gap" between BAU and Full Participation:
12% 12% 12% 13% 10% 20% 17% 20% 19%
25% -
- B —
g 20% - N M
E - —
[} — —
QO N —
2 0f - | ]
< 15% - | |
3 —
o |
2 10% - -
>
5%
0% - ‘ ‘
Pacific East Middle West New West East  Mountain  South
North Atlantic North England  South South Atlantic
Central Central Central  Central

B Business-as-Usual B Expanded BAU B Achievable Participation O Full Participation

Figure ES-3: Demand Response Potential by Census Division (2019)

Regional differences in the estimated potential by scenario can be explained by factors such as the
prevalence of central air conditioning, the mix of customer type, the cost-effectiveness of enabling
technologies, and whether regions have both Independent System Operator/Regional Transmission
Organization (ISO/RTO) and utility/load serving entity programs. For example, in the Business-as-Usual
scenario, the largest impacts originate in regions with ISO/RTO programs that co-exist with utility/load
serving entity programs. New England and the Middle Atlantic have the highest estimates, with New
England having the ability to reduce nearly 10 percent of peak demand.

The prevalence of central air conditioning plays a key role in determining the magnitude of Achievable
and Full Participation scenarios. Hotter regions with higher proportions of central air conditioning, such
as the South Atlantic, Mountain, East South Central, and West South Central Divisions, could achieve
greater demand response impacts per participating customer from direct load control and dynamic pricing
programs. As a result, these regions tend to have larger overall potential under the Achievable and Full
Participation scenarios, where dynamic pricing plays a more significant role, than in the Expanded
Business-as-Usual scenario.
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The cost-effectiveness of enabling technologies™ also affects regional differences in demand response
potential. Due to the low proportion of central air conditioning in the Pacific, New England, and Middle
Atlantic Divisions, the benefits of the incremental peak reductions from enabling technologies, as
determined in this study, do not outweigh the cost of the devices, so the effect of enabling technologies is
excluded from the analysis. As a result, in some of these states and in some customer classes the demand
reductions from dynamic pricing reflect only manual (rather than automated) customer response and so
are lower than in states where customers would be equipped with enabling technologies. This also
applies to the cost-effectiveness of direct load control programs.

The difference between the Business-as-Usual and Full Participation scenarios represents the difference
between what the region is achieving today and what it could achieve if all cost-effective demand
response options were deployed. Regions with the highest potential under the Full Participation scenario
do not necessarily have the largest difference between Business-As-Usual and Full Participation.
Generally, regions in the western and northeastern U.S. tend to be the closest to achieving the full
potential for demand response, with the Pacific, Middle Atlantic, and New England regions all having
gaps of 12 percent or less. Other regions, particularly in the southeastern U.S., have differences of as
much as 20 percent of peak demand.

Comparing the results for these four scenarios provides a basis for policy recommendations. For
example, the difference between the Business-As-Usual scenario and the Full Participation scenario
reveals the “gap” between what is being achieved today through demand response and what could
economically be realized in the future if appropriate polices were implemented. Similarly, the difference
between the Expanded Business-as-Usual and the Achievable Participation scenarios reveals the
additional amount of demand response that could be achieved with policies that rely on both dynamic
pricing and other types of programs. The Assessment also provides valuable insight regarding regional
and state differences in the potential for demand response reduction, allowing comparisons across the
various program types — dynamic pricing with and without enabling technologies, direct load control,
interruptible tariffs, and other types of demand response programs such as capacity bidding and demand
bidding — to identify programs with the most participation today and those with the most room for
growth.

Complete results for each of the fifty states and the District of Columbia are shown in Appendix A.

Barriers to Demand Response Programs and Recommendations for
Overcoming the Barriers

A number of barriers need to be overcome in order to achieve the estimated potential of demand response
in the United States by 2019. While the Assessment lists 25 barriers to demand response, the most
significant are summarized here.

Regulatory Barriers. Some regulatory barriers stem from existing policies and practices that fail to
facilitate the use of demand response as a resource. Regulatory barriers exist in both wholesale and retail
markets.

e Lack of a direct connection between wholesale and retail prices.
e Measurement and verification challenges.
e Lack of real time information sharing.

o Ineffective demand response program design.

% The Assessment evaluates the cost-effectiveness of devices such as programmable communicating thermostats and excludes
them where not cost-effective. See Chapter V for a complete description of the methodology.
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e Disagreement on cost-effectiveness analysis of demand response.

Technological Barriers.

e Lack of advanced metering infrastructure.
e High cost of some enabling technologies.

e Lack of interoperability and open standards.

Other Barriers.
e Lack of customer awareness and education.

e Concern over environmental impacts.

As discussed above, three scenarios estimating potential reductions from the Business-as-Usual scenario
have been developed. These scenarios estimate at 5 and 10 year horizons how much potential can be
achieved by assuming certain actions on the part of customers, utilities and regulators. Each utility,
together with state policy makers, must decide whether and how best to move forward with adoption of
demand response, given their particular resources and needs; however, steps can be taken to help inform
individual utility decisions and state policies, as well as national decisions.**

The increase in demand response under the Expanded Business-as-Usual scenario rests on the assumption
that current “best practice”'” demand response programs, such as direct load control and interruptible
tariff programs, are expanded to all states and that there is some participation in dynamic pricing at the
retail level. To encourage this expansion to all states and some adoption of dynamic pricing, FERC staff
recommends that:

o (Coordinated national and local education efforts should be undertaken to foster customer
awareness and understanding of demand response, AMI and dynamic pricing.

e Information on program design, implementation and evaluation of these “best practices”
programs should be widely shared with other utilities and state and local regulators.

e Demand response programs at the wholesale and retail level should be coordinated so that
wholesale and retail market prices are consistent, possibly through the NARUC-FERC
Collaborative Dialogue on Demand Response process.

e Both energy efficiency and demand response principles should be included and coordinated in
education programs and action plans, to broaden consumers’ and decision makers’ understanding,
improve results and use program resources effectively.

e Expanded demand response programs should be implemented nationwide, where cost-effective.

e Technical business practice standards for evaluating, measuring and verifying energy savings and
peak demand reduction in the wholesale and retail electric markets should be developed.

1 On a separate track FERC issued the Wholesale Competition Final Rule, which recognized the importance of demand response
in ensuring just and reasonable wholesale prices and reliable grid operations. As part of the Final Rule, FERC required all
RTOs and 1SOs to study whether further reforms were necessary to eliminate barriers to comparable treatment of demand
response in organized markets, among other things. Most RTOs and ISOs submitted filings that identified the particular
barriers and possible reforms for their specific markets. Wholesale Competition in Regions with Organized Electric Markets,
Order No. 719, 73 Fed. Reg. 64, 100 (Oct. 28, 2008), FERC Stats. & Regs. 1 61,071 (2008).

12 See definition of “best practices” at note 7.
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e Open standards for communications and data exchange between meters, demand response
technologies and appliances should be encouraged and supported, particularly the efforts of the
National Institute of Standards and Technology to develop interoperability standards for smart
grid devices and systems.

o Cost-effectiveness tools should be developed or revised to account for many of the new
environmental challenges facing states and the nation, and to reflect the existence of wholesale
energy and capacity markets in many regions.

o Regulators and legislators should clearly articulate the expected role of demand response to allow
utilities and others to 1) plan for and include demand response in operational and long-term
planning, and 2) recover associated costs.

The Achievable Participation and Full Participation scenarios estimate that the largest demand response
would take place if advanced metering infrastructure were universally deployed and consumers respond
to dynamic pricing. The Achievable Participation scenario is realized if all customers have dynamic
pricing tariffs as their default tariff and 60 to 75 percent of customers adopt this default tariff, while the
Full Participation scenario is based on all consumers responding to dynamic prices. For this to occur, in
addition to the recommendations above,

e Dynamic pricing tariffs should be implemented nationwide.

e Information on AMI technology and its costs and operational, market and consumer benefits
should be widely shared with utilities and state and local regulators.

o (Qrants, tax credits and other funding for research into the cost and interoperability issues
surrounding advanced metering infrastructure and enabling technologies should be considered, as
appropriate.

e Expanded and comprehensive efforts to educate consumers about the advantages of AMI and
dynamic pricing should be undertaken.

The Full Participation scenario is dependent upon removal of limitations to market acceptance through
implementation of these recommendations, and all customers must be able to respond under dynamic
pricing.

FERC is required by Section 529 of EISA 2007, within one year of completing this Assessment, to
complete a National Action Plan on Demand Response. The Action Plan will be guided in part by the
results of this Assessment.
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CHAPTER I. PURPOSE OF THE REPORT

Introduction

This report fulfills the requirements of the Energy Independence and Security Act of 2007 (EISA 2007) to
conduct a national assessment of demand response (“the Assessment”) using a state-by-state approach.
As required by the EISA 2007, the analysis examines the potential for demand response over a ten year
forecast horizon, with 2010 being the first year of the forecast and 2019 being the final year. In addition,
the report identifies the barriers to achieving demand response potential, as required in EISA 2007. The
work has been informed by preexisting research on the topic. The analysis concludes with policy
recommendations by Federal Energy Regulatory Commission (FERC) staff for ways to overcome the
barriers to demand response. FERC has commissioned The Brattle Group, along with Freeman, Sullivan
& Co. and Global Energy Partners LLC to conduct this analysis.

As used in this report, the term demand response is defined as follows:

Changes in electric usage by end-use customers from their normal consumption patterns in
response to changes in the price of electricity over time, or to incentive payments designed to
induce lower electricity use at times of high wholesale market prices or when system reliability is
jeopardized.

The Assessment quantiﬁes demand response potential for four scenarios, each designed to answer a
different question:

e Business-as-Usual Scenario (“BAU”): What will demand response and peak demand be in five
and ten years?

o Expanded BAU Scenario (“EBAU”): What will demand response and peak demand be in five
and ten years if the current mix of demand response programs is expanded to all states and
achieves “best practices” levels of participation, and there are modest amounts of pricing
programs and advanced metering infrastructure (AMI)" deployment?

e Achievable Participation Scenario (“AP”): What is the potential for demand response and peak
demand in five and ten years if AMI is universally deployed, dynamic pricing is the default tariff,
and other programs are available to those who decide to opt out of dynamic pricing?

e Full Participation Scenario (“FP”): What is the total potential amount of cost-effective demand
response that could be achieved in five and ten years?

Comparing and contrasting the results for these four scenarios can answer a number of important
questions. For example, the difference between the BAU scenario and the FP scenario reveals the “gap”
between what is being achieved today through demand response and what could economically be realized
in the future if the barriers are removed. Similarly, the difference between the EBAU and AP scenarios
reveals the additional amount of demand response that could be achieved if policies shifted to an
approach that relies on both economic and reliability based programs.

'3 U.S. Department of Energy, Benefits of Demand Response in Electricity Markets and Recommendations for Achieving Them: A
Report to the United States Congress Pursuant to Section 1252 of the Energy Policy Act of 2005, February, 2006.

 For more detail on the assumptions behind these scenarios, see Chapter V.

5 A system including measurement devices and a communication network, public and/or private, that records customer
consumption, and possibly other parameters, hourly or more frequently and that provides for daily or more frequent transmittal
of measurements to a central collection point. AMI has the capability to provide customers with price information, allowing
them to respond to dynamic or changing prices.
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The study also provides insight regarding regional differences in demand response potential. The state-
level nature of the analysis allows for comparisons across different regions of the U.S. to identify areas
where there is opportunity for substantial growth and adoption of demand response. Comparisons can
also be made across various program types - dynamic pricing with and without enabling technologies,
direct load control, interruptible tariffs, and other types of demand response programs such as capacity
bidding and demand bidding — to identify those programs with the most participation today and those
with the most room for growth.

It is important to note that the results of the four scenarios are in fact estimates of potential, rather than
projections of what is likely to occur. The numbers reported in this study should be interpreted as the
amount of demand response that could potentially be achieved under a variety of assumptions about the
types of programs pursued, market acceptance of the programs, and the overall cost-effectiveness of the
programs. This report does not advocate what programs/measures should be adopted/implemented by
regulators; it only sets forth estimates should certain things occur.

As such, the estimates of potential in this report should not be interpreted as targets, goals, or
requirements for individual states or utilities. However, by quantifying potential opportunities that exist
in each state, these estimates can serve as a reference for understanding the various pathways for pursuing
increased levels of demand response.

As with any model-based analysis in economics, the estimates in this Assessment are subject to a number
of uncertainties, most of them arising from limitations in the data that are used to estimate the model
parameters. Demand response studies performed with accurate utility data have had error ranges of up to
ten percent of the estimated response per participating customer. In this analysis, the use of largely
publicly-available, secondary data sources makes it likely that the error range for any particular estimate
in each of the scenarios studied is larger, perhaps as high as twenty percent.*

The bottom-up, state-specific nature of the Assessment has led to a number of key developments which
will contribute to future research on the topic. Of primary importance is the development of a flexible,
user-friendly model for assessing demand response potential. The model is an Excel spreadsheet tool that
contains user friendly drop-down menus which allow users to easily change between demand response
potential scenarios, import default data for each state, and change input values on either a temporary basis
for use in “what if” exercises or on a permanent basis if better data are available.

Highlights of additional unique contributions are as follows:

o The Assessment is the first nationwide, bottom-up study of demand response potential using a
state-by-state approach. Previous national studies have taken a top-down approach and as a result
have not captured the varying regional effects of some of the key drivers of demand response
potential, such as market penetration of central air conditioning. Other studies have utilized a
bottom-up approach, but have been limited to specific geographical regions and do not allow for a
consistent comparison across all parts of the U.S.

e The Assessment led to the development of an internally consistent, state-by-state database
containing all inputs needed to do a bottom-up estimate of demand response potential.

e Normalized load shapes were developed for five sectors (Residential with central air
conditioning, Residential without central air conditioning, Small commercial and industrial,
Medium commercial and industrial, and Large commercial and industrial). Historical usage data
from twenty-one states and a newly-developed load shape estimation model created load shapes
for the other twenty-nine states.

% For example, an estimated demand response potential of 19 percent could reflect actual demand response potential ranging from
15 to 23 percent. See Chapter |l for a description of one source of error resulting from data limitations, and Appendix E for an
analysis of uncertainties arising from the study assumptions.
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e Price elasticities and impacts estimates from 15 dynamic pricing pilots were synthesized to
produce impacts estimates for each state. The impacts take into account differences in central air
conditioning (CAC) saturation for residential customers, climate, and the effect of enabling
technology.

o The Assessment led to the development of a comprehensive and thorough summary of barriers to
the achievement of demand response at the retail and wholesale level.

Structure of the Report

Chapter II of the Assessment identifies the key assumptions for each of the four demand response
scenarios, along with a brief justification for the definitions of the scenarios.

Chapter III provides a summary of the results, identifying important trends and insights at the national,
regional, and state levels.

Chapter IV is a qualitative discussion of future trends and opportunities for reducing peak demand,
particularly in light of recent developments in smart grid technology. Ideas for future research are also
recommended.

Chapter V provides more detail on how the results were developed. It includes a description of the
modeling methodology as well as a summary of the data development process. More detailed backup is
provided in Appendix D.

Chapter VI identifies existing barriers to demand response. These are barriers that are currently
contributing to the “gap” between the amount of demand response in place today and the potential
estimates that are described in this report.

Chapter VII concludes the report by presenting policy recommendations for addressing the demand
response barriers and moving closer to achieving the identified potential.

Contained in the appendices of this report are documents which support the findings and
recommendations of this Assessment.

Appendix A provides detailed information on the demand response potential projections for each
state.

Appendix B offers lessons learned in the development of the data used in this Assessment.
Appendix C provides detail on the analysis of barriers to achieving demand response potential.

Appendix D contains documentation of the database development process used to create the model
inputs for the report.

Appendix E is an uncertainty analysis, which represents the magnitude and impact of the uncertainty
related to the results of this Assessment.

Appendix F is the full text of the Energy Independence and Security Act of 2007, Section 529 which
applies to this Assessment.

Finally, Appendix G contains a glossary of terms.
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CHAPTER II.  KEY ASSUMPTIONS

This chapter identifies the key assumptions that are important for interpreting and understanding the
results of the Assessment. This includes the type of demand response programs that were included in the
Assessment, definition of the customer classes considered, and the key distinctions between the four
demand response scenarios. The purpose of this chapter is to provide context for the discussion of the
key results in Chapter III. For details on specific assumptions and their justification, as well as on
modeling methodology and data development, see Chapter V.

Customer Classes

Retail customers are divided into four segments based on common metering and tariff thresholds. Much
of the data used in this Assessment was segmented in this way.

e Residential: includes all residential customers.

e Small commercial and industrial: commercial and industrial customers with summer peak
demand '’ less than 20 kilowatts (kW).

e Medium commercial and industrial: commercial and industrial customers with summer peak
demand between 20 and 200 kW.

e Large commercial and industrial: commercial and industrial customers with summer peak
demand greater than 200 kW. "

Demand Response Program Types

The analysis includes five types of demand response programs: dynamic pricing without enabling
technology, dynamic pricing with enabling technology, direct load control, interruptible tariffs, and
“other” demand response programs such as capacity/demand bidding and wholesale programs
administered by Independent System Operators (ISOs) and Regional Transmission Operators (RTOs).
These demand response program categories are defined below.

Dynamic pricing without enabling technology: Dynamic pricing refers to the family of rates that offer
customers time-varying electricity prices on a day-ahead or real-time basis. Prices are higher during peak
periods to reflect the higher-than-average cost of providing electricity during those times, and lower
during off peak periods, when it is cheaper to provide the electricity. The rates are dynamic in the sense
that prices change in response to events such as high-priced hours, unexpectedly hot days, or reliability
conditions."” Customers respond to the higher peak prices by manually curtailing various end-uses. For
example, residential customers might turn up the set-point on their central air conditioner or reschedule
their kitchen and laundry activities to avoid running their appliances during high priced hours. The higher

7 Summer peak demand is the customer's highest instantaneous level of consumption during the summer season.

'8 There is some justification for further dividing this class to separately analyze very large C&l customers (i.e. with peak demand
greater than 1 MW), as these customers would behave differently and potentially be eligible for different demand response
programs. However, this group of customers is heterogeneous in size, end-uses, and consumption patterns. To separately
analyze them is very challenging from a data perspective and is an area where further research could lead to additional
valuable insights.

% This definition excludes time-of-use (TOU) rates. TOU rates, in which prices typically vary by rate period, day of week and
season, have higher prices during all peak rate periods and lower prices during all off-peak rate periods. They have not been
included in the portfolio of demand response options because they are static rates and do not provide a dynamic price signal to
customers that can be used to respond to unexpectedly high-priced days or reliability events. Other forms of dynamic pricing
include critical peak pricing, in which the prices on certain days are known ahead of time, but the days on which those prices
occur are not known until the day before or day of, and real time pricing, in which prices in effect in each hour are not known
ahead of time.
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priced peak hours are accompanied by lower priced off-peak hours, providing customers with the
opportunity to reduce their electricity bills through these actions.

Examples of dynamic rates include critical peak pricing, peak time rebates, and real-time pricing. Peak
time rebate is different than critical peak pricing and real-time pricing rates in that rather than charging a
higher price during critical events, customers are provided a rebate for reductions in consumption. The
analysis assumes that advanced metering infrastructure (AMI) must be in place to offer any of these rates.
AMI includes “smart meters” that have the capability to measure customer usage over short intervals of
time (often 15 minutes), as opposed to many conventional meters that are read manually on a monthly
basis.

Dynamic pricing with enabling technology: This program is similar to the previously described dynamic
pricing program, but customers are also equipped with devices that automatically reduce consumption
during high priced hours. For Residential and Small and Medium commercial and industrial customers,
the automated technology (known as a programmable communicating thermostat) adjusts air conditioning
energy use where such devices are determined to be cost-effective. Lar%e commercial and industrial
customers are assumed to be equipped with automated demand response™ systems, which coordinate
reductions at multiple end-uses within the facility.

Direct load control (DLC): Customer end uses are directly controlled by the utility and are shut down or
moved to a lower consumption level during events such as an operating reserve shortage. For residential
customers, an air-conditioning DLC program is modeled.” Direct control of other residential end uses,
such as water heating, was not included.” Non-residential DLC programs include air-conditional load
control as well, but could also include other forms of DLC in some states, such as irrigation control.

Interruptible tariffs: Customers agree to reduce consumption to a pre-specified level, or by a pre-
specified amount, during system reliability problems in return for an incentive payment of some form.
The programs are generally only available for Medium and Large commercial and industrial customers.

Other DR programs: The Other DR category includes programs primarily available to Medium and Large
commercial and industrial customers such as capacity bidding, demand bidding, and other aggregator
offerings, whether operated by an ISO, RTO, or a utility in an area without an ISO or RTO. This category
also includes demand response being bid into capacity markets. Some of these programs are primarily
price-triggered while others are triggered based on reliability conditions.

We have excluded certain options from the scope of our study that are sometimes included in the
definition of demand response. These include static time-of-use (TOU) rates, back up generation,
permanent load shifting and plug-in hybrid vehicles (PHEVs). The reasons are briefly described below.

Often, demand response studies will include the impacts of all rates that are “time varying.” Time
varying rates typically are structured such that customers are offered higher prices during peak periods
when demand for electricity is at its highest. This higher peak price is accompanied by a discounted,
lower price during the remaining hours. By providing customers with rates that more accurately reflect
the true cost of providing electricity over the course of the day, customers have an incentive to shift load
from the peak period to the off-peak period, thus reducing the overall cost of providing electricity.”

Within the family of time-varying rates, there is a distinction between rates that are “static” and those that
are “dynamic.” For dynamic rates, as described previously, the peak period price can be triggered to

% Automated demand response is a communications infrastructure that provides the owner of the system with electronic signals that
communicate with the facility’s energy management control system to coordinate load reductions at multiple end-uses.

! Such DLC programs could be based on a programmable communicating thermostat or a conventional “switch” that cycles the air
conditioner. For the purposes of this analysis, a switch is the basis for the DLC program.

% These other forms of DLC were excluded because they represent a fairly small share of aggregate DLC program impacts and the
state-level appliance saturation data necessary to conduct such an analysis was not readily available.

2 Alternatively, a rebate could be offered for consumption curtailment during peak periods.

22 A National Assessment of Demand Response Potential



Chapter II — Key Assumptions

target specific system events, such as high-priced hours, unexpectedly hot days, or reliability conditions.
Customers are typically notified of the higher peak period price on a day-ahead or day-of basis. Static
rates, on the other hand, do not have this feature and instead use fixed peak and off-peak prices that do not
change regardless of system conditions. TOU rates fall under this category of static time-varying rates.
While TOU rates provide incentive to permanently shift load from peak periods to off-peak periods, they
do not have the flexibility to allow for an increase in response on short notice.

In addition, in many parts of the country TOU rates have been in place for decades and as a result their
impacts are already factored into the reference load forecast. Further, FERC’s Demand Response Survey
database™ impact estimates are not available for many TOU rates. It is for these reasons that TOU rates
were excluded from the analysis.

Programs that specifically target back-up generation were excluded as well. However, if back-up
generation as a technology underlies demand response for a more general program, that program was
included.  Additionally, permanent load shifting was excluded because it cannot be dispatched
dynamically to meet system requirements. It is analogous to energy efficiency, which is also excluded
from the scope of this report. Finally, we have excluded PHEVs because there is insufficient data to
analyze their impacts and because, given the current absence of significant market penetration of PHEVs,
their impact over the 10 year analysis horizon will likely be small.

Demand Response Scenarios

Four scenarios have been considered in this analysis. The first, Business-as-Usual, is simply a measure of
existing demand response resources and planned growth in these resources. The other three scenarios are
measurements of demand response potential under varying assumptions. All three of the demand
response potential scenarios are limited only to cost-effective demand response programs, meaning that
the net present value of the benefits of a given program exceeds the costs.”

Business-as-Usual (BAU) is an estimate of demand response if current and planned demand response
stays constant. This scenario is intended to reflect the continuation of current programs and tariffs. In
most instances, growth in program impacts is not modeled, although where information is available that
explicitly states likely growth projections, that information has been included. The value in this scenario
is that it serves as the starting point against which to benchmark the three other demand response potential
scenarios.

Expanded BAU (EBAU) is an estimate of demand response if the current mix of demand response
programs is expanded to all states and achieves “best practices” levels of participation, along with a
modest amount of demand response from pricing programs and AMI deployment.” The key assumption
driving participation in the non-pricing programs is that all programs achieve participation rates that are
representative of “best practices.” This scenario provides insight regarding what could be achieved
through more aggressive pursuit of programs that exist today. However, it does not account for those
programs that are not heavily pursued today but have significant potential, such as residential dynamic
pricing.

Achievable Participation (AP) is an estimate of demand response if AMI is universally deployed,
dynamic pricing is the default tariff, and other programs are available to those who decide not to enroll in

2 Available at http://www.ferc.gov/industries/electric/indus-act/demand-response/2008/survey.asp

% For the purposes of this Assessment, the Total Resource Cost (TRC) test is used. More information on the cost-effectiveness
screening is provided in Chapter V.

% For purposes of this Assessment, “best practices” refers only to high rates of participation in demand response programs, not to a
specific demand response goal nor the endorsement of a particular program design or implementation. The best practice
participation rate is equal to the 75" percentile of ranked participation rates of existing programs of the same type and
customer class. For example, the best practice participation rate for Large Commercial & Industrial customers on interruptible
tariffs is 17% (as shown in Table 5). See Chapter V for a full description.
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dynamic pricing. Customer participation rates were developed to reflect the reality that not all customers
will participate in demand response programs. In this scenario, participation in dynamic pricing programs
is not limited as it is in the EBAU scenario, and all demand response programs can be equally pursued.
This scenario considers the potential inherent in all available demand response programs while restricting

the total potential estimate to maximum participation levels that could likely be achieved in reality.

Full Participation (FP) is an estimate of the total amount of cost-effective demand response.

This

scenario assumes that there are no regulatory or market barriers and that all customers will participate.
The value of this scenario is that it quantifies the upper-bound on demand response under the assumptions
and conditions modeled in this Assessment.*

Comparing the Key Scenario Assumptions

The four scenarios are differentiated by a set of distinguishing assumptions. The differentiation is driven

mostly by assumptions about pricing programs. Table 1 summarizes these key differences.

Table 1: Key Differences in Scenario Assumptions

Assumption Business-as-Usual Sl AEIEELD 2l
P BAU Participation Participation
AMI deployment Partial Deployment | Partial deployment | Full deployment Full deployment
oy . Universal
Dynamic pricing participation (of eligible) Today's level Voluntary (opt-in); Default (opt-out); (mandatory);
5% 60% to 75%
100%
Eligible customers offered enabling tech None None 95% 100%
:Eellcgr:ble customers accepting enabling None None 60% 100%
Basis for non-pricing participation rate Today's level Best p_ract|ces Best p_ract|ces Best pracuces
estimate estimate estimate

In the Full Participation and Achievable Participation scenarios, AMI is assumed to reach 100 percent
deployment in all states by 2019. In the EBAU scenario, only partial deployment of AMI is achieved,
depending on the current status of utility deployment plans in each state. This is consistent with the
definition of the EBAU scenario as focusing heavily on non-pricing demand response programs, which do
not require AMI for operation. By 2019, in the EBAU scenario, AMI market penetration ranges from 20
percent to 100 percent with a national average of about 40 percent. The BAU scenario assumes the
existence only of those AMI systems that are in place today or for which plans for deployment have been
announced.

Dynamic pricing is assumed to be widely available in the AP and FP scenarios. In the FP scenario, it is
the only rate that is offered to customers. In the AP scenario, dynamic pricing is offered on a default
basis, meaning that all customers are enrolled in a dynamic rate but they can “opt out” to a different rate
type. Forty percent of Medium and Large commercial and industrial customers are assumed to opt out of
the dynamic rate, as are 25 percent of Residential and Small commercial and industrial customers.” The
EBAU scenario assumes a minimal amount of participation in dynamic pricing, with the rate being

z Technologies not modeled in the Assessement also have the potential to reduce demand. These include emerging smart grid
technologies, distributed energy resources, targeted energy efficiency programs, and technology-enabled demand response
programs with the capability of providing ancillary services in wholesale markets (and increasing electric system flexibility to
help accommodate variable resources such as wind generation.) However, these were not included in this Assessment
because there is not yet sufficient experience with these resources to meaningfully estimate their potential.

% For details on the basis for these assumptions, see Chapter V.
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offered on a voluntary (opt-in) basis and only five percent of the customers in each customer class
choosing to enroll.”

Another significant driver of the difference between the three demand response potential scenarios is the
share of customers equipped with enabling technologies. Customers with enabling technology are a
subset of those enrolled in dynamic pricing. In addition to being enrolled in dynamic pricing, for a
customer to be equipped with enabling technology in a given scenario it must meet three criteria. It must
first have load that is suitable for the technology,” then it must be offered the technology, and finally it
must accept the technology.

In the FP scenario, all eligible customers with load suitable for the technology are assumed to be offered
the technology where it is cost-effective. Further, all of the customers who are offered the technology are
assumed to accept it. In the AP scenario, acceptance rates for both the utility and the customer reflect the
reality that the equipment will not be utilized in all instances where it makes economic sense to do so. In
this scenario, 95 percent of eligible customers are offered the technology and 60 percent of eligible
customers who are offered the technology accept it. Enabling technologies are not part of the EBAU or
BAU scenarios. These market acceptance rates are largely assumption-driven for the purposes of
defining the scenarios. Given the illustrative nature of these assumptions, they are ideal candidates for an
uncertainty analysis.

Participation rates in the non-dynamic pricing programs (DLC, interruptible tariffs, and Other DR) are
determined using estimates of ‘“best practices” developed using survey data from FERC’s 2008
Assessment of Demand Response and Smart Metering. These participation rates are held constant on a
percentage basis across all three scenarios and are applied to the segment of the population that is not
participating in dynamic pricing. Thus, the major difference between the scenarios is that the
participation rates are applied to a different population of eligible customers. More details on the
development of the final participation rates are provided in Chapter V.

In most studies of demand response, data from multiple data sources must be brought together and
reconciled to create a coherent and internally consistent picture. That is especially true of this study,
where multiple scenarios of demand response potential have been created for the fifty states and the
District of Columbia. In the construction of the BAU scenario, the Assessment has relied on a top-down
approach that yields aggregate impacts of demand response potential. The main data source has been the
FERC demand response survey. The construction of the other three scenarios has relied on a bottom-up
approach that expresses demand response potential as the product of existing peak-demand, percent drop
in load per participating customer and number of participating customers. In most cases, the assumptions
underlying these other scenarios are consistent with the data underlying the BAU scenario.

However, in a few cases where the BAU numbers are a high proportion of the peak demand forecast,
intrinsic discrepancies between the bottom-up and top-down approaches have prevented a complete
reconciliation of the data from different sources. Empirically, the effect of these discrepancies is likely to
be very small in magnitude and confined to small states with large amounts of existing demand response.
In these states, the demand response potential may be slightly overstated, by not more than a percentage
point or so. For the majority of states in the Assessment, the impact would be negligible and is dwarfed
by other uncertainties in factors such as the peak load forecast, the per-customer impact of specific
demand response programs and projections of the number of participating customers. In the future, this
discrepancy could be reduced with more-detailed survey data to support the BAU scenario. FERC staff is
evaluating changes to its survey methodology with this objective in mind. Also, the North American
Electric Reliability Corporation (NERC) has designed and is refining a systematic approach to collecting
demand response data that will contribute to the accuracy and usefulness of future analyses.®

 For programs in states where enroliment is already greater than five percent, the existing participation rate overrides this value.

° For example, for residential customers, only those with central air conditioning would be eligible for a programmable
communicating thermostat since it specifically applies to air conditioning load. This assumption does not vary across scenarios
but does vary across customer classes and states.

* See NERC, Demand Response Data Availability System (DADS) Preliminary Report, Phase I&ll, June 3, 2009.
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CHAPTER III.  KEY RESULTS

This chapter summarizes the key results of the Assessment, identifies important trends in the findings,
and compares demand response potential across scenarios, classes, program types, and regions. These
findings are summarized for the U.S. as a whole, at the Census Division level, and at the state level.

National Results

A comparison of the demand response estimates under the four scenarios illustrates the potential impact
of demand response on peak demand over the analysis horizon. This is illustrated in Figure 1. For the
purposes of this Assessment, 2009 is considered to be the base year, and 2010 through 2019 is considered
to be the analysis horizon.

Figure 1: U.S. Summer Peak Demand Forecast by Scenario
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The black line represents a U.S. peak demand forecast that does not include any demand response, as
provided by the North American Electric Reliability Corporation (NERC).” Peak demand begins at
about 810 GW in 2009 and grows at an average annual growth rate (AAGR) of 1.7 percent, reaching
slightly more than 950 GW by 2019. Peak demand in the BAU scenario grows at a very similar rate, but
is lower overall. The reduction in peak demand under BAU, relative to the NERC forecast without
demand response, is 37 GW in 2009 and 38 GW by 2019, representing a four percent reduction in peak
demand. The EBAU demand response scenario produces a peak demand estimate that grows at an
AAGR of 1.3 percent per year as a result of further reduction in peak demand of 82 GW, or nine percent,
by 2019. The AP scenario produces even larger reductions in peak demand, reducing the AAGR to 0.6

* The “No DR (NERC)” baseline is derived from NERC data for total summer demand, which excludes the effects of demand
response but includes the effects of energy efficiency. 2008 Long Term Reliability Assessment, p. 66 note 117; data at
http://lwww.nerc.com/fileUploads/File/ESD/ds.xls. http://www.nerc.com/page.php?cid=4|38|41
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percent by reducing the peak by 138 GW, or 14 percent, by 2019. The FP scenario produces the largest
reductions. Under this scenario, peak demand growth is approximately zero, and by 2019 would be 188
GW (20 percent) less than if there were no demand response programs in place.®

The peak demand reduction estimates under the three demand response potential scenarios show a dip
between 2010 and 2013, after which the reductions increase at varying rates. This pattern is a result of
the assumed market penetration schedule of new demand response programs. For the traditional
programs (i.e. direct load control, interruptible and curtailable, and RTO-sponsored), states are assumed
to ramp-up to final participation rates over the five year period between 2009 and 2014 in an “S-shaped
curve.” In other words, between 2009 and 2010, these programs experience relatively little incremental
growth and the growth in peak demand is greater than the growth in demand response reductions. Then,
between 2010 and 2013, the incremental increase in demand response is much higher, resulting in
negative peak load growth during those years. After that, the incremental increase is smaller and the new
programs mature and reach full participation (as a percentage of total customers) by 2015. Further, the
effect of dynamic pricing over time is dependent on AMI market penetration, which increases throughout
the forecast horizon. The more aggressive AMI deployment assumption in the AP and FP scenarios
explains why demand response increases more significantly in the later years of those scenarios.

Figure 2: U.S Demand Response Potential by Program Type (2019)
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It is interesting to compare the relative impacts of the four scenarios. Moving from the BAU scenario to
the EBAU scenario, the peak demand reduction in 2019 is more than twice as large. This difference is
attributable to the incremental potential for aggressively pursuing non-pricing programs in states that have
little or no existing participation. However, more demand response can be achieved beyond these non-
pricing programs. By also pursuing dynamic pricing the potential impact could further be increased by 68
percent, the difference between the AP scenario and the EBAU scenario. Removing the assumed
limitations on market acceptance of demand response programs and technologies would result in an

* This study assumes demand response occurs for four hours a day during the 15 highest load days of the year. Thus it reduces
peak demand, but not necessarily demand in other (non-peak) times, and it may not reduce overall load growth in proportion to
the reduction in peak demand.
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additional 36 percent increase in demand response potential (the difference between the AP and FP
Scenarios). A conclusion of this Assessment is that at the national level, the largest gains in demand
response impacts can be made through pricing programs, particularly when offered with enabling
technologies. This is more pronounced in the FP scenario, where roughly 70 percent of the impacts come
from pricing programs. These findings are presented in Figure 2.

Just as demand response programs contribute to total demand response potential in varying degrees, so do
the customer segments. Today, the majority of demand response comes from Large commercial and
industrial customers, primarily through interruptible tariffs and capacity and demand bidding programs.
However, it is the residential class that represents most untapped potential for demand response. As seen
below, the impacts from this class drive the major differences in the demand response potential scenarios.
Based on the assumptions underlying this study, residential customers provide the greatest per-customer
impacts from pricing programs. While residential customers provide only roughly 17 percent of today’s
demand response potential, in the AP scenario they provide over 45 percent of the potential impacts. This
is illustrated in Figure 3.

Figure 3: U.S. Demand Response Potential by Class (2019)
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Regional Results

Figure 4: The Nine Census Divisions
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scenario is provided in Figure 5.

Figure 5: Demand Response Potential by Census Division (2019)
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The largest existing (BAU) impacts are in regions with both wholesale demand response programs and
utility/load serving entity programs. Thus, New England and the Middle Atlantic have the highest
estimates for the BAU scenario, with New England reporting to have the ability to reduce nearly 10
percent of peak demand through demand response programs. Regions without significant wholesale
organized markets demand response activity and relatively small existing programs, such as the West
South Central and Mountain Divisions, have lower BAU estimates.

Central air conditioning saturation plays a key role in determining the magnitude of AP and FP demand
response potential. Hotter regions with high central air conditioning saturations, such as the South
Atlantic, Mountain, East South Central, and West South Central Divisions could achieve greater average
per-customer impacts from DLC and dynamic pricing programs. As a result, these regions tend to have
larger overall potential under the AP and FP scenarios where dynamic pricing plays a more significant
role than in the EBAU scenario.

Demand response potential in the EBAU scenario is driven partly by the customer mix in a given region.
Specifically, regions with a higher share of load in the Large commercial and industrial sector will tend to
have larger potential under this scenario. By definition, the EBAU scenario focuses on programs, such as
interruptible tariffs and Other DR, that are geared toward these customers. Large commercial and
industrial customers participating in these programs tend to produce large peak reductions, so regions
with more load in the commercial and industrial class have higher potential. This potential will partly be
determined by the average per-customer impacts that have been reported for these programs in each state.
Those states reporting very high impacts will demonstrate the most potential.

The cost-effectiveness of enabling technologies also plays a role in driving regional differences in
demand response potential. Due to lower per-customer air conditioning loads in the Pacific, New
England, and Middle Atlantic Divisions, the benefits of the incremental peak reductions from enabling
technologies do not outweigh the cost of the devices, and several states in these regions do not pass the
cost-effectiveness screen.” As a result, in these states the impacts from dynamic pricing are only a
function of manual customer response and are lower than in states where customers would be equipped
with the technologies. This also applies to the cost-effectiveness of DLC programs, although these
programs are found to be cost-effective for customer classes in most states.

It is interesting to quantify the “demand response gap” between the BAU scenario and the FP scenario.
This gap represents the difference between what the region is achieving today and what it could achieve if
all cost-effective demand response options were deployed. It is not necessarily the regions with the
highest FP potential that have the largest demand response gap. Generally, regions in the western and
northeastern U.S. tend to be the closest to achieving the full potential for demand response, with the
Pacific, Middle Atlantic, and New England regions all having demand response gaps less than or equal to
12 percent. Other regions are significantly farther from achieving the full potential for demand response,
falling short of FP potential by as much as 20 percent of peak demand.

State-level Results

At the most granular level, demand response potential was estimated for each of the fifty states and the
District of Columbia. Across the states, there is significant variation in both existing demand response
impacts and in the potential for new demand response. This variation can be seen in a comparison of the
distribution of impacts across the states for the four scenarios, as provided in Figure 6.

% For more information on the cost-effectiveness analysis, see Chapter V and Appendix D.
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Figure 6: Comparison of Demand Response Impact Distribution across States

There is the least variation in impacts in the BAU scenario. In this scenario, demand response reductions
are generally clustered between zero and five percent, with half of the state reductions being three percent
or less. There are a few states that have reported the ability to achieve peak reductions greater than or
equal to 10 percent today. These states are generally in the New England and Middle Atlantic regions
and are reporting significant demand response enrollment by large commercial and industrial customers
in wholesale demand response programs. The presence of strong wholesale programs plays a very
significant role in the amount of existing demand response potential.

State-level impacts in the EBAU demand response scenario increase significantly relative to the BAU
scenario. In Figure 6, this is shown by the rightward shift of the green bars along the horizontal axis
relative to the red bars. In this scenario, the median demand response reduction is nine percent, while the
range of the potential impacts is between two and 18 percent.

The AP impacts further shift to the right, with a median impact of 14 percent and a range of impacts from
five percent up to 23 percent. The FP potential presents the widest distribution of potential impacts,
ranging from seven percent to 31 percent and a median of 17 percent. This widening of the distribution
across the scenarios is attributable to the increasingly important role of state-specific end-use
characteristics such as central air conditioning saturation. To fully interpret the state-level impacts, it is
necessary to consider some case studies in more detail. These are presented in the following section.

State Case Studies

To illustrate the details of the demand response potential estimations at the state level, it is helpful to walk
through case studies of a few states that are distinctly different from each other yet generally
representative of a larger group of states. Three such states have been selected: Georgia, Connecticut,
and Washington. Georgia has existing demand response and some AMI in place and is not a member of
an ISO/RTO while Connecticut has a significant amount of existing demand response, particularly in
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ISO/RTO programs. Washington, on the other hand, has essentially no existing demand response. It is a
region that historically has had a large amount of hydropower capacity and as a result has been energy
constrained but not capacity constrained.” Washington also has low central air conditioning saturation,
limiting the potential for future growth in demand response in this analysis.

Case Study #1: Georgia

Today, Georgia’s level of demand response is similar to the national average. The majority of peak
impacts come from one of the nation’s largest real-time pricing programs for Large commercial and
industrial customers, as well as an interruptible tariff. Some additional impacts come from Residential
and Small commercial and industrial DLC programs. In total Georgia is achieving a peak demand
reduction of roughly 1.2 GW, or about 3.4 percent of the projected 2019 peak demand for Georgia of 34.7
GW.

In the EBAU scenario (Figure 7), participation in existing programs increases and new, primarily non-
pricing programs are added. Significant growth takes place in the residential DLC program due to
Georgia’s high central air conditioning saturation rate of 82 percent. Medium and Large commercial and
industrial customers are assumed to participate in a new capacity/demand bidding type of program (Other
DR)* and a small amount of peak reduction could come from Small commercial and industrial DLC as
well. Participation in these programs is assumed to achieve “best practices” levels that are the 75th
percentile of participation rates in existing programs.

Pricing impacts remain significant in the existing Large commercial and industrial program, but under the
EBAU scenario assumptions of a mild, voluntary rate offering, they do not play a significant role for the
other customer classes. Relative to the BAU scenario, total impacts grow from 1.2 GW to 4.2 GW, or
from 3.4 percent of peak demand to 12 percent.

Figure 7: Georgia BAU and EBAU Peak Demand Reduction in 2019
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* In other words, hydropower resources can be ramped up to meet peak demands for a few hours but there are seasonal limits on
energy production.

Outside of RTO markets, capacity payments could be set at avoided capacity cost levels or could be negotiated on a case-by
case basis with demand response providers.

36
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Georgia’s high residential central air conditioning saturation means that average per-customer impacts
from dynamic pricing will be significant. As a result, in the AP scenario (Figure 8) impacts for the
residential class increase under the assumption that dynamic pricing is offered as the default (opt-out) rate
for all customers and 75 percent of the customers remain on the rate. A fraction of these customers (60
percent of those with central air conditioning) accept enabling technology — customers who, under the
EBAU scenario and in the absence of the availability of enabling technology might have chosen to enroll
in the DLC program. Additionally, of the customers who do not enroll in dynamic pricing, some are
assumed to instead enroll in the DLC program. Based on a high-level assessment of the cost effectiveness
of these programs, both were found to be economic for all customer classes in the state under the EBAU
scenario.

Interestingly, total impacts for the Large commercial and industrial class decrease in the AP scenario.
The reason for this is that some customers who would have enrolled in Other DR programs under the
EBAU scenario are instead assumed to have enrolled in dynamic pricing. The average per-customer peak
reductions in Other DR programs (40 percent reduction) are higher than those of dynamic pricing (seven
percent without enabling technology, 14 percent with enabling technology) and, as a result, the Large
commercial and industrial potential drops in the AP scenario.”™ While this defining assumption of the AP
scenario results in small impacts for the Large commercial and industrial class relative to the EBAU
scenario, demand response potential for the entire state is higher. In total, the AP scenario potential
system peak impacts increase to 6.4 GW, or 18 percent of peak demand.

Figure 8: Georgia BAU, EBAU, and AP Peak Demand Reduction in 2019
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By definition, impacts are largest for the FP scenario (Figure 9). All customers are enrolled in dynamic
pricing, with enabling technology being accepted by all customers. Customers currently enrolled in DLC
are assumed to remain in that program. Total Large commercial and industrial impacts drop relative to

%" Details on the cost effectiveness assessment are provided in Chapter V and Appendix D.

% 1t should be noted that the per-customer impacts from Other DR programs are based on the average of reported per-customer
impacts in the 2008 FERC Demand Response survey. It is possible that impacts of this magnitude would not be achieved on a
regular basis in practice and this is a topic that should be examined further.
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the AP scenario, as the remaining participants in the Other DR programs are assumed to participate in
dynamic pricing with enabling technology. However, on a system basis the total impacts increase to 8.5
GW, or 25 percent of peak demand in 2019. This is the total amount of cost-effective demand response
potential in the state under the assumptions of this scenario. For more information on Georgia, see
Appendix A.

Figure 9: Georgia Potential Peak Demand Reduction in All Scenarios, 2019
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Case Study #2: Connecticut

Relative to Georgia, Connecticut is currently achieving significantly greater peak reductions from demand
response on a percentage basis. In fact, Connecticut has one of the largest BAU demand response
estimates of this Assessment. Where Georgia was achieving a 3.4 percent reduction, Connecticut is
anticipating nearly a 13 percent reduction by 2019 in the BAU case. Much of this is due to large impacts
being reported through participation in the ISO New England Forward Capacity Market. For the purposes
of this Assessment, those impacts have been reported in the Other DR program category for Large
commercial and industrial customers. Utility demand bidding programs in Connecticut are included in
this category as well. The Other DR category represents nearly the entirety of the BAU peak reduction
potential of 1,369 MW, or 16 percent of peak demand.

The EBAU scenario (Figure 10) assumes that programs will be put in place for other customer classes as
well. DLC programs would increase demand response potential, although the low central air conditioning
load in the residential class means that the impacts are not as significant as were seen in Georgia. Some
additional Large commercial and industrial customers are assumed to participate in an interruptible tariff,
but participation in Other DR does not increase as it is already beyond the 75" percentile of existing
programs. (This study caps participation at the 75" percentile, unless participation in a program already
exceeds that). Therefore, the total impact increases relative to the BAU scenario, but not to the degree
that was seen in Georgia. Peak reduction potential increases from 1,369 MW to 1,798 MW or from 16
percent of peak demand to 21 percent.

Federal Energy Regulatory Commission 35



Chapter III - Key Results

Figure 10: Connecticut BAU and EBAU Peak Demand Reductions in 2019
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Inclusion of default dynamic pricing in the AP scenario (Figure 11) increases overall demand response
potential, but the incremental increase again is significantly smaller compared to Georgia. In the
residential sector, this is driven by the low central air conditioning saturation rate. For Large commercial
and industrial customers, existing participation in Other DR programs persists in the AP scenario impacts.
The customers currently enrolled in Other DR programs are assumed to remain on those programs rather
than enrolling in dynamic pricing. As a result, impacts from dynamic pricing are small but total impacts
for the class remain large. The small potential impacts from dynamic pricing are further amplified by the
fact that enabling technologies were not found to be cost-effective for Small and Large commercial and
industrial customers in Connecticut, and therefore were assumed not to be available to customers in these
classes. The end result is an increase in total demand response potential to 2181 MW, or 26 percent of
peak demand in 2019.
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Figure 11: Connecticut BAU, EBAU, and AP Peak Reductions in 2019
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Mandatory dynamic pricing further increases demand response potential in the FP scenario (Figure 12).
This is coupled with a higher assumed acceptance rate for enabling technologies across the customer
classes, and total demand response potential increases to 2,458 MW, or 29 percent of peak demand. The
fairly small incremental increase relative to the AP scenario is partly attributable to enabling technologies
not being cost effective for Small and Large commercial and industrial customers.

Relative to Georgia, the total potential for demand response is higher in Connecticut across the scenarios.
While most categories of demand response programs actually have a lower potential in Connecticut, the
presence of an ISO program that is reporting very large impacts makes for a higher overall potential
estimate. It is also interesting to note that the incremental increase in demand response potential relative
to the BAU scenario is smaller in Connecticut due to the large amount of existing demand response in the
state. One interpretation of this finding is that Connecticut is currently achieving more of its potential. In
other words, the “gap” between today’s impacts and the total amount that could be achieved is smaller. A
side-by-side comparison of all four scenarios is presented in Figure 12.
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Figure 12: Connecticut Potential Peak Demand Reduction in All Scenarios, 2019
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Case Study #3: Washington

In contrast to both Georgia and Connecticut, no impacts from existing demand response programs were
identified in the 2008 FERC survey for the state of Washington. This is generally a reflection of the state
of demand response in the Pacific Northwest. Historically, low energy prices and a surplus of hydro
capacity have made demand response seemingly less attractive in this region. However, as peak demand
continues to grow and constraints on the operation of hydro facilities become more restrictive™, utilities
in the region are beginning to take a more serious look at demand response as a resource option. "

For Washington, the EBAU scenario (Figure 13) represents the addition of an entirely new portfolio of
non-pricing demand response programs which are assumed to reach “best practices” levels for the U.S.
Dynamic pricing is included on a voluntary opt-in basis. Impacts are spread somewhat evenly across
DLC and interruptible tariffs, with the largest impacts coming from Other DR programs. Total demand
response potential for the scenario is 864 MW, or four percent of peak demand.

* Environmental constraints related to wildlife preservation have become more stringent.

“ For example, Bonneville Power Administration, the wholesale provider of electricity for the region, has recently begun to explore
opportunities to partner with its retail electric utility customers to integrate demand response into its portfolio of resource
options. Source: http://www.bpa.gov/Energy/N/utilities Sharing EE/Utility Brown Bag/pdf/120408DR_BrownBag.pdf
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Figure 13: Washington BAU and EBAU Peak Demand Reduction in 2019
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In the AP scenario (Figure 14), the inclusion of default dynamic pricing results in significantly higher
demand response potential, particularly in the residential class. Acceptance of enabling technology
replaces some of the participation in DLC in the EBAU scenario. As in the Georgia analysis, the Large
commercial and industrial impacts are lower in the AP scenario than in the EBAU scenario. The
explanation is the same in that the per-customer impacts of the new Other DR programs are larger than
those of the dynamic pricing programs, and the total class potential drops in the AP scenario as a result.
The total system demand response potential, however, increases to 2 GW, or nine percent of peak
demand.
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Figure 14: Washington BAU, EBAU, and AP Peak Reduction in 2019
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Demand response potential under the FP scenario is dominated by dynamic pricing with enabling
technology. Impacts from interruptible tariffs are still reported for some Medium and Large commercial
and industrial customers, as customers simultaneously enrolled in these programs might be expected to
provide larger reductions from the interruptible tariff. The FP potential for Washington is 2.8 GW, or 12
percent of peak demand. This is lower than that of Georgia or Connecticut, due to the lack of existing
demand response and the state’s low saturation of central air conditioning. Results are provided in Figure
15.

40 A National Assessment of Demand Response Potential



Chapter III - Key Results

Figure 15: Washington Potential Peak Demand Reduction in All Scenarios, 2019
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Summary of State Impacts

The previous three case studies demonstrate that each state has unique characteristics that will make its
demand response potential different from that of other states. A comparison across these case studies has
identified some of the key drivers of demand response potential. This includes:

e Central air conditioning saturation: High central air conditioning market penetration leads to
larger demand response potential, because customers with central air conditioning are more
responsive to dynamic pricing. Additionally, higher central air conditioning saturation means that
a larger share of the population is eligible to participate in DLC programs. This is evident when
contrasting residential demand response potential in Georgia and Connecticut.

o Cost-effectiveness: If a program does not pass the economic screen for a given customer class,
then it will not be offered to those customers and demand response potential will be lower as a
result. This was illustrated in Connecticut, where enabling technologies were not cost effective
for Large commercial and industrial customers, and their dynamic pricing potential was low as a
result.

e Customer mix: States with a higher concentration of load in the Residential and large
commercial and industrial classes will often have higher demand response potential, as these
classes tend to provide the largest per-customer peak reductions. A higher than average share of
peak demand in these customer classes drives the relatively high demand response potential seen
in Georgia.

e Regional price elasticity: Customers in the western U.S. have been found to be more price
responsive than customers east of the Rocky Mountains. This drives regional differences in
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dynamic pricing potential. In Washington, customers on dynamic pricing would potentially be
more responsive to dynamic pricing (on a percentage basis) than customers in more humid states
in the east due to the lower loss of comfort that they would experience when reducing air
conditioning load on hot summer days. "

Existing program impacts: States that are reporting above-average per-customer impacts from
non-pricing programs will tend to have higher total demand response potential in those programs.
In other words, it is assumed that as participation in the existing programs increases, customers
will continue to provide large impacts. Further, a high participation rate in existing programs will
contribute to higher overall demand response potential. In particular, the ability of demand
response to participate in wholesale markets increases demand response potential, as seen in the
Connecticut case study.

AMI deployment: To the extent that dynamic pricing contributes to demand response potential in
the EBAU scenario, its impact is limited by the final market penetration rate of AMI under the
partial deployment scenario. The rate at which AMI is deployed over time affects the amount of
dynamic pricing under all scenarios.

Demand response potentials were estimated for all 50 states and the District of Columbia. Figures 16
through 19 illustrate the potential of the ten states with the highest potential in 2019 and the ten states
with the lowest 2019 potential (based on the AP scenario). On a gigawatt basis, California, Florida and
Texas predominate because they have the highest peak demands. Ranked by demand response potential
as a fraction of peak demand, Connecticut, Maryland and Maine are highest; each has substantial amounts
of existing demand response, Maine has an above-average share of peak demand in the Large commercial
and industrial customer class, and Maryland has a relatively large amount of residential central air
conditioning.” There is a significant amount of variation across the states, both in terms of demand
response potential and the amount of demand response that exists today. Complete state results appear in
Appendix A.

Peak Demand Reduction Potential
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Figure 16: Top Ten States by Achievable Potential in 2019 (GW)

“! This is based on a survey of recent dynamic pricing pilots. More detail is provided in Appendix D.
“2 Maryland is also assigned a high price elasticity based on results of Baltimore Gas & Electric Company’s dynamic pricing pilot.

More detail is provided in Appendix D.
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Figure 17: Top Ten States by Achievable Potential in 2019 (% of Peak Demand)
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Figure 19: Bottom Ten States by Achievable Potential in 2019 (% of Peak Demand)

Benchmarking the Estimate for the Business-as-Usual Scenario

The estimate for the BAU scenario serves as the starting point for much of this analysis, so it must be
carefully validated through comparisons to other available data sources. Specifically, the 2008 BAU
estimate of 36.7 GW has been benchmarked against three recent estimates of existing demand response:

e 2008 FERC Assessment of Smart Metering and Demand Response (“2008 FERC Staff Report”);
e NERC 2008 Summer Reliability Assessment, and

e Data from the Energy Information Administration’s (EIA’s) Form-861 database. *

Figure 20 shows a comparison of the load reduction potential estimation for the BAU scenario with data
from the three other sources.

3 Table 9.2 ‘Demand Side Management Program Annual Effects by Program Category, 1996 through 2007’, which reports a
potential peak load reduction of 23.1 GW from load management programs offered by large utilities in 2007. This is based on
the EIA Form-861 reporting by utilities. http://www.eia.doe.gov/cneaf/electricity/epa/epaxlfile9 3.pdf
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Figure 20: Comparison of BAU Estimate to Other Data Sources (2008)
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Sources

The BAU scenario estimate in the present analysis is based on the 2008 FERC Demand Response Survey
Database which supports the staff report. The BAU potential estimate is lower than the 41 GW of
potential indicated in the Staff Report and excludes two categories of programs that were included in the
FERC analysis: ‘Time-Of-Use (TOU)’ rates and ‘Back-Up Generation’; and also excludes additional
state-specific adjustments (see Table 2). The reasons for excluding these three items from our BAU
estimation are as follows:

1. Time-Of-Use (TOU) rates: For the purposes of this analysis, it is recognized that TOU rates can lead
to significant reductions in peak demand. However, this generally happens through permanent load
shifting rather than through demand response with short response time. See the discussion in Chapter
II for more details on this exclusion.

2. Back-up generation: Programs that explicitly target back-up generation are not included in the BAU
estimation, as back-up generation is not considered to be a demand response option by itself. But,
back-up generation is included in cases where it is an underlying option in a general demand response
program.

3. State-specific adjustments: An additional adjustment was made for an outlier program that is likely
to have dramatically overstated impacts.*

“ In the 2008 FERC survey database, a Minnesota utility, Great River Energy, reported a load reduction potential of around 50% of
the total potential for the state. However, the EIA Form-861 database indicates that the summer peak load contribution from
this utility was 13% of the total summer peak load for the state. We therefore adjusted the load reduction potential reported by
this utility in the FERC survey database to represent approximately 13% of the total load reduction potential for the entire state.
This led to a reduction of 1.9 GW of potential for the State of Minnesota (ltem 3 in Table 2). This observation was confirmed
through a review of Electric Power Research Institute, “Energy Efficiency Potential Assessment for Great River Energy.” EPRI
Technical Report 100891, July 2003.
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Table 2. Explanation of Difference between FERC Staff Report and BAU Estimate
Potential load reduction
(GW)

2008 FERC Staff Report 41
1. TOU impacts -1.7
2. Backup generation -0.7
3. State-specific utility adjustment -1.9

BAU Estimate =36.7

The BAU scenario estimate is higher (by around 8 GW) than the amount of existing demand response
provided in the 2008 NERC Summer Reliability Assessment report.” This discrepancy is most likely due
to the fact that NERC’s assessment is primarily focused on ISO/RTO estimates for demand response
resource participation, while the BAU estimation based on FERC survey data was developed through a
bottom-up estimation approach through aggregated utility reporting on demand response programs.

Lastly, the BAU scenario estimate is also substantially higher than the EIA estimate (by roughly 14 GW).
This difference can be explained by the fact that the EIA estimate only includes data reported by large
utilities, which leads to the estimation of a lower level of load reduction potential.

*In its subsequent 2009 Summer Reliability Assessment Report (May 2009) NERC reports the demand response potential for
summer 2009 peak load reduction to be about 33 GW. This study estimates the BAU load reduction potential in 2009 to be
36.8 GW, higher by almost 3.8 GW than NERC's 2009 report.
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This report estimates the potential for demand response in the United States at the national, regional, and
state levels using four different definitions of potential. The four concepts of potential have been
estimated for five program types across four customer classes. It relies on readily available information
and data. As such, ideas and concepts that could not be quantified were excluded. This chapter briefly
addresses some of these non-quantifiable aspects of demand response and suggests the role they may play
in the future.

A wave of new technologies is emerging that falls under the broad rubric of the smart grid. At this point,
these technologies are too new for their likely market penetration or impact per participating customer to
be determined. These include advanced, grid-friendly appliances which communicate with each other
and whose operation can be managed remotely or locally by households through a digital home energy
management system. Early versions of these technologies have been shown to be very promising but also
very expensive in the California statewide pricing pilot and the Olympic Peninsula pilot. It is important
to keep an eye on the continued development, testing and consumer acceptance of these technologies.

Increasingly sophisticated in-home displays are being introduced that have the potential to reduce overall
energy consumption. Future versions will be able to estimate how much of the bill was spent on the
major end-uses, giving customers essential information to prioritizing their energy use during expensive
times. These devices have the potential for lowering customer peak demands, thereby contributing
indirectly to demand response. Some of these devices can work with time-of-use rates and future variants
will probably be able to work with dynamic pricing rates.

In a similar vein, new pricing designs continue to be developed that can enhance the appeal of dynamic
pricing to large numbers of customers by tailoring the risk-reward trade-off inherent in such rates to the
preferences of individual customers. For example, various types of real-time pricing products are under
consideration featuring either a two-part structure in which customer-specific baseline usage is priced at
the existing rate and only usage that deviates from the baseline is priced through real-time rates. Other
products are being introduced where customers buy a price-cap to insulate all their usage from excessive
levels of price volatility. Other examples include variable peak pricing rates under which prices on
critical days are not pre-specified but based on real-time costs in wholesale markets and dynamic pricing
rates where, for a fee, customers can over-ride the price signal on certain days that are important to their
business.

Today, codes and standards instituted by federal and in many cases state agencies affect energy used by
appliances and by buildings. They are not designed to affect peak demand. However, that could change
if agencies began to set standards for demand response. For example, the California Energy Commission
is considering “load management” standards that may require all new Residential and Small commercial
and industrial buildings to come equipped with programmable communicating thermostats.

Another trend that is beginning to be observed in states with large energy efficiency and demand response
programs is the desire to integrate these two program offerings. The idea is that ultimately both involve
the same customer and often the same end-uses. To promote faster adoption of both programs, the value
proposition has to be conveyed clearly to customers and the actions required of them have to be
streamlined. The combined effect of integrated programs on demand response could be significant.
Future assessments should address this.

Distributed energy resources, such as photovoltaic arrays mounted on roof tops, hold the potential for
having a significant effect on peak demand. Currently, their high capital cost poses a barrier to rapid
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market penetration. However, federal and state policies are addressing the cost barrier. As economies of
scale increase, the cost should go down. When combined with appropriate rate designs, such as time-off
use rates, the impact of these dispersed resources on peak loads could be significant. Other examples
include battery storage and thermal energy storage. Both items hold the potential to significantly reduce
peak demand on a permanent basis by shifting it to off-peak periods. As in the case of photovoltaic
arrays, cost is a significant barrier to their rapid market penetration today. Another example is behind[?
the-meter generation which includes a diverse set of technologies including small conventional generation
units that are used as back-up generation during emergencies and cogeneration systems that combine heat
and power, largely in industrial process applications.

Finally, another development to watch is the introduction of plug-in hybrid vehicles (PHEVs). If PHEVs
can be charged during off-peak hours, they can improve capacity utilization in the power system and
lower costs for all customers. However, if they are charged during peak hours, the load factor will
worsen. The penetration of PHEVs will depend on several unknowns, including the price of gasoline, the
price of electricity, customer driving habits and the incremental cost of PHEVs over conventional
gasoline-power vehicles based on the internal combustion engine.

Time-of-use (TOU) rates are not considered a form of demand response in this report because they cannot
be used to produce reductions in peak demand during critical periods. However, they do represent a way
of reducing peak demand over the long-run and reducing the need for peaking generation units. While
TOU rates have been in existance for a long time, their penetration of the market, especially for
Residential and Small commercial and industrial customers, has been limited. There are two major
limitations. The first one is that the peak period encompasses far too many hours to allow customers an
opportunity to curtail usage during that period or to move it to off-peak periods. The second one is that
the price differential between the peak and off-peak periods is not big enough to create significant savings
opportunities. Both are being addressed in the TOU rate designs that are now being introduced by several
utilities. Of particular interest is the idea of a super peak period which may be as narrow as three hours
and which may be applied only during the two or three months of the summer where the system is likely
to peak.

Another set of influences that will shape the future of demand response are utility and ISO/RTO
administered energy efficiency programs. Many of these programs target end-uses such as central air
conditioning which are a major driver of system peaks. As these appliances become more efficient, peak
loads may diminish, albeit not by the same percentage amount as overall energy consumption. Similar
comments can be made about inclining block rates which charge higher rates for usage in the upper tiers.
Since that usage is highly correlated with the operation of peak-inducing appliances, reductions in upper
tier usage brought about by inclining block rates can also lower peak demands.

Technology-enabled demand response programs can be activated on short notice and have the capability
of providing ancillary services in restructured wholesale markets. There is insufficient evidence on
whether demand response is being actively used in this fashion in ancillary service markets. Experience
to date is largely limited to energy and capacity markets. However, this will change in the future as
ancillary service markets are opened to demand resources.

Areas for Further Research

This study has relied upon the best available data to make projections of demand response potential. For
example, several pilots with dynamic pricing rates have yielded results that have been used to inform the
study’s assumptions about likely customer response to such pricing programs. This required making
some assumptions about the impact of humidity on customer response, as predicted from PRISM* that

“ The California Statewide Pricing Pilot produced estimates of price elasticity for residential customers that captured variations in
customer price responsiveness across four different climate zones in the state. These estimates were codified in the Pricing
Impact Simulation Model (PRISM) which allows price elasticities to vary as a function of a zone’s saturation of central air
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was estimated using data from California’s dynamic pricing pilot. It would be worthwhile to test the
validity of this assumption by combining the data from the various pilots.

There is a long history with utility direct load control programs for Residential and Small commercial and
industrial customers and curtailable/interruptible tariffs for Large commercial and industrial customers.
Results from these programs have been used to inform this study’s assumptions. However, in several
areas, further research is warranted to improve the quality of the assumptions. Many of these deal with
Large commercial and industrial customers. For example, there is need for much better information on
the likely effect of automated demand response on peak loads and the response of these large customers
to dynamic pricing rates.

As noted earlier, not much is known about the impact of dual-purpose programs that combine energy
efficiency with demand response. More research is needed on this topic.

Most of these gaps in knowledge can be addressed by designing and implementing pilot programs. These
pilots should focus on topics on which not much is known today and not repeat investigations that have
already been carried out. It would be useful to conduct a pilot screening exercise to identify high priority
areas. One approach to doing this is to focus future pilots on areas which simultaneously satisfy two
criteria: (a) high potential savings and (b) high uncertainty (for example, where newer technologies are
involved). Areas with low potential may not be worth piloting. Areas with high potential savings but low
uncertainty do not require piloting and should instead be considered for full-scale implementation. The
lowest priority should be given to areas with low potential savings and low uncertainty.

Another area in which further research is needed involves the prediction of customer participation rates.
For certain programs with long histories, such as direct load control and curtailable/interruptible rates,
considerable information on customer participation rates is available. Information from the distribution of
participation rates has been widely used in this study. In other areas, such as customer participation in
dynamic pricing programs, relatively little is known. New work is needed in this area. The traditional
type of impact evaluation pilots will not help address the issue. Market research involving customer
surveys, conjoint analysis and discrete choice modeling can provide initial answers. But all of these rely
on stated preferences rather than observed (or revealed) preferences. Other creative research
methodologies will need to be developed that combine information on stated preferences with information
on revealed preferences (where it is readily available or where it can be inferred by analogy).

conditioning equipment and weather conditions. For more information, see Charles River Associates, Impact Evaluation of the
California Statewide Pricing Pilot, Final Report. March 16, 2005
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AND DATA

This chapter provides an overview of the model and data that underlie the demand response potential
estimates presented in prior sections and in the detailed, state-level summaries contained in Appendix A.
The chapter is divided into the following subsections:

e High-level summary of modeling methodology
e High-level summary of data development

e Cost-effectiveness methodology

Model Overview

Development of the demand response potential model and default data underlying the estimates presented
in this report was guided by the following objectives:

e Produce defensible estimates of demand response potential based on the definitions and
assumptions underlying this analysis;

e Develop internally consistent estimates of demand response potential at the state, regional and
national level;

e Provide defensible default data for all required model input variables at the state level, from
publicly available sources;

e Ensure that there is no double counting of demand response load impacts;

e Provide a user friendly, extremely flexible model that can be used to update the estimates as
better data become available, as policies change, and to aid in policy analysis and development.

Demand response potential estimation is inherently a “bottom-up” process. Load impacts associated with
demand response programs are fundamentally driven by changes in consumer behavior, and demand
response potential and load impacts vary significantly across customer segments. For example, the
extensive literature on electricity demand developed over the last 30 years, and more recent evidence
from time-based pricing pilots, indicates that residential customers are more responsive to time-varying
price signals than are commercial and industrial customers (e.g., residential customers have higher price
elasticities than do non-residential customers).” On the other hand, the average commercial and industrial
customer has larger loads than does the average residential customer, so smaller percentage impacts still
often translate into larger absolute impacts on a per customer basis. Residential customer impacts vary
significantly across customers with and without central air conditioning and, for customers with central
air conditioning, potential impacts vary across climate regions. These are a few examples of why it is
important that the development of demand response potential estimates start at the customer level and
work up to the segment and region level of interest.

There are three fundamental building blocks needed to estimate demand response potential:

" See, for example, Charles River Associates. Impact Evaluation of the California Statewide Pricing Pilot, Final Report, March 16,
2005 and Stephen S. George, Ahmad Faruqui and John Winfield. California’s Statewide Pricing Pilot: Commercial & Industrial
Analysis Update. Final Report, June 28, 2006.
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e An estimate of average energy use during peak periods before demand response impacts take
effect;

e An estimate of the change in energy use during peak periods resulting from customer
participation in demand response programs and response to demand response price signals or
incentives; and

e An estimate of the number of customers that participate in demand response programs.

These three building blocks are displayed in the blue shaded boxes in Figure 21 which also illustrates
some of the primary input values that are needed to predict demand response effects.
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Figure 21: Key Building Blocks and Inputs for Demand Response Potential Model

A significant challenge in developing demand response potential estimates is the general lack of data on
energy use during peak periods, when demand response is needed most and the benefits are greatest.
Most utilities do not have hourly load data for a representative sample of customers and the lack of such
information can be a stumbling block for developing demand response load impacts for utilities and
states. Original work was done through this project to develop representative, hourly load data to use as
input to the model for five customer segments: residential consumers with and without central air
conditioning, small non-residential consumers (demands less than 20 kW), medium non-residential
consumers (demands between 20 and 200 kW) and large non-residential consumers (peak demands
exceeding 200 kW). These load estimates were developed using regression analysis based on hourly load
data from utilities in 21 states, representing a broad cross section of customer segments and climate
conditions. Normalized load shapes were developed using statistical analysis and combined with annual
energy use, weather data and system load data (to identify top system load days) from each state to
produce the starting values for energy use during peak periods depicted in the first blue box in Figure 21.
These estimates are primarily used as input to load impact estimates for price-based demand response.
This original work could be a valuable resource for states and utilities that want to refine the demand
response potential estimates presented here or that might find hourly load data useful for demand
response program planning or other purposes.
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The demand response potential model uses two different approaches for determining load impacts for
various demand response options. Load impact estimates for non-price based demand response options,
such as direct load control and interruptible rates, are based on average values determined through
analysis of data from existing programs. Load impact estimates for price-based demand response are
determined using the normalized load shapes summarized above and estimates of the percentage change
in energy use during peak periods based on price elasticities and the assumed change in prices during
peak periods for demand response tariffs relative to non-time varying rates.

Price elasticities depict the percentage change in energy use given a percentage change in price. In recent
years, there have been numerous studies done by utilities around the country that estimate price
elasticities associated with time-based pricing.” Estimates from various studies were used here to
determine price impacts that vary across states and customer segments based on key drivers of demand
response, such as air conditioning saturation, climate and the presence or absence of enabling technology
such as programmable communicating thermostats that can help to automate some forms of price
response in regions where the technology is cost effective.

The percent reductions for price based demand response options used in each scenario are based on an
assumption that prices during the peak period on high demand days are eight times higher on a dynamic
time-varying rate than they are based on the average price associated with the non-time varying,
otherwise applicable tariff.” This price ratio is intended to depict the ratio between an average price and
a dynamic price that incorporates a large portion of the avoided cost of capacity™ into the small number
of hours in which peak-period dynamic price signals are in effect. In reality, price ratios could vary
significantly across states if every state fully reflected the avoided cost of capacity in the dynamic rate,
since the avoided capacity cost does not vary greatly across states but current average prices do. As such,
the price ratio might be much higher in Idaho, for example, where current prices are relatively low, than it
would be in California, where current prices are much higher.” However, tariff design is not just based
on cost analysis—there is always a concern about extreme changes in prices whether or not they are cost-
reflective. As such, using the same 8 to 1 price ratio across states may more accurately reflect how prices
might evolve as they move closer to reflecting both avoided capacity costs and other requirements to be
reflected in a rate design.

The third key element of demand response potential estimation is the number of customers that participate
in each demand response program. The number of participants is a function of the number of eligible
customers and the assumed participation rate. The number of eligible customers is based on the number
of customers by segment and, in some cases, to the number of customers with specific end use equipment,
such as central air conditioning.” For residential customers, the breakdown between those with and
without central air conditioning is determined from data on air conditioning saturation in each state. The
eligible population for price based demand response options is also driven by the presence or absence of

8 A useful summary of numerous pilots is contained in Ahmad Faruqui and Sanem Sergici, "Household response to dynamic

pricing of electricity: A survey of the experimental evidence," January 10, 2009.
http://www.hks.harvard.edu/hepg/Papers/2009/The%20Power%200f%20Experimentation%20 01-11-09 .pdf. Price elasticities
determined from a large, multi-year experiment conducted in California formed the starting point for the values used in the
demand response potential model. These values are documented in Stephen S. George and Ahmad Faruqui, Impact
Evaluation of the California Statewide Pricing Pilot, Final Report. March 16, 2005 and in Stephen S. George, Ahmad Faruqui
and John Winfield. California’s Statewide Pricing Pilot: Commercial & Industrial Analysis Update. Final Report, June 28,
2006. These starting values were modified, as discussed in Appendix D, based on information from other pilots and variation
in key drivers of demand response such as air conditioning saturation and climate.

9 The price ratio used for the large C&l customer segment is 5 to 1. This lower ratio is based on the fact that most large C&l
customers are already on static time-of-use rates and, thus, have a higher peak-period price as part of their standard tariff than
do other customers. As such, the ratio between the standard (TOU) peak price and a price that more fully reflects the avoided
capacity cost is less for this customer group than it is for the other customer segments.

"Avoided cost of capacity" refers to the amount of investment in new power plants that could be avoided or deferred through a
reduction in peak demand.

L A recent rate filing by PG&E that reflects the full avoided cost of capacity in critical peak price hours has a peak period price of

roughly $1.50/kWh for residential customers. This represents roughly a 10 to 1 price ratio compared to current average prices
in CA but a state like Idaho, it would be closer to 20 to 1.

%2 Central air conditioning is a necessary condition to participate in air conditioning load control programs and also for the

technology-enabled price responsive demand response options.
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advanced metering infrastructure (AMI), which varies across years and scenarios. The number of
customers assumed to participate in a demand response program is based on the assumed pricing policy
(e.g., whether dynamic pricing is mandatory, is based on default, opt-out enrollment policies, or is based
on opt-in enrollment). Enrollment assumptions for other demand response programs are based in part on
enrollment in “best practices” programs that currently exist.

Much more detailed documentation of the model and input values is contained in Appendix E. The
demand response potential model used to generate the estimates contained in this report is available from
FERC. It was developed with the idea that state and utility policy makers may wish to use the model with
different input data and assumptions to develop alternative, state-specific demand response potential
estimates.

The demand response potential model is an Excel spreadsheet tool that contains user friendly drop-down
menus that allow users to easily change between demand response potential scenarios, import default data
for each state, and change input values on either a temporary basis for use in “what if” exercises or on a
permanent basis if better data are available. Figure 22 shows half of the front-end, user input page of the
spread sheet where scenarios can be selected and input values changed. Figure 23 shows the second half
of the same input sheet. These “screen shots” are examples for a specific state and are shown here simply
to give the reader a quick perspective on how input values can be changed and new scenarios created.
Detailed documentation of the model and all variable names and input values are contained in Appendices
D and E.

As seen in Figure 22, the first part of the input sheet contains pull-down menus that can be used to select
the geographic region of interest (each of 50 states plus D.C., 9 census regions and the nation as a whole)
and the demand response potential scenario (Business-as-Usual, Expanded BAU, Achievable
Participation or Full Participation potential). The user can also select from among a wide range of price
ratios (and differing ratios for each customer segment) that drive price-based demand response load
impacts. Once these selections are made, the “Load Default Inputs” button is used to load the default data
from the state-level database that pertains to the options selected. If the user changes input values in the
other portions of the database through the input screen, the “Save As Default” button can be used to make
those changes permanent.

The lower portion of Figure 22 shows the input values used by demand response program type and
customer segment. Many of these values are either loaded in from the default database or are user
defined. The line labeled “Customers with load suitable for enabling technology” is tied to the saturation
of central air conditioning in each state and customer segment, as this value determines the percent of
total customers where programmable communicating thermostats or direct load control options apply.
The next line, “Offered Technology” is a function of whether such technology is determined to be cost
effective in that state. This is typically 100 percent or 0, the latter being used in states where the
particular technology is not cost effective. As indicated previously, all of the variables shown in Figure
22 are documented in the appendices. Figure 23 shows the remaining portion of the input sheet from the
model. The top part contains input values for the number of customers by type and growth rates for the
number of customers, peak demand and energy use. It also shows the AMI deployment schedule for each
customer segment. The bottom part of this portion of the input sheet has values for the remaining key
variables that drive load impacts. They include average use during the peak period by customer segment,
and percent reductions in average use for customers who participate in various demand response options.
The percent reductions for price-based demand response are based on the price elasticities underlying the
default database and the assumed price ratios that drive each scenario. However, these values can be
overridden by the user if, for example, there is more current or relevant data from a pricing pilot at a
specific utility or state indicating that the estimated values based on the default price elasticities might be
inappropriate for the scenario of interest to a specific user.

The demand response potential model produces a wide variety of numeric and graphical output reports
and files. The graphs and tables shown in each of the state reports contained in Appendix A are examples
of a few of the model outputs. In general, tables and/or graphs are produced that show the breakdown of
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demand response impacts (in both absolute and percentage terms) by program type, customer segment,
and year under each of the four demand response potential scenarios. The model also creates a database
containing all output values with built in pivot tables that can be used to easily manipulate the data and to
produce customized output tables and figures. There are also output files and graphs that show the results
for all four demand response potential scenarios in the same sheet.

Figure 22: User Friendly Input Sheet from Demand Response Potential Model

| B I C [ D | E | F | G | H |
1 |[FERC National DR Potential Assessment
2 |[SCENARIO INPUTS - GA Achievable
3
4
5 ate GA Load I:* Instructions I:
6 e of Potentia Achievable Default Inputs
7 aw Peak to Old Peak Price Ratio Residentia 8.00 \ \ | I
8 ew Peak to Old Peak Price Ratio all C& 8.00 Save As Default Update Results
Inputs and Results B Database (Cycles
9 ew Peak to Old Peak Price Ratio ed & 8.00 through 50 States)
10 ew Peak to Old Peak Price Ratio - Large C& 5.00
11 Data from yea 2008
112 |
13 0 ercial & Ind a
Z DR P ») ) Reside a ed arge
E Dynamic Price Induced DR
| 16 | Max Percent Enrolled or Notified 75.0% 75.0% 60.0% 60.0%
17 Rates become effective at (% AMI penetration) 0.0% 0.0% 0.0% 0.0%
18 Enabling technology
19 Customers with load suitable for enabling technology (%) 82.2% 78.0% 85.0% 40.0%
20 Offered technology (% of eligible) 95.0% 95.0% 95.0% 95.0%
21 Accept technology (%) - used for achievable 60.0% 60.0% 60.0% 60.0%
22 Automated or Direct Control DR
123 | Current Market Penetration (% of eligible customers) 2.8% 0.3% 0.0% 0.0%
| 24 | Max Market Penetration (% of eligible customers) 25.0% 1.2% 7.2% 0.0%
25 Years required to achieve max penetration 5.0 5.0 5.0 5.0
26 Interrutiple Tariffs
27 Current Penetration (% of customers in segment) 0.0% 0.0% 0.0% 6.5%
28 Current Penetration (% of MW in segment) 0.0% 0.0% 0.0% 4.9%
29 Max Penetration (% of customers in segment) 0.0% 0.0% 0.3% 6.9%
30 Max Penetration (% of MW in segment) 0.0% 0.0% 1.7% 16.8%
31 Years required to achieve max penetration 5.0 5.0 5.0 5.0
32 Other DR Programs
33 Current Penetration (% of customers in segment) 0.0% 0.0% 0.0% 0.2%
34 Current Penetration (% of MW in segment) 0.0% 0.0% 0.0% 1.1%
35 Max Penetration (% of customers in segment) 0.0% 0.0% 0.1% 18.9%
36 Max Penetration (% of MW in segment) 0.0% 0.0% 0.0% 23.4%
37 Years to achieve max penetration 5.0 5.0 5.0 5.0
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Figure 23: User Friendly Input Sheet from Demand Response Potential Model (continued)

J K L M N [0)
4
5 Commercial & Industrial
[l GENERAL INPUTS Residential
7 |Population and Load Growth Factors
8 | Starting Customer Population 4,039,005 483,576 66,628 11,363
9 | Population Growth Rate (Annual) 1.29% 1.57% 1.57% 1.57%
10| Annual Consumption Growth (Annual) 1.24% 1.13% 1.13% 1.13%
11| Critical Peak Growth (Annual) 0.60% 0.33% 0.33% 0.33%
12 |AMI Deployment
13| 2009 10.7% 10.7% 10.7% 10.7%
14| 2010 21.5% 21.5% 21.5% 21.5%
15| 2011 32.2% 32.2% 32.2% 32.2%
16| 2012 43.0% 43.0% 43.0% 43.0%
17| 2013 53.7% 53.7% 53.7% 53.7%
18| 2014 57.5% 57.5% 57.5% 57.5%
19| 2015 61.2% 61.2% 61.2% 61.2%
20| 2016 70.0% 70.0% 70.0% 70.0%
21| 2017 80.0% 80.0% 80.0% 80.0%
22| 2018 90.0% 90.0% 90.0% 90.0%
23| 2019 100.0% 100.0% 100.0% 100.0%
24
25

Commercial & Industrial

Small Medium Large

AVERAGE PARTICIPANT CRITICAL DAY LOAD AND LOAD REJ Residential

og| Critical peak avg. hourly load (kW) 3.36 5.44 5968 601.70
3g| Critical peak avg. hourly load - CAC owners (kW) 3.73 DNA DNA DNA
31| Critical peak avg. hourly load - no CAC (kW) 1.63 DNA DNA DNA
3 Pricing - customers without central a/c (% reduction) 8.5% 0.7% 8.7% 75%
33| Pricing - customers with central a/c but no enabling tech (% redu 19.3% 0.7% 8.7% 75%
34| Pricing - customers with central a/c and enabling tech (% reducti 33.8% 14.9% 13.9% 13.9%
35| Automated or Direct Load Control DR (KW reduction per custon 1.24 248 7.44 37.18
36| Interruptible Tariffs - (% reduction) 0.0% 0.0% 69.9% 94.5%
37| Other DR - committed load reduction programs (% reduction) 0.0% 0.0% 39.4% 50.0%

Database Development

Each of the data elements that contribute to the model inputs were developed through careful review of a
number of publicly available data sources. Table 3 lists the data elements developed and the sources used
for developing these elements. Appendix D to the report describes in detail how the different data
elements were developed and the interrelationships between the different elements and the sources.

Appendix B details the challenges of developing state level data for this Assessment.
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Table 3: Summary of Key Data Elements and Sources
Data Category Data Elements Data Sources

Number of customer accounts by | ¢ EIA State-Level data

rate class e FERC Form No. 1 database
e EIA State-Level data
Electricity sales by rate class e FERC Form No. 1 database

e 2008 NERC Long Term Reliability
Assessment report

e EIA State-Level data

e Utility/ISO system load data

e Hourly load shapes by state

e CAC saturation

e Average energy use by customer

System peak load forecast by
state

Average Peak Load per customer
by rate class

segment
e State weather data
Market e U.S. Census Bureau

ot Growth rate in per customer peak
Characteristics P P e Supplemental Tables to Annual

Data load Energy Outlook 2008

e Utility and state level appliance
saturation survey reports

e Direct utility contacts

Central air conditioning market e EIA data on Regional Energy

saturation data Consumption Survey (RECS)

e American Housing Survey, U.S.
Census Bureau

e EIA data on Commercial Building
Energy Survey (CBECS)

o KEMA report
AMI deployment schedule by e FERC survey
state e Utilipoint

e Enernex

Business-As-Usual demand 2008 FERC demand response
response potential estimation Survey data

e 2008 FERC Demand Response
Current participation in demand Survey data

e Demand response program
Demand response programs P prog

Response evaluation reports
Program e Direct contacts with utilities
Related Data e 2008 FERC Demand Response
Demand response program Survey data
impacts e Demand response program

evaluation reports
e Direct contacts with utilities

Development of Load Shapes

One of the key inputs to demand response potential estimation is average electricity use per customer per
hour during time periods when demand response programs are likely to be used but before any demand
response occurs. We refer to the time period representing when demand response has a high probability
of being used as the “peak period” on a “typical event day” and represent that period by the hours
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between 2 and 6 pm on the top 15 system load days in each state.” Note that average energy use across
the top 15 system load days will produce demand response load impact estimates that are significantly
lower than if they were based on the single hour of system peak or based on fewer than the top 15 system
load days. Utility system load data were used to identify top system load days in each state.

As previously discussed, hourly load data were not available for all utilities and states or for all customer
segments within states. Indeed, no data at all were found that distinguished between residential customers
with and without central air conditioning. Fortunately, hourly load data were available on a large enough
cross section of utilities and states (21 states in total) that it was possible to use regression analysis to
estimate normalized load shapes for each relevant customer segment and to use these models to develop
load shapes for all other states and customer segments. Data from these utilities were used to estimate
regression models that relate normalized hourly load to a variety of variables that influence load in each
hour, including weather, central air conditioning saturation and seasonal, monthly, day-of-week and
hourly usage patterns. This statistical analysis was used to separate weather sensitive and non-weather
sensitive load for residential customers. The normalized load shapes were then combined with estimates
of average annual energy use and central air conditioning saturation by customer segment for each state
and state-specific weather data to produce hourly load estimates for each customer segment and state.
The average, hourly energy use between 2 and 6 pm on the top 15 system load days was used as the basis
for estimating load impacts for price-based demand response options for each customer segment.

AMI Deployment

Advanced metering is a necessary technology to support price-responsive demand response for mass-
market customers. As such, estimates of the penetration of AMI must be developed for each demand
response potential scenario. However, having advanced meters is a necessary but not sufficient condition
to support price-responsive demand response—a utility also needs a meter data management system and
billing system that will support price-responsive demand response options. Quite often, utilities install
meters that qualify as advanced meters in that they gather hourly or sub-hourly data daily, but use them as
an automated meter reading system to produce monthly meter reads—they do not install the meter data
management system and billing systems needed to support wide scale price-responsive demand response.
The AMI deployment scenarios described below recognize that more than just metering is needed to
support price-responsive demand response. The deployment time lines for each scenario are based on the
understanding that only systems that have MDMS and billing systems are considered AMI for purposes
of supporting demand response potential.

Two AMI deployment scenarios were developed for each state.

e The “Full Deployment” scenario is used to support the Achievable Participation and Full
Participation demand response scenarios and assumes that all utilities will have AMI meters in
place for all customers, along with the MDMS and billing systems required to support price-
based demand response, by the end of the analysis horizon, 2019. Deployment timing is based on
a set of assumptions described in Appendix D, and varies significantly across states based on
current plans, the mix of utilities in each state, and other factors.

e The “Partial Deployment” scenario is used to support the Expanded BAU potential scenario and
includes AMI deployment plans for each state based largely on a continuation of current trends.
It includes utilities that already have or are currently deploying AMI systems and other utilities
that, based on a variety of data sources, have expressed interest in or are believed to have a higher
probability of installing such systems over the next ten years.

The following figure shows the cumulative number of AMI meters underlying the partial and full
deployment scenarios.

*% In recent AMI business cases and dynamic pricing pilots, the number of load days used varies roughly between the top 10 and top
20 days. The top 15 days were used in this study as an approximate midpoint.
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Figure 24: Cumulative AMI Installations under Two Scenarios
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that are described below.

The partial deployment scenario is probably closer to what might actually occur, but it is not a true
forecast, since a true forecast would require conducting business cases on hundreds or perhaps thousands
of utilities and an assessment of the likely barriers to deployment in each state. Such work was beyond
the scope of this analysis.

Estimating the Impact of Dynamic Prices

The AP and FP potential estimates rely heavily on price-based demand response options, specifically on
dynamic tariffs that deliver high price signals on relatively few high-demand days when demand response
benefits are greatest. Estimates of the load impact associated with pricing options are based on variables
known as price elasticities. Economists define the “own” price elasticity as the percentage change in the
quantity purchased of a good or service divided by the percentage change in the price of that good or
service. There is a similar concept, known as the elasticity of substitution, which summarizes the
relationship of two goods or services that are substitutes for each other. The elasticity of substitution is
equal to the percentage change in the ratio of the quantities purchased of two goods to the ratio of the
prices of the two goods. Put another way, the elasticity of substitution summarizes the rate at which
consumers substitute one good for another based on the relative prices of the two goods.

In the case of electricity demand, if prices are higher at one time of day relative to another, consumers
may be willing to shift their load from the high priced to the low priced period. An example would be a
consumer shifting the timing of their laundry from the peak to the off peak period. Alternatively, or in
addition, a consumer might just forgo some energy use during the high price period. An example would
be switching off lights during high priced periods—consumers don’t use more lighting during low priced
periods because they used less during high priced periods.

One approach to estimating how electricity demand would change in response to time varying prices
involves estimating a two-equation demand system, where one equation determines the rate at which
consumers substitute off-peak energy use for peak-period energy use and the second equation estimates
the overall demand for energy. In combination, the two equations can predict the change in energy use in
each time period as consumers move from non-time varying to time-varying prices. This is the approach
that underlies the estimates of time-based price response in the demand response potential model.

A variety of pricing experiments and other studies have been conducted that allow for estimation of
demand models and price elasticities such as those described above. These studies show that price
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responsiveness for residential customers varies across regions based in part on differences in the use of air
conditioning. Climate differences can also impact price responsiveness, as can the presence or absence of
enabling technology such as programmable communicating thermostats and other load control devices.
Price responsiveness also differs between residential and non-residential customers with residential
customers generally being more price responsive than non-residential customers. These factors have been
taken into account in developing estimates of price response that reflect variation in the characteristics of
customers across states. More detail on these regional factors is provided in Appendix D.

The price elasticities summarized above for residential customers produce quite different percent
reductions across states as a function of the variation in climate and air conditioning saturations. There
are also differences in the estimated percent reduction in peak period energy use based on differences in
the assumed ratio of prices during the peak period. The following table shows the percent reduction in
peak period energy use for residential customers for two price ratios for each of three states that vary with
respect to central air conditioning saturation and climate. Note that the relationship between price and
energy use is not linear. That is, while the price ratio doubles going from 4 to 1 to 8 to 1, the percent
reduction in peak demand increases by less than 100 percent. For example, the doubling of the price ratio
in Massachusetts leads to a 58 percent decrease in peak period energy use.

Table 4. Percent Reduction in Peak Period Energy Use for Residential Customers in Selected States

State CAC Saturation Percent Peak Period Percent Peak Period
Reduction for 4 to 1 Price Reduction for 8 to 1 Price
Ratio Ratio

Massachusetts 12.70% 6.20% 9.83%
Maryland 78.00% 12.56% 19.66%
Arizona 86.80% 14.28% 22.33%

Key Assumptions

The products of the previously described data collection and modeling approach are participation rates
and impacts by program type, class, and state. These form the basis for the demand response potential
estimates. Summary values of participation rate assumptions for non-pricing programs in the three
potential scenarios are provided in Table 5. Note that program participation is expressed as a
percentage of the eligible population, which changes by scenario as the role of pricing programs changes.
Participation rates in Table 5 represent the 75th percentile of participation in existing programs at the
state-level.” The 75th percentile was chosen as the “best practices” estimate because it represents the
participation rate that a state would need to achieve to be a “top quartile performer” which is a metric
commonly used to identify best practices in potential studies. States with participation rates higher than
the 75th percentile are assumed to remain at existing levels, rather than derated to the 75th percentile.

Table 5: Final Participation Rates for Non-Pricing Programs

Residential Small C&l Medium C&l Large C&l
Direct Load Control 25% 1% 7% N/A
Interruptible Tariffs N/A N/A 2% 17%
Other DR N/A N/A 0% 19%

Assumptions driving the final participation rate in pricing programs for the three demand response
potential scenarios are provided in Table 6. Ranges reflect differences across states.

** BAU participation rates span a broad range encompassing these best practices estimates and are provided in Appendix D.

** The assumed participation rate for residential DLC is higher than the 75" percentile. This assumption is based on general
industry experience with these programs and a proven history of utilities consistently being able to achieve participation rates
of 25 percent of the eligible population.
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Table 6: Drivers of Final Participation Rates for Pricing Programs

Expanded Achievable Full
BAU Participation Participation
Residential
Final AMI Market Penetration 19% to 100% 100% 100%
Peak Price Ratio (New Peak-to-Existing Peak) 8 8 8
Final Enrollment in Dynamic Pricing 5% 75% 100%

Percent of Customers Eligible for Enabling Tech

3% to 91%

3% to 91%

3% to 91%

Percent of Eligible Customers Offered Enabling Tech 0% 95% 100%

Percent of Eligible Customers Accepting Enabling Tech 0% 60% 100%
Small C&l

Final AMI Market Penetration 19% to 100% 100% 100%

Peak Price Ratio (New Peak-to-Existing Peak) 8 8 8

Final Enroliment in Dynamic Pricing 5% 75% 100%

Percent of Customers Eligible for Enabling Tech

70% to 78%

70% to 78%

70% to 78%

Percent of Eligible Customers Offered Enabling Tech 0% 95% 100%
Percent of Eligible Customers Accepting Enabling Tech 0% 60% 100%
Medium C&l
Final AMI Market Penetration 19% to 100% 100% 100%
Peak Price Ratio (New Peak-to-Existing Peak) 8 8 8
Final Enrollment in Dynamic Pricing 5% 60% 100%
Percent of Customers Eligible for Enabling Tech 79% 79% 79%
Percent of Eligible Customers Offered Enabling Tech 0% 95% 100%
Percent of Eligible Customers Accepting Enabling Tech 0% 60% 100%
Large C&l
Final AMI Market Penetration 19% to 100% 100% 100%
Peak Price Ratio (New Peak-to-Existing Peak) 5 5 5
Final Enrollment in Dynamic Pricing 5% 60% 100%
Percent of Customers Eligible for Enabling Tech 40% 40% 40%
Percent of Eligible Customers Offered Enabling Tech 0% 95% 100%
Percent of Eligible Customers Accepting Enabling Tech 0% 60% 100%

As stated in the definition of the potential scenarios, AMI market penetration is assumed to reach 100
percent by 2019 in both the AP scenario and the FP scenario. Final AMI market penetration is lower in
the EBAU scenario, in which only those utility AMI deployments that were deemed “likely” through a

review of industry data are included.

The assumed price ratio of 8-to-1 for Residential, Small commercial and industrial, and Medium
commercial and industrial customers is driven by the range of rates tested in recent dynamic pricing
pilots, some of which have been greater than 10-to-1.° For Large commercial and industrial, the price

*® The PSE&G residential pilot program price ratio was 14-10-1. BGE recently tested price ratios of roughly 9-to-1 and 12-to-1.
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ratio is lower to account for the fact that many of these customers are already enrolled on TOU rates, the
impacts of which would be reflected in the load forecast.

The assumptions for participation in price-based demand response options are based on market research
and the limited experience that has been gathered to date. For the EBAU scenario, a participation rate of
five percent is used for all sectors. There is very little experience and research to date upon which to base
these assumptions. The most recent experience for a dynamic rate for residential customers has to do
with Pacific Gas & Electric Company's SmartRate tariff, which is a critical peak pricing tariff that was
offered in 2008 to residential customers in the part of the PG&E service territory where AMI meters had
been installed.” The program was offered through direct mail and roughly eight percent of customers
enrolled after a single mailer. Thus, five percent could be quite conservative for a program that would be
marketed over an extended period of time. Given the limited experience for other customer segments,
this assumption was used for all customer segments for the EBAU scenario.

The assumptions for the opt-out enrollment strategy underlying the AP scenario are based on market
research and recent experience in California. In conjunction with California’s Statewide Pricing Pilot,
research was conducted on the opt-out rates that might occur for residential customers that were defaulted
onto a CPP rate.™ The opt-out rates for customers depended on assumptions about the level of customer
awareness of alternatives and ranged from a low of 10 percent at a low level of awareness to a high of 33
percent based on complete customer awareness of all options. The opt-out rate of 25 percent assumed
here (75 percent retention) is consistent with an awareness level of 70 percent from that study. This value
is also reasonably close to what was actually observed following completion of California’s Southwest
Power Pool, when some customers were allowed to stay on the rate after the end of the pricing pilot.
Roughly 65 percent of participants remained on the critical peak pricing tariff one year after the end of the
Southwest Power Pool even though the participation incentive provided as part of the experiment was
discontinued and customers had to start paying a monthly meter charge of between $3 and $5 depending
on the utility serving them.”

The retention/opt-out rate for small commercial and industrial customers was assumed to be the same as
for residential customers. For medium and large commercial and industrial customers, a retention rate of
60 percent was assumed. This assumption is based in part on recent analysis of the opt-out rate
experienced by San Diego Gas & Electric Co., which placed all of its commercial and industrial
customers that had interval meters on default CPP/TOU rates in 2008.” This study found that 75 percent
of all customers placed on the rate stayed on the rate after the initial opt-out period had passed. However,
this may not represent the long term retention rate since customers were offered first-year bill protection
as part of the transition strategy for the rate. How many customers might leave at the end of that period,
which occurs in late 2009, is currently unknown. Thus, a lower retention rate seemed prudent. Another
relevant data point for this assumption is the experience of large commercial and industrial customers in
New York who were placed on an RTP rate several years ago. Roughly 66 percent of customers stayed
on this rate. Based on these two data points, an assumption of 60 percent retention seemed reasonable.

Customers are assumed not to be offered enabling technologies in the EBAU scenario, as the focus of this
scenario is on non-pricing demand response programs. In the AP scenario, 95 percent of all eligible
customers are offered enabling technology (in states where it is cost-effective to do so), reflecting the
assumption that some states or utilities would choose not to pursue enabling technology. Sixty percent of
customers accept the technology in this scenario, which is another illustrative assumption designed for the
purposes of defining the scenario and reflecting that only a subset of customers will make the decision to

% Stephen S. George and Josh Bode. (Freeman, Sullivan & Co.). 2008 Ex Post Load Impact Evaluation for Pacific Gas and
Electric Company’s SmartRate™ Tariff. Prepared for Pacific Gas and Electric Co. December 31, 2008.
8 Momentum Market Intelligence. Customer Preferences Market Research: A Market Assessment of Time Differentiated Rates
Among Residential Customers in California. December 2003.
* Dean Schultz and David Lineweber, Real Mass Market Customers React to Real Time-Differentiated Rates: What Choices Do
They Make and Why? 16th National Energy Services Conference. San Diego, CA. February 2006.
Steven D. Braithwait, Daniel G. Hansen, Jess Reaser and Michael P. Welsh (Christensen Associates Energy Consulting, LLC)
and Stephen S. George and Josh Bode (Freeman, Sullivan & Co.) 2008 Load Impact Evaluation of California Statewide
Critical Peak Pricing (CPP) for Non-Residential Customers Ex Post and Ex Ante Report (May 1, 2009)
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install enabling technologies even if they are cost-effective. In the FP scenario, all customers are offered
enabling technology where it is cost effective and it is assumed that all of the customers accept the
technology. Given the limited basis for setting participation rates, readers may wish to carry out some
type of uncertainty analysis on these assumptions.

Per-customer impacts from non-pricing programs are provided in Table 7. These specify the amount by
which an average customer participating in a given demand response program would reduce its peak
demand. In Table 7, the per-customer impact is represented as a percent of the average customer’s peak
demand.” These values are based on the range of reported impacts from existing programs. For states
without an existing interruptible tariff or Other DR program, or with lower-than average impacts in these
programs, the average per-customer impact was used. For states without an existing interruptible tariff or
Other DR program, the average per-customer impact was used. For states without existing DLC impacts
a 50 percent air-conditioning cycling strategy was assumed.

Table 7: Per-Customer Impacts for Non-Pricing Programs

‘ Residential \ Small C&l Medium C&I Large C&l
Direct Load Control 19% to 52% 7% to 17% 2% to 5% N/A
Interruptible Tariffs N/A N/A 27% to 100% 13% to 100%
Other DR N/A N/A 39% to 100% 10% to 100%

Per-customer impacts from pricing programs are presented in Table 8. The range of residential impacts is
a function of both the central air conditioning saturation in the state as well as the regional price
elasticity.” Pricing impacts were simulated using the results of recent dynamic pricing experiments and
studies as described earlier in this chapter and in Appendix D.

Table 8: Assumed Per-Customer Impacts from Pricing Programs

Without With

Technology Technology

Residential 7% to 18% 21% to 34%
Small C&l 1% 15%
Medium C&l 9% 14%
Large C&l 7% 14%

Cost-Effectiveness Analysis

For the purposes of economic screening, the five demand response programs being considered in the
analysis can be divided into two broad categories — those that do not require an enabling technology for
participation (e.g. dynamic pricing such as critical peak pricing, peak time rebate, real-time pricing) and
those that do (e.g. dynamic pricing equipped with devices that automate or reduce consumption). The
demand response options that do not require an enabling technology for participation were deemed to be
cost-effective for all states. For the demand response options that do require an enabling technology for
participation, an economic screen was conducted to assess their cost-effectiveness in each state. The two
types of options for which an economic screen was conducted are: 1) Dynamic Pricing with Enabling
Technology, and 2) Direct Load Control.

The economic screen uses a simple version of the Total Resource Cost (TRC) Test that compares the
lifetime benefits of the demand response option (i.e., avoided capacity costs) relative to the associated
costs to enable each option (i.e., costs related to technology adoption, program implementation and

®* However, in modeling the demand response potential, nominal impact values are used for DLC programs.
62 CAC saturation is the percent of customers with central air conditioning.
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delivery, etc.). Inputs for the economic screen include impact estimates per participant by state, capacity
costs, equipment costs per participant, implementation costs, and economic parameters such as discount
and cost escalation rates. The benefits are obtained by multiplying the unit demand reduction for each
technology by avoided capacity costs over the ten year time horizon and discounting the dollar savings to
a present value equivalent basis. For this type of preliminary analysis, the effects of incentives and
participation rates are ignored. If the benefit-cost ratio is greater or equal than 1.00, the demand response
option is considered cost-effective and is included in the state’s full participation potential results.

The economic screening results show that Dynamic Pricing with Enabling Technology is a cost-effective
option for the majority of states. However, there are a number of states for which it fails the economic
screen. The results vary by customer type. Dynamic Pricing with Enabling Technology for residential
customers is cost-effective for 42 states (84% of states). The option for small C&I customers is cost-
effective for 40 states (80% of states) as well as for the District of Columbia. For the medium C&lI
customers, the option is cost-effective for 43 states (86% of states) and the District of Columbia, while for
the large C&I category it is cost-effective for 45 states (90% of states) and the District of Columbia. The
results indicate that Dynamic Pricing with Enabling Technology is cost-effective primarily for those
states with high critical peak loads associated with large cooling or other end-use requirements. In
particular, this option is highly cost-effective in Arizona and Nevada.

A few observations are worth noting for the results of the Dynamic Pricing with Enabling Technology
screen:

e Because a state does not pass the cost-effectiveness screen, it does not suggest these programs
should not be pursued in that state. The estimates are based on price response using class-average
load shapes. Many of the states that did not pass in fact have varying weather characteristics that
would lead to different impacts. Some regions might have higher impacts and thus these
programs may indeed be cost-effective.

o As the customer class size increases and approaches the large C&I class (starting with the small
C&l), more states become cost-effective.

e These trends suggest that as dynamic pricing tariffs are introduced across the country, utilities
that are considering adopting one of their own might consider starting with the larger customer
classes and gradually introduce the tariffs to the smaller classes once more information is
available.

e Careful attention should be given to the economic analysis for these types of programs,
particularly when looking at the residential class, which in some regions of the country may not
provide the needed level of savings to justify the cost of enablement technologies such as
programmable communicating thermostats and automated demand response.

Direct Load Control is a cost-effective demand response option for most states because of the higher per
participant savings associated with this option. The analysis showed that Direct Load Control is cost-
effective for residential customers in 48 states (96%) and the District of Columbia. The only states for
which it is not cost-effective for residential customers are Alaska and Hawaii. Among both small and
medium C&I customers, Direct Load Control is cost-effective for all states and the District of Columbia.
A few observations are worth noting for the results of the Direct Load Control with Enabling Technology
screen:

e Most states passed the economic screen. However, for those states that failed the screen, methods
of direct load control other than air conditioning might be viable.

e Methods to control water heating and pumping loads may be more viable in these regions.

For more details on the cost effectiveness analysis as well as state-level benefit-cost ratios, see Appendix
D.
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RESPONSE

A number of barriers are preventing demand response from reaching the full potential identified through
this study. Some of these barriers are regulatory in nature, stemming from existing policies and practices
that are not designed to facilitate the use of demand response as a resource. These barriers exist in both
wholesale and retail markets. Other barriers are economic in nature. Certain technological limitations are
also standing in the way. In total, 24 unique barriers to demand response have been identified through
this study. Consistent with the requirements of EISA 2007, this chapter briefly summarizes these barriers
to demand response. Further detail on the barriers is provided in Appendix C.

The Barriers to Demand Response

The barriers to demand response fall into four major categories: regulatory barriers, economic barriers,
technical barriers, and other barriers.

e Regulatory: Regulatory barriers are caused by a particular regulatory regime, market design,
market rule, or the demand response program itself. They can be divided into three subfd
categories: general, wholesale-level, and retail-level.

e Economic: Economic barriers refer to situations where the financial incentive for utilities or
aggregators to offer demand response programs, and for customers to pursue these programs, is
limited.

e Technological: Potential technological barriers to implementation of demand response include
the need for new types of metering equipment, metering standards, or communications
technology.

e Other: Some additional barriers do not fall into the categories described above. These are
generally related to customer perceptions of demand response programs and a willingness to
enroll.

An extensive survey of the existing literature led to the identification of the 24 barriers to demand
response identified in Table 9. Detailed descriptions of the barriers are provided in Appendix C.
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Table 9: The Barriers to Demand Response
Type Barrier

1. Retail-wholesale disconnect (lack of dynamic pricing)
2.  Ma&YV challenges
3. Shared State and Federal Jurisdiction
Regulatory (General)
4. Perception of gaming
5. Lack of real-time info sharing (ISOs and utilities)
6. Lack of reliability/predictability in demand response
7. Policy restrictions on demand response
8. Ineffective demand response program design
Regulatory (Retail) 9. Financial disincentives for utilities
10. Disagreement on cost-effectiveness analysis
11. Lack of retail competition
Regulatory (Wholesale) 12. Market structures oriented toward accommodating supply side
resources
. 13. Inaccurate price signals
Economic
14. Lack of sufficient financial incentives to induce participation
15. Lack of AMI
. 16. Lack of cost-effective enabling technologies
Technological

17. Concerns about technological obsolescence and cost recovery

18. Lack of interoperability and open standards

19. Lack of customer awareness and education

20. Risk aversion

21. Fear of customer backlash

Other

22. Perceived lack of ability to respond

23. Concern over environmental impacts

24. Perceived temporary nature of demand response impacts

Assessing the Barriers

A review of the existing literature has identified a study in which many of the barriers to demand response
were ranked in terms of their level of overall significance to impeding further market penetration of
demand response programs. The study was conducted by The Brattle Group through a recent project with
the California Energy Commission.” Stakeholders were interviewed, asked to identify barriers to
demand response, and asked to rate the significance of the barriers on a scale from one to five, with one
being “highly insignificant” and five being “highly significant.” The results of the respondents’ ratings
are summarized in Figure 25 below.

% Ahmad Faruqui and Ryan Hledik, “The State of Demand Response in California,” prepared for the California Energy Commission,
April 2007.
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Figure 25: Significance of Barriers to Demand Response in California as Identified by Stakeholders
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Low AMI penetration topped the Brattle list of today’s barriers to demand response. The second and
third most significant barriers, both with average scores above 3.5, were ineffective program design and
low consumer interest. It is interesting to note that these two barriers are probably highly correlated, as a
more effective program design would be likely to encourage customer interest in demand response
programs. Environmental concerns associated with demand response were deemed to be the least
significant barrier.
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CHAPTER VII. POLICY
RECOMMENDATIONS

This chapter provides policy recommendations that, if implemented, could serve to remove the most
significant barriers to achieving the demand response potential estimated in this report. At the outset, it is
important to note that many of the opportunities to increase demand response potential lie at the retail
level. The States and local governments will need to play a central role in promoting demand response
programs needed to reach the full potential. The expansion of demand response programs will involve
technologies that affect the electricity system across State and Federal jurisdictions. Some decisions may
be made at the Federal level, while others will need to be made by State and local regulators or
legislatures.

Statutory Requirement

EISA 2007 requires that, in addition to estimating nationwide demand response potential, FERC must
include “specific policy recommendations that if implemented can achieve the estimated potential.”"
EISA 2007 states, “[sJuch recommendations shall include options for funding and/or incentives for the
development of demand response resources.”” EISA 2007 also directs FERC to note any barriers to
demand response programs offering flexible, non-discriminatory, and fairly compensatory terms for the
services and benefits made available, and shall provide recommendations for overcoming these barriers.
Through the recommendations provided below, this chapter is responsive to all three Congressional
directives.

The preceding chapters of this report analyze three scenarios under which demand response potential
could increase beyond the base case level of currently planned growth in demand response programs
reflected by the Business-as-Usual scenario. These are the Expanded Business-as-Usual scenario, the
Achievable Participation scenario, and the Full Participation scenario. Nationally, each is estimated to
produce a significant increase in demand response potential relative to the Business-as-Usual scenario.
However, as detailed in Chapter 111, the estimated effect of each scenario in any particular state differs
depending on a range of factors in that state, such as the level of central air conditioning saturation, the
price of electricity, the generation capacity level, and the existing level of demand response, including
whether the state has access to spot electricity and capacity markets with demand response programs.

Thus, how much and how best to increase demand response may differ from state to state. Further, given
that each scenario is based on different approaches to increasing demand response, the critical barriers
confronting each of these scenarios may differ. A more complete discussion of these barriers is found in
Chapter VI and Appendix C.

General Recommendations to Overcome Barriers to Achieving Demand
Response Potential
Several of the barriers identified in Chapter VI significantly impede the ability to implement the estimates

of demand response potential identified in this report. These barriers are highlighted below, along with
recommendations for overcoming those barriers.

 EISA 2007, sec. 529(a).
® |bid.
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Sharing of Information on Effective Program Design

As noted in Chapter VI, improved program design represents one of the most significant means for
improving the market penetration of demand response programs. To ensure the maximum impact for
demand response programs, regulatory authorities and industry stakeholders should have access to tools
and information to assist them in establishing programs that respond to their particular situation. Such
assistance could include, for example, case studies on regulatory provisions, model state laws and retail
tariffs, conferences and regional workshops, and technical papers on program implementation. In
particular, many large customers complain that the wide variation in demand response programs offered
by RTOs and by individual utilities increases their costs to monitor demand response programs, reducing
the incentive to participate. Sharing demand response program alternatives across states or regions would
encourage participation by large multi-state customers.

Increasing Customer Awareness of and Education on Demand Response

Achieving higher participation in demand response programs would require greater efforts by
governments (federal, state and local), electric utilities and demand response providers to educate
customers about the benefits, availability and operation of programs. Many consumers are unfamiliar
with the benefits of demand response and may be averse to the perceived burdens of participation or risks
in demand response programs.® Research shows, however, that customers who experience time varying
rates have high levels of satisfaction and that, when offered the option of staying on such rates, most will
do so and even recommend such rate programs to their friends.” Therefore, any plan to expand and
increase participation in any type of demand response program should be accompanied by a plan to
promote customer awareness and conduct targeted consumer education. This plan would raise awareness
of the concept of demand response and educate consumers about the benefits of demand response,
including an increased ability to control consumption, lower electric bills and possible environmental
improvements. Strategies to build consumer acceptance could include marketing campaigns, customer
outreach, coordination with the Environmental Protection Agency’s Energy Star program on energy
efficiency, development of cost effectiveness tools and implementation of a web-based clearinghouse of
demand response information. Budgets for prudently deployed education and marketing efforts would
need to be fully funded, and would likely be higher under the Achievable Participation and Full
Participation scenarios given the estimated expansion of dynamic pricing to include most ratepayers in the
former scenario and all ratepayers in the latter scenario.

Coordination of Wholesale and Retail Demand Response Strategy

In order for any demand response strategy to be effective, programs at the wholesale and retail level
should be coordinated so that wholesale and retail market designs are complementary. For example,
changes to RTO or ISO market rules could create opportunities for retail demand response. Industry and
regulators should develop a comprehensive strategy for demand response that, mindful of respective
jurisdictions, includes RTO market design changes necessary to accommodate retail demand response
programs and retail tariff and pricing changes that are consistent with wholesale market designs.

Interoperability and Open Standards

Advanced metering infrastructure (AMI) will be encouraged by improving and expanding
interoperability, open standards for communications protocols and meter data reporting standards.
Development of these standards would allow the flow of information that is currently impeded by the
existence of multiple, competing state and local requirements. Interoperability also would enable the
development of new technologies, such as smart appliances, to support broader application of demand

®7 See discussion in Appendix C, p. 218.
%8 |bid, p. 219.
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response programs and dynamic pricing. Congress recognized the need for such standards in EISA 2007,
granting the FERC authority to approve standards developed through the NIST consensus process.
Regulators and industry participants should continue to support the development of adequate standards
through the ongoing NIST process.

Coordination of Demand Response and Energy Efficiency Policies

Policies on demand response and energy efficiency should be coordinated, as appropriate. Demand
response actions and energy efficiency investments are linked. Customer involvement in demand
response activities typically leads to increased attention to electricity consumption and heightened interest
in energy efficiency. In order to ensure that demand response and energy efficiency policies do not work
at cross purposes, these policy initiatives should be coordinated. State energy master plans like those
developed by Maryland, Michigan, and New Jersey represent a good example of explicit incorporation
and linkage of demand response and energy efficiency goals and policies. Major initiatives such as the
National Action Plan for Energy Efficiency and the National Action Plan on Demand Response should be
closely coordinated.

Role of Demand Response in Operational and Long-Term Planning, and Recovery of
Associated Costs

Demand response resources can play an important role in operational and long-term planning.
Incorporating demand response resources into planning horizons and load forecasts allows transmission
providers and load-serving entities to depict more accurately the energy needs of their areas, thereby
potentially deferring or offsetting costly investments in new peaking generation and transmission.
Demand response resources can also provide an important role in real-time operations, including
providing emergency response and ancillary services. The Commission has recognized the value of
demand response resources in long-term and operational planning in several key recent orders. Order No.
890 required transmission providers to establish a coordinated, open planning process that allows for the
incorporation of demand response resources in all phases of the planning process on a basis comparable to
other resources.” Order Nos. 693 and 719 recognized the ability of demand response resources to
provide certain ancillary services when technically feasible.” Further integration of demand response
will depend on a clear articulation by regulators and legislators of the expected role of demand response
into operational and long-term planning. Key issues that should be resolved include how to account for
and plan for customer electricity consumption changes in response to dynamic pricing, the ability of
demand response resources to provide sustainable, long-term resources consistent with reliability
requirements, appropriate compensation of demand response resources, and proper treatement of costs
related to incorporation of demand response resources.

Recommendations to Achieve Specific Demand Response Potential
Scenarios

Below are recommendations tailored to each scenario, consistent with the requirement to estimate how
much of the potential can be achieved within five and ten years, accompanied by specific policy
recommendations to achieve the potential.

Expanded Business-as-Usual Scenario

6 Preventing Undue Discrimination and Preference in Transmission Service, Order No. 890, FERC Stats. & Regs. { 31,241 at P
479, order on reh’g, Order No. 890-A, FERC Stats. & Regs. 1 31,261 (2007), order on reh’'g, Order No. 890-B, 123 FERC
61,299 (2008), order on reh’g, Order No. 890-C, 126 FERC 1 61,228 (2009).

o Mandatory Reliability Standards for the Bulk-Power System, Order No. 693, FERC Stats. & Regs. 1 31,242, order on reh’g, Order
No. 693-A, 120 FERC 1 61,053 (2007) and Wholesale Competition in Regions with Organized Electric Markets, Order No. 719,
73 Fed. Reg. 61,400 (Oct. 28, 2008), FERC Stats. & Regs. 1 31,281 (2008), reh’g pending.
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The increase in demand response estimated under the Expanded Business-as-Usual scenario is based on
an assumption that current best-practice demand response programs are expanded to all states. To
implement such an expansion of demand response activities, it would be necessary to increase
significantly the number and extent of direct load control programs and interruptible tariffs, particularly in
regions and states that currently lack programs. A means of broadly sharing information on the
development, implementation and evaluation of direct load control programs and interruptible tariffs
would be helpful to states and localities considering similar programs. Development and updating of
model cost-effectiveness tools, particularly to include environmental challenges facing the states and the
nation, and to reflect the existence of spot wholesale and capacity markets in many regions, would also be
useful.

The Expanded Business-as-Usual scenario also assumes at least some amount of participation in dynamic
pricing at the retail level. In particular, all currently planned and announced AMI deployments would
need to be approved and installed to achieve the estimated demand response potential. This would
require broad-based support from utilities, governors, legislatures and state and local regulators. In
addition, funding issues would need to be addressed in order to consider the rate impact and benefits
associated with AMI for all customers.

There are two additional recommendations for actions that could significantly expand the demand
response programs necessary to achieve the potential represented by the Extended Business-as-Usual
scenario. First, in order to encourage more aggressive participation in expanded direct load control
programs and use of interruptible tariffs, payments to demand response resources should be designed to
compensate them for the value they provide. Some direct load control programs and interruptible tariffs
may not provide a sufficient financial incentive to participate. From an operational planning perspective,
reliable and cost-effective demand response is valuable whether it is used or not, because it serves as an
available resource that can be called upon during low probability events, such as system emergencies.
Regulators and industry should examine compensation methods to assure that demand response is
appropriately compensated.

Second, development of standardized practices for quantifying demand reductions would greatly improve
the ability of system operators to rely on demand response programs of all kinds and would minimize
gaming opportunities. For example, payments under direct load control programs and interruptible tariffs
are dependent on estimates of demand reductions. The lack of standards for measuring and verifying
reductions in demand has made it difficult to plan reliably for these resources, and has fueled concern
about potential gaming by participants. Central to the issue of measurement is a determination of the
customer baseline, or the estimate of what metered load would have been without the reduction in
demand. The North American Energy Standards Board (NAESB) is in the process of developing
business practice standards for measuring and verifying energy savings and peak demand reduction in the
wholesale and retail electric markets. Upon completion, federal and state regulators should work with
RTOs and utilities to incorporate these standards into their processes for settlement, operations and long-
term planning. In addition, efforts by states such as California to develop protocols for estimating
demand reduction should be encouraged and possibly adopted by other states.

Achievable Participation and Full Participation Scenarios

The increase in demand response participation estimated under the Achievable Participation and Full
Participation scenarios is primarily driven by widespread implementation of dynamic pricing. Universal
deployment of AMI is assumed in every state, along with implementation of cost-effective enabling
technologies for those customers participating in a dynamic pricing program. Examples of enabling
technologies include in-home displays, programmable communicating thermostats, or home area
networks. In order to achieve the demand response potential estimated in these scenarios, it would be
necessary for utilities to adopt and implement AMI. AMI has benefits to utilities beyond the facilitation
of dynamic pricing; for example it can substantially reduce the cost to read meters. Moreover, all
funding-related issues associated with AMI deployment would need to be addressed. In addition to
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directly funding AMI and implementing technologies, tax credits or accelerated depreciation could be
offered for investments.

The Achievable Participation scenario assumes universal adoption of default tariffs that impose dynamic
pricing on customers unless they expressly choose not to participate in the program. The Full
Participation scenario assumes mandatory participation in dynamic pricing programs by all customers.
To achieve the estimated demand response potential under either scenario, it would be necessary for retail
regulators to modify existing electric utility rates and rate structures to implement dynamic pricing on a
default or mandatory basis. Such rates would need to be designed to ensure that dynamic prices provide
for adequate recovery of investments, while also offering time-varying electricity prices to customers.
Funding for, or incentives to participate in, default dynamic pricing programs could be addressed by
national energy policy leaders, the electric industry, consumer organizations, governors, state legislatures,
and local and retail regulators. This is especially important as all these entities consider demand response
programs in the context of climate change and renewable portfolio requirements.

A significant additional barrier exists for implementation of dynamic pricing under the Achievable
Participation or Full Participation scenarios. This report notes that dynamic pricing with enabling
technologies is not cost-effective for all customers in all states. For example, in cooler states without a
large presence of central air conditioning, implementation of dynamic pricing with enabling technology
for residential customers may not be cost-effective. While the cost of some technologies, such as
programmable communicating thermostats, has declined (they are less than one-third of the price three
years ago), government funding may be appropriate to expedite the development and deployment of other
innovations, such as AMI and related technologies.

To support these scenarios, the customer education and technical assistance recommended above should
be expanded and enhanced. Many customers, particularly residential customers, will need extensive help
understanding the advantages of AMI and dynamic pricing. Sufficient resources should be expended
under both the Achievable and Full Participation Scenarios to ensure that customers are comfortable with
the new technology and are capable of adjusting their usage patterns and investment decisions. Similarly,
better and more current information on AMI technology, costs, operational, market, and consumer
benefits should be shared with regulators to support their decision-making on the full deployment of AMI
and dynamic pricing.

National Action Plan on Demand Response

In addition to developing a national estimate of demand response that is documented in this report, EISA
2007 requires FERC to develop a National Action Plan within one year of submission of this report.
EISA 2007 provides that the National Action Plan will, in the context of supporting demand response,
develop: (1) a national, customer-based communications program; (2) a technical assistance strategy to
states; and (3) a set of tools, information and support materials for use by stakeholders. The Action Plan
will be guided in part by the results of this Assessment.
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APPENDIX A. STATE PROFILES

The following state profiles provide detailed information on the demand response potential projections for
each state in the Assessment. The case studies presented in Chapter V of this report should be used as a
guide for interpreting the results.

Some of the state profiles make reference to the "share of peak demand" that each sector contributes.
This refers to the fraction of the entire state peak demand that is represented by that sector. In other
words, if a state has peak demand of 10 GW and the residential class peak demand is 4 GW, the share of
peak demand belonging to the residential class is 40 percent.

To provide context for interpreting the results, Table A-1 provides basic descriptive statistics for each of
the states and the District of Columbia.

Also, in Table A-2 and Table A-3 are summaries of the potential peak reductions from demand response
for 2014 (year five of the analysis horizon) and 2019 (year ten of the analysis horizon) for all states, as a
fraction of the estimated summer peak demand without demand response. (In a few instances, estimated
growth in peak demand between 2014 and 2019 exceeds estimated growth of demand response potential
over the same period, causing the 2014 fraction to exceed the 2019 fraction)
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Table A-1. Summary of Key Data by State

PAMALE] EWEIEEE @i CAC saturation | AMI deployment in

Total Number of accounts by rate class System Peak Average per customer (KW, rRes dential 2019 under EBAU
population Demand (MW) sector (%) scenario (%)

lAlabama 4,661,900 2,077,677 362,448 12,354 3,801 19,000 3.4 15.1 192 748 1.6 0.6 62 68
Alaska 686,293 266,671 45,183 3,270 62 1,417 0.9 45 80 1,029 0.4 0.2 3 21
|Arizona 6,500,180 2,567,749 280,527 15,965 1,381 18,456 3.8 16.9 165 822 0.2 0.1 87 83
|Arkansas 2,855,390 1,301,517 199,604 6,629 3,442 9,875 2.8 9.1 93 801 1.2 0.3 55 40
California 36,756,666 12,971,924 1,567,550 301,662 17,772 57,137 1.2 3.2 38 555 0.8 0.4 41 90
Colorado 4,939,456 2,068,055 282,139 88,021 1,531 10,837 15 1.9 40 901 0.9 0.1 47 43
Connecticut 3,501,252 1,449,983 141,998 11,261 8,044 7,524 1.6 3.9 63 206 0.9 0.4 27 52
Delaware 873,092 390,239 47,323 1,475 374 2,503 1.9 15.2 125 951 0.4 0.1 53 79
District of Columbiaj 591,833 206,047 24,506 1,842 1,229 2,403 1.6 9.5 158 745 1.5 0.1 56 100
Florida 18,328,340 8,615,249 921,368 224,874 9,195 49,453 3.1 2.9 40 696 0.2 0.6 91 74
Georgia 9,685,744 4,039,005 483,576 66,628 11,363 28,215 3.4 5.4 60 602 0.6 0.3 82 67
Hawaii 1,288,198 409,581 55,808 7,482 632 1,790 1.0 42 45 842 0.9 0.2 18 72
Idaho 1,523,816 647,581 65,923 55,692 928 4,962 2.9 3.9 31 636 0.4 0.1 67 69
lllinois 12,901,563 5,054,895 541,263 26,791 21,435 30,465 1.7 7.3 28 450 1.3 0.4 75 51
Indiana 6,376,792 2,734,788 286,888 65,468 8,038 22,890 2.4 6.3 52 798 1 0.3 74 40
lowa 3,002,555 1,320,241 183,320 30,471 3,507 9,169 1.9 4.1 47 709 1.6 11 70 55
Kansas 2,802,134 1,213,189 221,809 10,962 7,594 8,630 2.8 6.4 44 318 1.3 0.5 84 29
Kentucky 4,269,245 1,918,247 272,458 27,771 3,050 18,889 3.0 10.5 176 959 1.3 0.4 76 33
Louisiana 4,410,796 1,870,160 196,805 89,052 3,192 16,332 3.5 14.6 39 771 1.6 0.4 75 40
Maine 1,316,456 693,400 75,666 13,927 1,065 2,812 0.8 2.0 30 571 0.7 0.4 14 54
Maryland 5,633,597 2,187,996 230,938 17,496 4,054 13,583 2.6 13.1 32 606 0.4 0.1 78 82
Massachusetts 6,497,967 2,631,568 367,459 22,605 4,510 12,695 1.0 6.0 24 642 0.8 0.4 13 26
Michigan 10,003,422 4,336,390 485,729 44,172 10,836 23,292 1.5 6.2 48 609 1.2 0.4 57 69
Minnesota 5,220,393 2,283,083 189,477 75,091 10,044 14,123 1.7 32 42 327 1.3 11 51 46
Mississippi 2,938,618 1,222,047 228,202 1,565 2,228 9,835 3.5 8.8 78 1,215 1.6 0.6 75 42
Missouri 5,911,605 2,670,172 347,394 25,739 4,651 17,362 3.1 5.0 110 748 1.3 0.7 88 45
Montana 967,440 456,112 103,892 890 238 2,991 1.6 12.3 157 1,101 1.3 0.2 42 22
Nebraska 1,783,432 787,312 178,123 10,854 2,889 5,771 2.6 45 128 291 1.6 11 83 19
Nevada 2,600,167 1,079,306 145,469 4,497 1,963 7,538 3.1 12.1 112 931 0.2 0.1 87 25
New Hampshire 1,315,809 600,399 102,868 831 1,875 2,539 11 4.7 32 306 0.2 0.4 13 45
New Jersey 8,682,661 3,414,289 461,304 10,998 10,375 17,273 2.2 7.1 77 395 0.8 0.7 55 56
New Mexico 1,984,356 829,100 122,560 16,755 1,296 4,671 1.3 4.8 61 707 1.2 0.1 42 37
New York 19,490,297 6,855,544 958,009 66,351 5,265 33,809 1.3 5.7 81 820 0.8 0.3 17 42
North Carolina 9,222,414 4,128,231 619,832 29,169 3,277 26,548 3.2 5.6 168 1,373 0.5 0.3 84 47
North Dakota 641,481 310,222 54,365 2,211 699 2,379 2.2 9.7 129 614 1.6 1.1 51 34
Ohio 11,485,910 4,908,791 569,999 59,607 13,010 33,238 2.0 85 65 604 1.3 0.3 63 39
Oklahoma 3,642,361 1,629,818 243,831 30,398 3,097 11,919 3.3 3.8 70 778 1.2 0.1 84 41
Oregon 3,790,060 1,610,829 220,262 36,132 1,521 10,476 1.9 45 75 680 0.7 0.4 38 59
Pennsylvania 12,448,279 5,217,010 618,439 75,656 10,577 31,488 1.7 8.2 43 644 1.2 0.7 50 64
Rhode Island 1,050,788 432,307 48,623 8,614 864 1,785 1.0 2.7 32 393 0.8 0.4 12 25
South Carolina 4,479,800 2,028,361 326,244 15,666 2,327 16,947 3.6 7.6 172 1,696 1 0.3 84 37
South Dakota 804,194 355,714 66,375 658 875 2,128 2.2 9.3 87 402 1.6 11 71 27
Tennessee 6,214,888 2,660,110 428,663 30,312 3,735 22,475 3.9 11.5 186 376 1 0.6 81 29
[Texas 24,326,974 9,397,317 1,269,490 411,961 5,756 72,723 33 3.7 47 2,086 0.3 0.3 80 71
Utah 2,736,424 911,744 103,864 16,754 791 5,742 1.6 4.9 86 1,322 0.4 0.1 42 23
/ermont 621,270 310,842 46,230 3,075 313 1,085 0.9 2.2 49 773 0.6 0.4 7 59
irginia 7,769,089 3,170,126 369,208 32,352 7,886 22,412 2.5 4.6 88 708 0.7 0.3 50 46
Washington 6,549,224 2,762,275 345,256 26,145 3,568 18,538 1.8 6.5 110 771 0.6 0.4 29 46
est Virginia 1,814,468 855,919 135,823 11,181 1,199 6,916 2.3 6.3 78 1,431 1.6 0.1 50 45
Wisconsin 5,627,967 2,581,840 290,192 44,419 4,518 14,845 1.4 4.1 61 782 15 0.9 62 65
yoming 532,668 245,648 61,758 3,587 585 3,236 1.7 14.9 66 1,551 1.6 0.2 42 21

80 A National Assessment of Demand Response Potential
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Table A-2: Potential Peak Demand Reduction by State (2014

Business-as Expanded Achievable ‘ ‘ Full
Usual BAU Participation Participation

Alabama 6% 10% 13% 17%
Alaska 0% 2% 2% 2%
Arizona 1% 5% 14% 22%
Arkansas 3% 13% 13% 14%
California 7% 7% 12% 16%
Colorado 4% 5% 6% 7%
Connecticut 17% 22% 23% 24%
Delaware 4% 7% 11% 15%
District of Columbia 8% 18% 18% 21%
Florida 5% 9% 13% 17%
Georgia 4% 12% 16% 19%
Hawaii 2% 5% 7% 9%
Idaho 1% 6% 11% 15%
Illinois 7% 9% 9% 9%
Indiana 5% 7% 8% 10%
lowa 6% 9% 10% 12%
Kansas 3% 7% 8% 9%
Kentucky 2% 5% 6% 7%
Louisiana 0% 5% 6% 7%
Maine 17% 19% 20% 21%
Maryland 11% 14% 22% 28%
Massachusetts 7% 10% 11% 11%
Michigan 8% 13% 14% 15%
Minnesota 12% 13% 15% 16%
Mississippi 1% 7% 8% 9%
Missouri 1% 9% 11% 13%
Montana 0% 4% 4% 5%
Nebraska 10% 14% 14% 15%
Nevada 0% 9% 10% 12%
New Hampshire 4% 8% 8% 8%
New Jersey 4% 8% 9% 10%
New Mexico 1% 6% 6% 7%
New York 8% 9% 10% 11%
North Carolina 5% 10% 10% 11%
North Dakota 1% 5% 6% 6%
Ohio 1% 11% 12% 12%
Oklahoma 0% 9% 10% 10%
Oregon 0% 3% 6% 9%
Pennsylvania 7% 11% 14% 16%
Rhode Island 7% 10% 11% 11%
South Carolina 4% 9% 10% 11%
South Dakota 1% 6% 6% 6%
Tennessee 5% 8% 9% 9%
Texas 1% 8% 12% 16%
Utah 8% 12% 13% 14%
Vermont 8% 9% 10% 11%
Virginia 1% 6% 7% 8%
Washington 0% 4% 5% 7%
West Virginia 3% 10% 10% 11%
Wisconsin 1% 5% 6% 7%
Wyoming 0% 6% 7% 7%
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Table A-3: Potential Peak Demand Reduction by State (2019

Business-as Expanded Achievable Full
Usual BAU Participation Participation

Alabama 5% 10% 15% 21%
Alaska 0% 2% 5% 7%
Arizona 1% 5% 18% 28%
Arkansas 2% 13% 17% 21%
California 6% 7% 13% 17%
Colorado 3% 5% 12% 17%
Connecticut 16% 21% 26% 29%
Delaware 4% 7% 13% 19%
District of Columbia 7% 18% 17% 20%
Florida 5% 9% 18% 25%
Georgia 3% 12% 18% 25%
Hawaii 2% 5% 8% 11%
Idaho 1% 6% 14% 21%
Illinois 6% 8% 12% 15%
Indiana 5% 7% 13% 18%
lowa 5% 8% 13% 17%
Kansas 2% 7% 13% 17%
Kentucky 1% 5% 11% 18%
Louisiana 0% 5% 12% 18%
Maine 16% 19% 22% 24%
Maryland 11% 13% 24% 32%
Massachusetts 7% 10% 14% 17%
Michigan 8% 12% 14% 16%
Minnesota 12% 13% 16% 19%
Mississippi 1% 7% 13% 19%
Missouri 1% 9% 14% 19%
Montana 0% 4% 9% 14%
Nebraska 9% 13% 19% 24%
Nevada 0% 9% 18% 26%
New Hampshire 3% 8% 10% 13%
New Jersey 4% 8% 12% 18%
New Mexico 1% 6% 11% 15%
New York 7% 9% 13% 17%
North Carolina 4% 10% 17% 25%
North Dakota 1% 5% 10% 14%
Ohio 1% 11% 14% 17%
Oklahoma 0% 9% 14% 19%
Oregon 0% 3% 9% 14%
Pennsylvania 7% 10% 15% 19%
Rhode Island 7% 10% 13% 16%
South Carolina 4% 9% 17% 23%
South Dakota 1% 6% 12% 17%
Tennessee 4% 8% 17% 24%
Texas 1% 8% 15% 21%
Utah 7% 12% 18% 23%
Vermont 7% 8% 11% 13%
Virginia 1% 6% 11% 16%
Washington 0% 4% 9% 12%
West Virginia 3% 10% 13% 18%
Wisconsin 1% 5% 8% 11%
Wyoming 0% 6% 9% 12%
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Alabama State Profile

Key drivers of Alabama’s demand response potential estimate include: higher-than-average residential
CAC saturation of 62 percent, a customer mix that has an above average share of peak demand in the
Small C&l class (31%), a moderate amount of existing Interruptible Tariffs for the Large C&lI class,
and the potential to deploy AMI at a faster-than-average rate. Enabling technologies and DLC are cost
effective for all customer classes in the state. Most of the growth potential in demand response comes
from the Residential class.

BAU: Alabama’s existing demand response comes primarily from a large Interruptible Tariff program
for Large C&I customers.

Expanded BAU: Growth in demand response impacts is driven primarily through two sources. There
is the addition of Other DR programs for the Large C&I class, which currently do not exist in the state.
In addition, there is a lot of growth potential for DLC in the Residential class due higher-than-average
residential CAC saturation.

Achievable Participation: High CAC saturation in the Residential class drives a significant increase in
demand response potential through dynamic pricing with and without enabling technologies. Large
C&I demand response potential is not significantly higher than in the Expanded BAU scenario due to
smaller per-customer impacts from pricing with technology relative to Other DR.

Full Participation: Similar to the Achievable Participation scenario, high CAC saturation in the
Residential class drives the increase in impacts. The growth in impacts from the base BAU scenario are
dominated by pricing with enabling technologies, which are cost-effective for all customer classes.

Alabama DR Potential in 2019, by Scenario
(2019 System Peak = 23.3 GW)
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Total Potential Peak Reduction from Demand Response in Alabama, 2019

Residential et Total VGl
(% of (% of
(MW) (% of (MW)
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 10 0.0% 10 0.0%
Automated/Direct Load Control 16 0.1% 0 0.0% 0 0.0% 0 0.0% 16 0.1%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 1,224 5.2% 1,224 5.2%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 16 0.1% 0 0.0% 0 0.0% 1,234 5.3% 1,250 5.4%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 42 0.2% 1 0.0% 8 0.0% 10 0.0% 61 0.3%
Automated/Direct Load Control 559 2.4% 13 0.1% 9 0.0% 0 0.0% 581 2.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 33 0.1% 1,311 5.6% 1,345 5.8%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 271 1.2% 271 1.2%
Total 601 2.6% 15 0.1% 50 0.2% 1,592 6.8% 2,258 9.7%
Achievable Participation
Pricing with Technology 825 3.5% 312 1.3% 110 0.5% 58 0.2% 1,305 5.6%
Pricing without Technology 453 1.9% 17 0.1% 73 0.3% 105 0.5% 648 2.8%
Automated/Direct Load Control 145 0.6% 3 0.0% 4 0.0% 0 0.0% 152 0.6%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 33 0.1% 1,311 5.6% 1,345 5.8%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 112 0.5% 112 0.5%
Total 1,422 6.1% 333 1.4% 221 0.9% 1,586 6.8% 3,562 15.3%
Full Participation
Pricing with Technology 1,929 8.3% 730 3.1% 322 1.4% 169 0.7% 3,150 13.5%
Pricing without Technology 130 0.6% 9 0.0% 36 0.2% 136 0.6% 310 1.3%
Automated/Direct Load Control 16 0.1% 0 0.0% 0 0.0% 0 0.0% 16 0.1%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 33 0.1% 1,311 5.6% 1,345 5.8%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 2,074 8.9% 739 3.2% 391 1.7% 1,616 6.9% 4,821 20.6%
Alabama System Peak Demand Forecasts by Scenario
25,000
— System Peak
. 20,000 (without DR)
= 8 B = . b3 o < © @
s M ¢ ——BAU
N
< 15,000 -
c
@© -0—- Expanded BAU
e
a
~ 10,000 —~— Achievable
8 Participation
o <o Full Participation
5,000 - ull Participati
0 T T T T T T T T T
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
84 A National Assessment of Demand Response Potential



Appendix A — State Profiles

Alaska State Profile

Key drivers of Alaska’s demand response potential estimate include: very low residential CAC
saturation, a customer mix that has an above average share of peak demand in the Small and Medium
C&I classes (26% and 34%, respectively), a small amount of existing demand response, and the
expectation that it will deploy AMI at a lower-than-average rate. Enabling technologies are cost
effective for all C&I classes in the state, but not for the residential class.

BAU: Alaska’s existing demand response comes from two sources. In the Residential class, there is a
small amount of non-air conditioning DLC, and in the Medium C&lI class, there is a small amount of
Other DR.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of
Interruptible Tariffs programs for the Large C&I class, which currently do not exist in the state. Within
the Large C&lI class, demand response is split between Interruptible Tariffs and Other DR. The only
other substantial growth in demand response comes from Interruptible Tariffs in the Medium C&l class.

Achievable Participation: A significant increase in demand response potential comes from dynamic
pricing with and without enabling technology. However, for the Large C&I class specifically, demand
response potential does not change significantly from Expanded BAU scenario due to smaller per-
customer impacts from pricing relative to Other DR. Since enabling technology did not prove to be
cost-effective in the Residential sector, all of the pricing impacts are without enabling technology.

Full Participation: Similar to the Achievable Participation scenario, a significant increase in demand
response potential comes from dynamic pricing. The majority of the statewide impacts come from
pricing with enabling technologies, which are cost-effective for all customer classes except Residential.

Alaska DR Potential in 2019, by Scenario
(2019 System Peak = 1.7 GW)
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Total Potential Peak Reduction from Demand Response in Alaska, 2019

2009 2010 2011 2012 2

013 2014 2015 2016 2017 20

18 2019

Residential Residential Total
(% of (% of
(MW)
system) system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 4 0.2% 0 0.0% 0 0.0% 0 0.0% 4 0.2%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 3 0.2% 3 0.2%
Total 4 0.2% 0 0.0% 0 0.0% 3 0.2% 7 0.4%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 1 0.0%
Automated/Direct Load Control 4 0.2% 1 0.1% 1 0.1% 0 0.0% 6 0.4%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 4 0.2% 9 0.5% 12 0.7%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 6 0.4% 6 0.4%
Total 4 0.3% 1 0.1% 5 0.3% 15 0.9% 26 1.5%
Achievable Participation
Pricing with Technology 0 0.0% 10 0.6% 11 0.7% 1 0.1% 23 1.4%
Pricing without Technology 22 1.3% 1 0.0% 9 0.5% 2 0.1% 34 2.0%
Automated/Direct Load Control 4 0.2% 0 0.0% 1 0.0% 0 0.0% 5 0.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 4 0.2% 9 0.5% 12 0.7%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 3 0.2% 3 0.2%
Total 26 1.6% 11 0.7% 24 1.4% 15 0.9% 77 4.6%
Full Participation
Pricing with Technology 0 0.0% 24 1.5% 33 2.0% 4 0.2% 61 3.7%
Pricing without Technology 29 1.8% 0 0.0% 5 0.3% 3 0.2% 38 2.3%
Automated/Direct Load Control 4 0.2% 0 0.0% 0 0.0% 0 0.0% 4 0.2%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 4 0.2% 9 0.5% 12 0.7%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 3 0.2% 3 0.2%
Total 33 2.0% 25 1.5% 42 2.5% 19 1.1% 119 7.1%
Alaska System Peak Demand Forecasts by Scenario
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Arizona State Profile

Key drivers of Arizona’s demand response potential estimate include: higher-than-average residential
CAC saturation of 87 percent, a customer mix that has an above average share of peak demand in the
Residential and Small C&I classes (54% and 26%, respectively), a small amount of existing demand
response, and the potential to deploy AMI at a faster-than-average rate. Enabling technologies and
DLC are cost effective for all customer classes in the state. This cost-effectiveness, high residential
CAC saturation and a large proportion of customers in the Residential and Small C&I sectors means
that control of CAC load will be the key driver of demand response growth in Arizona.

BAU: Arizona’s existing demand response comes primarily from a small Interruptible Tariffs program
for large C&I customers. Note that Arizona has the largest residential TOU program in the U.S., but for
reasons described previously in the report, TOU rates are excluded as a demand response option in this

analysis.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of DLC
programs for the Residential class, which currently do not exist in the state. This growth is due to
Arizona’s high share of Residential load and high CAC saturation rate.

Achievable Participation: High CAC saturation in the Residential sector drives a significant increase
in demand response potential through dynamic pricing with and without enabling technologies.

Full Participation: Similar to the Achievable Participation scenario, high CAC saturation combined
with a large share of load in the Residential sector drives the increase in impacts. The impacts are
dominated by pricing with enabling technologies, which are cost-effective for all customer classes.

Arizona DR Potential in 2019, by Scenario
(2019 System Peak = 22.4 GW)
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Total Potential Peak Reduction from Demand Response in Arizona, 2019

Residential Fesietuied Total VGIE]
(MW) (% of (MW) (% of
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 4 0.0% 0 0.0% 0 0.0% 0 0.0% 4 0.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 6 0.0% 184 0.8% 189 0.8%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 30 0.1% 30 0.1%
Total 4 0.0% 0 0.0% 6 0.0% 214 1.0% 223 1.0%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 114 0.5% 2 0.0% 11 0.1% 4 0.0% 130 0.6%
Automated/Direct Load Control 636 2.8% 6 0.0% 6 0.0% 0 0.0% 648 2.9%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 55 0.2% 220 1.0% 275 1.2%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 112 0.5% 112 0.5%
Total 750 3.3% 7 0.0% 74 0.3% 336 1.5% 1,166 5.2%
Achievable Participation
Pricing with Technology 2,003 8.9% 254 1.1% 119 0.5% 24 0.1% 2,400 10.7%
Pricing without Technology 913 4.1% 17 0.1% 91 0.4% 44 0.2% 1,065 4.8%
Automated/Direct Load Control 166 0.7% 1 0.0% 3 0.0% 0 0.0% 170 0.8%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 55 0.2% 220 1.0% 275 1.2%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 47 0.2% 47 0.2%
Total 3,082 13.7% 273 1.2% 269 1.2% 334 1.5% 3,957 17.7%
Full Participation
Pricing with Technology 4,685 20.9% 595 2.7% 349 1.6% 70 0.3% 5,698 25.4%
Pricing without Technology 67 0.3% 11 0.1% 58 0.3% 57 0.3% 193 0.9%
Automated/Direct Load Control 4 0.0% 0 0.0% 0 0.0% 0 0.0% 4 0.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 55 0.2% 220 1.0% 275 1.2%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 30 0.1% 30 0.1%
Total 4,755 21.2% 606 2.7% 462 2.1% 377 1.7% 6,200 27.7%
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Arkansas State Profile

Key drivers of Arkansas’s demand response potential estimate include: average residential CAC
saturation of 55 percent, a customer mix that has an above average share of peak demand in the small
and Large C&lI classes (21% and 31%, respectively), a small amount of existing demand response, and
the expectation that it will deploy AMI at a slightly lower-than-average rate. Enabling technologies and
DLC are cost effective for all customer classes in the state.

BAU: Arkansas’s existing demand response comes from all customer classes, but none of these
programs are that large. DLC in all but the Large C&I class contributes the majority of the total.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of
Other DR programs and Interruptible Tariffs for the Large C&I class. This high growth is due to
Arkansas’s high share of Large C&I load.

Achievable Participation: CAC saturation in the Residential sector drives a significant increase in
demand response potential through dynamic pricing with and without enabling technologies. Large
C&I demand response potential is slightly lower than in the Expanded BAU scenario due to smaller
per-customer impacts from pricing with technology relative to Other DR.

Full Participation: Similar to the Achievable Participation scenario, CAC saturation drives the
increase in impacts. The impacts are dominated by pricing with enabling technologies, which are cost-
effective for all customer classes. Interruptible Tariffs in the Large C&I sector remain a significant
portion of overall impacts and a key source of growth from BAU.

Arkansas DR Potential in 2019, by Scenario
(2019 System Peak = 12 GW)
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Total Potential Peak Reduction from Demand Response in Arkansas, 2019

Large

) ) Residential Total
Residential % of c&l Total % of
(MW) _ (ot (% of (MW) @
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 69 0.6% 120 1.0% 13 0.1% 0 0.0% 202 1.7%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 79 0.7% 79 0.7%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 13 0.1% 13 0.1%
Total 69 0.6% 120 1.0% 13 0.1% 92 0.8% 295 2.4%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 13 0.1% 0 0.0% 1 0.0% 5 0.0% 19 0.2%
Automated/Direct Load Control 202 1.7% 120 1.0% 13 0.1% 0 0.0% 336 2.8%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 9 0.1% 536 4.5% 545 4.5%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 643 5.3% 643 5.3%
Total 215 1.8% 120 1.0% 23 0.2% 1,184 9.8% 1,543 12.8%
Achievable Participation
Pricing with Technology 418 3.5% 106 0.9% 29 0.2% 57 0.5% 611 5.1%
Pricing without Technology 246 2.0% 6 0.0% 19 0.2% 104 0.9% 375 3.1%
Automated/Direct Load Control 69 0.6% 120 1.0% 13 0.1% 0 0.0% 202 1.7%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 9 0.1% 536 4.5% 545 4.5%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 262 2.2% 262 2.2%
Total 733 6.1% 232 1.9% 70 0.6% 960 8.0% 1,996 16.6%
Full Participation
Pricing with Technology 978 8.1% 248 2.1% 85 0.7% 167 1.4% 1,479 12.3%
Pricing without Technology 87 0.7% 3 0.0% 9 0.1% 135 1.1% 235 2.0%
Automated/Direct Load Control 69 0.6% 120 1.0% 13 0.1% 0 0.0% 202 1.7%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 9 0.1% 536 4.5% 545 4.5%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 13 0.1% 13 0.1%
Total 1,134 9.4% 371 3.1% 117 1.0% 852 7.1% 2,474 20.6%
Arkansas System Peak Demand Forecasts by Scenario
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California State Profile

Key drivers of California’s demand response potential estimate include: lower-than-average residential
CAC saturation of 41 percent, a customer mix that has an above average share of peak demand in the
Medium and Large C&lI classes (50% combined), a large amount of existing demand response, and the
potential to deploy AMI at a faster-than-average rate. DLC is cost effective for all customer classes in
the state. Enabling technologies are not cost effective for the Small C&I class.

BAU: California’s existing demand response comes from three major sources — Interruptible Tariffs
and Other DR in the Large C&lI class and DLC in the Residential class. In addition, there is moderate
demand response in place in the Small and Medium C&al classes, as well as some dynamic pricing.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of
Other DR programs for the Large C&I class. This is due to California’s high share of Large C&lI load,
which would also allow for significant growth in the existing Interruptible Tariff. Demand response
potential in the Large C&l class is nearly the same as in the BAU scenario.

Achievable Participation: Dynamic pricing with technology in the Residential class drives a
significant increase in demand response potential. Large C&I demand response potential is slightly
higher than in the Expanded BAU scenario.

Full Participation: Similar to the Achievable Participation scenario, dynamic pricing with technology
in the Residential sector drives a significant increase in demand response potential. Demand response
potential in the Large C&l class is nearly the same as in the Achievable Participation scenario.

California DR Potential in 2019, by Scenario
(2019 System Peak = 69.6 GW)
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Total Potential Peak Reduction from Demand Response in California, 2019

Residential . Total

Residential & o
Mw) — —bof_ _Cs o S8 gpor  uw)  (of
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 391 0.6% 21 0.0% 108 0.2% 13 0.0% 532 0.8%
Automated/Direct Load Control 970 1.4% 36 0.1% 45 0.1% 0 0.0% 1,050 1.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 25 0.0% 1,626 2.3% 1,651 2.4%
Other DR Programs 0 0.0% 31 0.0% 0 0.0% 1,012 1.5% 1,043 1.5%
Total 1,361 2.0% 88 0.1% 177 0.3% 2,651 3.8% 4,276 6.1%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 391 0.6% 21 0.0% 108 0.2% 36 0.1% 556 0.8%
Automated/Direct Load Control 970 1.4% 42 0.1% 152 0.2% 0 0.0% 1,163 1.7%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 233 0.3% 1,626 2.3% 1,859 2.7%
Other DR Programs 0 0.0% 31 0.0% 1 0.0% 1,012 1.5% 1,044 1.5%
Total 1,361 2.0% 94 0.1% 494 0.7% 2,674 3.8% 4,622 6.6%
Achievable Participation
Pricing with Technology 1,931 2.8% 0 0.0% 500 0.7% 205 0.3% 2,636 3.8%
Pricing without Technology 1,400 2.0% 29 0.0% 382 0.5% 372 0.5% 2,184 3.1%
Automated/Direct Load Control 970 1.4% 36 0.1% 67 0.1% 0 0.0% 1,072 1.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 233 0.3% 1,626 2.3% 1,859 2.7%
Other DR Programs 0 0.0% 31 0.0% 1 0.0% 1,012 1.5% 1,043 1.5%
Total 4,302 6.2% 96 0.1% 1,182 1.7% 3,215 4.6% 8,795 12.6%
Full Participation
Pricing with Technology 4,518 6.5% 0 0.0% 1,462 2.1% 598 0.9% 6,578 9.4%
Pricing without Technology 757 1.1% 38 0.1% 243 0.3% 482 0.7% 1,521 2.2%
Automated/Direct Load Control 970 1.4% 36 0.1% 45 0.1% 0 0.0% 1,050 1.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 233 0.3% 1,626 2.3% 1,859 2.7%
Other DR Programs 0 0.0% 31 0.0% 0 0.0% 1,012 1.5% 1,043 1.5%
Total 6,245 9.0% 105 0.2% 1,983 2.8% 3,719 5.3% 12,052 17.3%
California System Peak Demand Forecasts by Scenario
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Colorado State Profile

Key drivers of Colorado’s demand response potential estimate include: lower-than-average residential
CAC saturation of 47 percent, a customer mix that has an above average share of peak demand in
Medium and Large C&I (57% combined), a moderate amount of existing demand response, and the
expectation that it will deploy AMI at a slightly lower-than-average rate. DLC is cost effective for all
customer classes in the state. Enabling technologies are not cost effective for the Small C&lI class.

BAU: Colorado’s existing demand response comes primarily from DLC for Residential and Medium
C&lI customers. An Interruptible Tariff program for Large C&I customers also contributes significantly
to the total.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of
Other DR programs for the Large C&I class. In addition, the Medium C&I class provides some
Interruptible Tariffs demand response.

Achievable Participation: The Residential class and a large proportion of customers in the Medium
C&aI sector drive a significant increase in demand response potential through dynamic pricing with and
without enabling technologies. Large C&I demand response potential is slightly lower than in the
Expanded BAU scenario due to smaller per-customer impacts from pricing with technology relative to
Other DR.

Full Participation: Similar to the Achievable Participation scenario, customers in the Residential and
Medium C&I sectors drive the increase in impacts. The impacts are dominated by pricing with
enabling technology for Residential and Medium C&I customers.

Colorado DR Potential in 2019, by Scenario

(2019 System Peak = 13.2 GW)
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Total Potential Peak Reduction from Demand Response in Colorado, 2019

Large

. . Residential Total
Residential % of c&l Total % of
(MW) _ (ot (% of (MW) @
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 1 0.0% 0 0.0% 11 0.1% 12 0.1%
Automated/Direct Load Control 114 0.9% 1 0.0% 177 1.3% 0 0.0% 292 2.2%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 104 0.8% 104 0.8%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 20 0.2% 20 0.2%
Total 114 0.9% 2 0.0% 177 1.3% 135 1.0% 428 3.2%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 15 0.1% 1 0.0% 8 0.1% 11 0.1% 34 0.3%
Automated/Direct Load Control 145 1.1% 7 0.1% 177 1.3% 0 0.0% 329 2.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 52 0.4% 104 0.8% 156 1.2%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 140 1.1% 140 1.1%
Total 159 1.2% 7 0.1% 237 1.8% 255 1.9% 659 5.0%
Achievable Participation
Pricing with Technology 409 3.1% 0 0.0% 159 1.2% 29 0.2% 598 4.5%
Pricing without Technology 273 2.1% 3 0.0% 122 0.9% 53 0.4% 451 3.4%
Automated/Direct Load Control 114 0.9% 2 0.0% 177 1.3% 0 0.0% 293 2.2%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 52 0.4% 104 0.8% 156 1.2%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 57 0.4% 57 0.4%
Total 796 6.0% 5 0.0% 510 3.9% 244 1.8% 1,555 11.8%
Full Participation
Pricing with Technology 958 7.3% 0 0.0% 465 3.5% 86 0.6% 1,509 11.4%
Pricing without Technology 128 1.0% 4 0.0% 77 0.6% 69 0.5% 279 2.1%
Automated/Direct Load Control 114 0.9% 1 0.0% 177 1.3% 0 0.0% 292 2.2%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 52 0.4% 104 0.8% 156 1.2%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 20 0.2% 20 0.2%
Total 1,200 9.1% 5 0.0% 772 5.8% 278 2.1% 2,256 17.1%
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Connecticut State Profile

Key drivers of Connecticut’s demand response potential estimate include: lower-than-average
residential CAC saturation of 27 percent, a customer mix that has an above average share of peak
demand in the Residential and Large C&I classes (45% and 31%, respectively), a large amount of
existing demand response in the Medium and Large C&I sectors (especially Other DR), and the
expectation that it will deploy AMI at a slightly lower-than-average rate. DLC is cost effective for all
customer classes in the state. Enabling technologies are not cost effective for the Small and Large C&l
classes.

BAU: Connecticut’s existing demand response comes primarily from Other DR for Medium and Large
C&lI customers, the bulk of which is in the ISO New England forward capacity market.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of
Interruptible Tariffs for the Large C&I class, which currently do not exist in the state. This high growth
is due to Connecticut’s large share of Large C&I load.

Achievable Participation: The Residential class drives a significant increase in demand response
potential through dynamic pricing with and without enabling technologies. Large C&Il demand
response potential is slightly higher than in the Expanded BAU scenario.

Full Participation: Similar to the Achievable Participation scenario, a large share of load in the
Residential class drives the increase in impacts. Since CAC saturation is lower than average, the
growth the Residential sector is not as much as is seen in hotter states for this scenario. The Large C&I
class does not experience any growth in pricing with enabling technology because it is not cost effective
for that class. Overall, the incremental increase in potential is small relative to the BAU.

Connecticut DR Potential in 2019, by Scenario
(2019 System Peak = 8.5 GW)
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RES e ENIE]

Total Potential Peak Reduction from Demand Response in Connecticut, 2019

Large

Residential % of cal Total i
(MW) _ (ot (% of (MW)
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 7 0.1% 0 0.0% 0 0.0% 0 0.0% 7 0.1%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 3 0.0% 3 0.0%
Other DR Programs 0 0.0% 0 0.0% 130 1.5% 1,229 14.4% 1,360 16.0%
Total 7 0.1% 0 0.0% 130 1.5% 1,233 14.5% 1,369 16.1%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 9 0.1% 0 0.0% 2 0.0% 3 0.0% 14 0.2%
Automated/Direct Load Control 104 1.2% 3 0.0% 4 0.1% 0 0.0% 111 1.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 9 0.1% 303 3.6% 313 3.7%
Other DR Programs 0 0.0% 0 0.0% 130 1.5% 1,229 14.4% 1,360 16.0%
Total 113 1.3% 3 0.0% 146 1.7% 1,536 18.0% 1,798 21.1%
Achievable Participation
Pricing with Technology 195 2.3% 0 0.0% 29 0.3% 0 0.0% 224 2.6%
Pricing without Technology 154 1.8% 3 0.0% 22 0.3% 75 0.9% 255 3.0%
Automated/Direct Load Control 27 0.3% 1 0.0% 2 0.0% 0 0.0% 29 0.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 9 0.1% 303 3.6% 313 3.7%
Other DR Programs 0 0.0% 0 0.0% 130 1.5% 1,229 14.4% 1,360 16.0%
Total 376 4.4% 4 0.0% 193 2.3% 1,608 18.9% 2,181 25.6%
Full Participation
Pricing with Technology 457 5.4% 0 0.0% 84 1.0% 0 0.0% 541 6.4%
Pricing without Technology 93 1.1% 4 0.0% 15 0.2% 125 1.5% 237 2.8%
Automated/Direct Load Control 7 0.1% 0 0.0% 0 0.0% 0 0.0% 7 0.1%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 9 0.1% 303 3.6% 313 3.7%
Other DR Programs 0 0.0% 0 0.0% 130 1.5% 1,229 14.4% 1,360 16.0%
Total 557 6.5% 4 0.0% 239 2.8% 1,658 19.5% 2,458 28.9%
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Delaware State Profile

Key drivers of Delaware’s demand response potential estimate include: average residential CAC
saturation of around 55 percent, a customer mix that has an above average share of peak demand in the
Small C&lI class (36%), a moderate amount of existing demand response in the Large C&lI class though
Other DR, and the potential to deploy AMI at a faster-than-average rate. DLC and enabling
technologies are cost effective for all customer classes in the state.

BAU: Delaware’s existing demand response comes primarily from a large Other DR program for
Large C&I customers. In addition, there is a moderate amount of DLC in the Residential class. Small
and Medium C&I have any demand response.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of DLC
programs for the Residential class and Interruptible Tariffs for the Large C&I class, which currently do
not exist in the state. Although Delaware has a large share of Small C&I load, there is not much growth
in that customer class in this scenario.

Achievable Participation: CAC saturation in the Residential class drives a significant increase in
demand response potential through dynamic pricing with enabling technology. The Small C&I class
shows some growth through dynamic pricing with enabling technology.

Full Participation: Similar to the Achievable Participation scenario, residential CAC saturation
combined with a large share of load in the Small C&aI class drives the increase in impacts. Medium and
Large C&I also show an increase due to pricing with enabling technology.

Delaware DR Potential in 2019, by Scenario
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Total Potential Peak Reduction from Demand Response in Delaware, 2019

Large

. ) RESENIE] . Total
Residential % of | c&l Total % of
(MW) _ (ot (% of (MW) L
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 18 0.6% 0 0.0% 0 0.0% 0 0.0% 18 0.6%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 100 3.4% 100 3.4%
Total 18 0.6% 0 0.0% 0 0.0% 100 3.4% 118 4.1%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 5 0.2% 0 0.0% 1 0.0% 1 0.0% 7 0.3%
Automated/Direct Load Control 44 1.5% 1 0.0% 0 0.0% 0 0.0% 46 1.6%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 3 0.1% 48 1.7% 51 1.8%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 100 3.4% 100 3.4%
Total 50 1.7% 1 0.0% 4 0.1% 150 5.2% 204 7.0%
Achievable Participation
Pricing with Technology 84 2.9% 41 1.4% 9 0.3% 7 0.2% 141 4.8%
Pricing without Technology 52 1.8% 2 0.1% 6 0.2% 13 0.5% 74 2.5%
Automated/Direct Load Control 18 0.6% 0 0.0% 0 0.0% 0 0.0% 18 0.6%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 3 0.1% 48 1.7% 51 1.8%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 100 3.4% 100 3.4%
Total 154 5.3% 44 1.5% 17 0.6% 169 5.8% 384 13.2%
Full Participation
Pricing with Technology 196 6.7% 96 3.3% 25 0.9% 21 0.7% 338 11.6%
Pricing without Technology 22 0.8% 1 0.0% 3 0.1% 17 0.6% 43 1.5%
Automated/Direct Load Control 18 0.6% 0 0.0% 0 0.0% 0 0.0% 18 0.6%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 3 0.1% 48 1.7% 51 1.8%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 100 3.4% 100 3.4%
Total 235 8.1% 97 3.4% 30 1.0% 187 6.4% 550 18.9%

Delaware System Peak Demand Forecasts by Scenario
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District of Columbia Profile

Key drivers of the District of Columbia’s demand response potential estimate include: average
residential CAC saturation of around 55 percent, a customer mix that has an above average share of
peak demand in the Large C&I class (52%), a moderate amount of existing demand response in the
Large C&I sector due to Other DR programs, and the potential to deploy AMI at a faster-than-average
rate. DLC is cost effective for all customer classes in the state. Enabling technologies are not cost
effective for the Residential class.

BAU: The District of Columbia’s existing demand response comes entirely from Other DR for Large
C&I customers.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of
Interruptible Tariffs for the Large C&I class, which currently do not exist in the state. Other DR
expands substantially as well. This high growth is due to the District of Columbia’s large share of
Large C&l load.

Achievable Participation: Large C&I demand response potential is lower than in the Expanded BAU
scenario due to smaller per-customer impacts from pricing with technology relative to Other DR. This
leads to lower demand response potential even though the other classes increase in demand response
potential.

Full Participation: Similar to the Expanded BAU scenario, a large share of load in the Large C&l
sector drives the increase in impacts. Since enabling technologies are not cost-effective for the
Residential sector, the growth the Residential sector is not as much as is seen in other states for this
scenario. C&I demand response potential is slightly higher than in the Achievable Participation
scenario because of growth in pricing with and without enabling technology, which is cost-effective for
all C&l sectors.

District of Columbia DR Potential in 2019, by Scenario
(2019 System Peak = 2.8 GW)
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Total Potential Peak Reduction from Demand Response in District of Columbia, 2019

Residential Residential Total
(MW) _ (%of _(%of
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 209 7.5% 209 7.5%
Total 0 0.0% 0 0.0% 0 0.0% 209 7.5% 209 7.5%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 3 0.1% 0 0.0% 1 0.1% 4 0.1% 8 0.3%
Automated/Direct Load Control 26 0.9% 0 0.0% 1 0.0% 0 0.0% 27 1.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 4 0.1% 124 4.5% 128 4.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 347 12.5% 347 12.5%
Total 29 1.0% 1 0.0% 6 0.2% 475 17.1% 511 18.3%
Achievable Participation
Pricing with Technology 0 0.0% 13 0.5% 14 0.5% 19 0.7% 46 1.6%
Pricing without Technology 41 1.5% 1 0.0% 9 0.3% 34 1.2% 84 3.0%
Automated/Direct Load Control 7 0.2% 0 0.0% 0 0.0% 0 0.0% 7 0.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 4 0.1% 124 4.5% 128 4.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 209 7.5% 209 7.5%
Total 47 1.7% 14 0.5% 27 1.0% 386 13.8% 474 17.0%
Full Participation
Pricing with Technology 0 0.0% 31 1.1% 40 1.4% 54 2.0% 125 4.5%
Pricing without Technology 54 1.9% 0 0.0% 4 0.2% 44 1.6% 103 3.7%
Automated/Direct Load Control 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 4 0.1% 124 4.5% 128 4.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 209 7.5% 209 7.5%
Total 54 1.9% 32 1.1% 48 1.7% 431 15.5% 565 20.3%
District of Columbia System Peak Demand Forecasts by
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Florida State Profile

Key drivers of Florida’s demand response potential estimate include: very high residential CAC
saturation of 91 percent, a customer mix that has an above average share of peak demand in the
Residential class (59%), a large existing residential DLC program, and the potential to deploy AMI at a
faster-than-average rate. DLC is cost effective for all customer classes in the state. Enabling
technologies are not cost effective for the Small C&I class. Florida’s demand response potential is
highly dependent on recruiting participants from the Residential class, as is shown in the Achievable
and Full Participation scenarios.

BAU: Florida’s existing demand response comes primarily from DLC in the Residential class and an
Interruptible Tariffs program for Large C&I customers.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of DLC
for the Residential class. This is due to Florida’s high share of Residential load. There is also growth in
the Large C&l class due to Other DR.

Achievable Participation: High CAC saturation in the Residential class drives a significant increase in
demand response potential through dynamic pricing with and without enabling technologies. Large
C&I demand response potential is slightly lower than in the Expanded BAU scenario due to smaller
per-customer impacts from pricing with technology relative to Other DR.

Full Participation: Similar to the Achievable Participation scenario, high CAC saturation combined
with a large share of load in the Residential class drives the increase in impacts. The impacts are
dominated by pricing with enabling technologies, which are cost-effective for all customer classes
except Small C&lI.

Florida DR Potential in 2019, by Scenario

(2019 System Peak = 62.5 GW)
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Total Potential Peak Reduction from Demand Response in Florida, 2019
Residential . Total

Residential 0 & o
mw) kol _C&8L g mw) —eof
system) system)
S system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 42 0.1% 0 0.0% 0 0.0% 0 0.0% 42 0.1%
Automated/Direct Load Control 1,622 2.6% 73 0.1% 0 0.0% 0 0.0% 1,695 2.7%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 24 0.0% 1,163 1.9% 1,187 1.9%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 1,665 2.7% 73 0.1% 24 0.0% 1,163 1.9% 2,924 4.7%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 227 0.4% 1 0.0% 34 0.1% 18 0.0% 280 0.4%
Automated/Direct Load Control 3,091 4.9% 73 0.1% 125 0.2% 0 0.0% 3,289 5.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 187 0.3% 1,242 2.0% 1,428 2.3%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 574 0.9% 574 0.9%
Total 3,318 5.3% 74 0.1% 346 0.6% 1,833 2.9% 5,571 8.9%
Achievable Participation
Pricing with Technology 4,494 7.2% 0 0.0% 432 0.7% 123 0.2% 5,049 8.1%
Pricing without Technology 2,037 3.3% 16 0.0% 288 0.5% 223 0.4% 2,564 4.1%
Automated/Direct Load Control 1,622 2.6% 73 0.1% 52 0.1% 0 0.0% 1,747 2.8%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 187 0.3% 1,242 2.0% 1,428 2.3%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 238 0.4% 239 0.4%
Total 8,154 13.1% 89 0.1% 958 1.5% 1,825 2.9% 11,026 17.7%
Full Participation
Pricing with Technology 10,513 16.8% 0 0.0% 1,264 2.0% 358 0.6% 12,135 19.4%
Pricing without Technology 133 0.2% 21 0.0% 139 0.2% 289 0.5% 582 0.9%
Automated/Direct Load Control 1,622 2.6% 73 0.1% 0 0.0% 0 0.0% 1,695 2.7%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 187 0.3% 1,242 2.0% 1,428 2.3%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 12,269 19.6% 94 0.2% 1,590 2.5% 1,889 3.0% 15,841 25.4%

Florida System Peak Demand Forecasts by Scenario
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Georgia State Profile

Key drivers of Georgia’s demand response potential estimate include: higher-than-average residential
CAC saturation of 82 percent, a customer mix that has an above average share of peak demand in the
residential and Large C&I classes (50% and 25%, respectively), a moderate amount of existing demand
response, and the potential to deploy AMI at a faster-than-average rate. Enabling technologies and
DLC are cost effective for all customer classes in the state.

BAU: Georgia’s existing demand response comes primarily from one of the largest RTP tariffs in the
country for large C&I customers. An interruptible tariff program also contributes significantly to the
total.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of
Other DR programs for the Large C&lI class, which currently do not exist in the state. This is due to
Georgia’s high share of Large C&I load, which would also allow for significant growth in the existing
interruptible tariff. DLC also exhibits additional incremental potential in the Residential class as it is
cost effective to implement.

Achievable Participation: High CAC saturation in the residential sector drives a significant increase in
demand response potential through dynamic pricing with enabling technologies. Large C&I demand
response potential is slightly lower than in the Expanded BAU scenario due to smaller per-customer
impacts from pricing with technology relative to Other DR.

Full Participation: Similar to the Achievable Participation scenario, high CAC saturation combined
with a large share of load in the residential sector drives the increase in impacts. The impacts are
dominated by pricing with enabling technologies, which are cost-effective for all customer classes.

Georgia DR Potential in 2019, by Scenario
(2019 System Peak = 34.7 GW)

‘ M Pricing w/Tech O Pricing w/o Tech BDLC O Interruptible Tariffs B Other DR

EGOOO
6@
E 5,000 -
S 4,000 -
°
(0]
@ 3,000 -
X
g
2 2,000 -
S 1,000 - H .
%
E 0 T T T T T T — T T T T T T T
8 T E 9 8 T E & 8 T E @ 8 T E @
0] — o} - o} — 0] —
2 = 7 = @ = a =
& & & Achievable e Full
BAU Expanded BAU Participation Participation

Federal Energy Regulatory Commission 103



Appendix A — State Profiles

Total Potential Peak Reduction from Demand Response in Georgia, 2019

Large

) ) Residential Large Total
Residential % of cal c&l Total % of
(MW) __ (ot e — (% of (MW) @
system) (MW) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 2 0.0% 0 0.0% 628 1.8% 630 1.8%
Automated/Direct Load Control 130 0.4% 63 0.2% 2 0.0% 0 0.0% 196 0.6%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 332 1.0% 332 1.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 22 0.1% 22 0.1%
Total 130 0.4% 65 0.2% 2 0.0% 982 2.8% 1,179 3.4%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 95 0.3% 2 0.0% 14 0.0% 628 1.8% 739 2.1%
Automated/Direct Load Control 1,146 3.3% 63 0.2% 35 0.1% 0 0.0% 1,244 3.6%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 58 0.2% 1,290 3.7% 1,348 3.9%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 844 2.4% 844 2.4%
Total 1,241 3.6% 65 0.2% 106 0.3% 2,761 8.0% 4,174 12.0%
Achievable Participation
Pricing with Technology 2,062 5.9% 155 0.4% 190 0.5% 143 0.4% 2,550 7.4%
Pricing without Technology 974 2.8% 9 0.0% 127 0.4% 628 1.8% 1,737 5.0%
Automated/Direct Load Control 296 0.9% 63 0.2% 14 0.0% 0 0.0% 374 1.1%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 58 0.2% 1,290 3.7% 1,348 3.9%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 353 1.0% 353 1.0%
Total 3,332 9.6% 227 0.7% 389 1.1% 2,414 7.0% 6,363 18.4%
Full Participation
Pricing with Technology 4,823 13.9% 363 1.0% 557 1.6% 419 1.2% 6,161 17.8%
Pricing without Technology 114 0.3% 5 0.0% 61 0.2% 628 1.8% 807 2.3%
Automated/Direct Load Control 130 0.4% 63 0.2% 2 0.0% 0 0.0% 196 0.6%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 58 0.2% 1,290 3.7% 1,348 3.9%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 22 0.1% 22 0.1%
Total 5,066 14.6% 431 1.2% 678 2.0% 2,358 6.8% 8,534 24.6%
Georgia System Peak Demand Forecasts by Scenario
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Hawalii State Profile

Key drivers of Hawaii’s demand response potential estimate include: very low CAC saturation of 17.6
percent, a customer mix that has an above average share of peak demand in the Large C&I (35%), a
minimal amount of existing demand response, and the potential to deploy AMI at a faster-than-average
rate. Enabling technologies and DLC are cost effective for all the C&I customer classes, however not
for the Residential class.

BAU: Hawaii’s existing demand response comes from DLC participation in the Residential class and
Interruptible Tariff participation in the Large C&I class.

Expanded BAU: Growth in demand response impacts is driven primarily by the Large C&I class.
There is a significant increase in Interruptible Tariffs and the addition of Other DR programs. This is
due to Hawaii’s high share of Large C&l load.

Achievable Participation: Though the Residential class is limited by a low CAC saturation and a lack
of enabling technology, there is still growth in potential through pricing programs. Large C&I demand
response potential is slightly lower than in the Expanded BAU scenario due to smaller per-customer
impacts from pricing with technology relative to Other DR, while there is moderate growth in the Small
and Medium C&lI classes.

Full Participation: Similar to the Achievable Participation scenario, there is growing potential across
the classes in dynamic pricing, though it is limited in the Residential class due to a lack of enabling
technology. Finally, the Large C&l class still exhibits strong potential in Interruptible Tariffs.

Hawaii DR Potential in 2019, by Scenario
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Total Potential Peak Reduction from Demand Response in Hawaii, 2019

Large

. . d
. ; Residential . Total
Residential 0 c&l Total )
Mmwy — —eof_ b0 b0 @of | (Mw) _eof
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 20 0.9% 0 0.0% 0 0.0% 0 0.0% 20 0.9%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 24 1.1% 24 1.1%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 20 0.9% 0 0.0% 0 0.0% 24 1.1% 44 2.1%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 2 0.1% 0 0.0% 1 0.1% 2 0.1% 5 0.2%
Automated/Direct Load Control 20 0.9% 1 0.0% 2 0.1% 0 0.0% 23 1.1%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 5 0.2% 27 1.3% 32 1.5%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 50 2.4% 50 2.4%
Total 22 1.0% 1 0.0% 8 0.4% 78 3.7% 109 5.2%
Achievable Participation
Pricing with Technology 0 0.0% 12 0.6% 15 0.7% 11 0.5% 37 1.8%
Pricing without Technology 37 1.8% 1 0.0% 11 0.5% 19 0.9% 68 3.2%
Automated/Direct Load Control 20 0.9% 0 0.0% 1 0.0% 0 0.0% 21 1.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 5 0.2% 27 1.3% 32 1.5%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 21 1.0% 21 1.0%
Total 57 2.7% 13 0.6% 31 1.5% 78 3.7% 179 8.5%
Full Participation
Pricing with Technology 0 0.0% 28 1.3% 43 2.0% 31 1.5% 102 4.8%
Pricing without Technology 49 2.3% 1 0.0% 7 0.3% 25 1.2% 82 3.9%
Automated/Direct Load Control 20 0.9% 0 0.0% 0 0.0% 0 0.0% 20 0.9%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 5 0.2% 27 1.3% 32 1.5%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 69 3.3% 29 1.4% 54 2.6% 83 3.9% 235 11.2%

Hawaii System Peak Demand Forecasts by Scenario
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Idaho State Profile

Key drivers of ldaho’s demand response potential estimate significant residential CAC saturation of
66.5 percent, a customer mix that has an above average share of peak demand in the Medium C&l
classes (39%), a minimal amount of existing demand response, and the potential to deploy AMI at a
faster-than-average rate. Enabling technologies and DLC are cost effective for all customer classes in
the state except for the Medium C&I segment.

BAU: Idaho’s existing demand response comes from DLC programs in the Residential and Medium
C&I classes.

Expanded BAU: With a unique customer mix weighted towards the Residential and Medium C&l
segments, growth in demand response impacts is spread across these two classes as well as in the Large
C&l class. DLC potential has increased for the Residential class, while Interruptible Tariffs and Other
DR make up the increase in potential found in the Medium and Large C&I classes.

Achievable Participation: High CAC saturation in the Residential sector drives a significant increase
in demand response potential through dynamic pricing with and without enabling technologies. The
size of the Medium C&lI class contributes to the larger role that it plays in the state’s total potential.

Full Participation: In the Full Participation scenario, the Residential class exhibits the most potential
in dynamic pricing. The Medium and Large C&Il classes have moderate increases from the same
pricing programs, with potential from Other DR in the Large class dropping off due to an assumption
that these customers would instead be enrolled in pricing programs. Potential from the Medium C&I
class would be higher, but is mitigated by the lack of enabling technology for dynamic pricing.

Idaho DR Potential in 2019, by Scenario
(2019 System Peak = 6 GW)
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Total Potential Peak Reduction from Demand Response in Idaho, 2019

Large

. . Residential ed. Total
Residential % of c&l Total % of
(MW) (g 6 Of (% of (MW) _{Coai
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 31 0.5% 0 0.0% 37 0.6% 0 0.0% 68 1.1%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 31 0.5% 0 0.0% 37 0.6% 0 0.0% 68 1.1%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 16 0.3% 0 0.0% 6 0.1% 2 0.0% 24 0.4%
Automated/Direct Load Control 123 2.0% 1 0.0% 37 0.6% 0 0.0% 161 2.7%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 25 0.4% 84 1.4% 109 1.8%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 59 1.0% 59 1.0%
Total 139 2.3% 1 0.0% 69 1.1% 144 2.4% 354 5.9%
Achievable Participation
Pricing with Technology 323 5.3% 14 0.2% 0 0.0% 13 0.2% 350 5.8%
Pricing without Technology 170 2.8% 1 0.0% 108 1.8% 23 0.4% 302 5.0%
Automated/Direct Load Control 32 0.5% 0 0.0% 37 0.6% 0 0.0% 69 1.1%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 25 0.4% 84 1.4% 109 1.8%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 24 0.4% 24 0.4%
Total 526 8.7% 15 0.3% 171 2.8% 144 2.4% 855 14.1%
Full Participation
Pricing with Technology 757 12.5% 33 0.5% 0 0.0% 37 0.6% 826 13.7%
Pricing without Technology 41 0.7% 1 0.0% 180 3.0% 30 0.5% 252 4.2%
Automated/Direct Load Control 31 0.5% 0 0.0% 37 0.6% 0 0.0% 68 1.1%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 25 0.4% 84 1.4% 109 1.8%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 829 13.7% 33 0.6% 243 4.0% 150 2.5% 1,255 20.8%

Idaho System Peak Demand Forecasts by Scenario
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lllinois State Profile

Key drivers of Illinois’s demand response potential estimate include: higher-than-average residential
CAC saturation of 75 percent, a customer mix that has an above average share of peak demand in the
Large C&I class (42%), a moderate amount of existing demand response, and the potential to deploy
AMI at a slightly faster-than-average rate. Enabling technologies are cost-effective only for the Small
and Large C&lI classes. DLC technology is cost-effective for all customer classes in the state.

BAU: lllinois’s existing demand response comes primarily from its Large C&I class, namely in the
Other DR category. The Residential class contributes minimally with DLC participation.

Expanded BAU: Growth in demand response impacts is driven primarily through the Other DR
programs and Interruptible Tariffs for the Large C&lI class. Residential DLC exhibits small growth in
the existing DLC program.

Achievable Participation: High CAC saturation in the residential sector implies significant demand
response potential through pricing programs, but this is realized without enabling technology as it is not
cost-effective in this class in Illinois. It is, however, cost-effective for the Small and Large C&lI classes,
and this is reflected in the results. Large C&I demand response potential is slightly higher than in the
Expanded BAU scenario due to higher assumed participation in pricing programs.

Full Participation: Potential increases relative to the Achievable Participation scenario due to impacts
from pricing programs, limited somewhat by the lack of cost-effective enabling technology in the
Residential and Medium C&I classes. The Large C&I class maintains strong potential from
Interruptible Tariffs and Other DR as well.

lllinois DR Potential in 2019, by Scenario
(2019 System Peak = 35.9 GW)
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Appendix A — State Profiles

Total Potential Peak Reduction from Demand Response in Illinois, 2019

Residential et Total VGIE]
_ (%of (% of
MW) (% of (MW)
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 1 0.0% 0 0.0% 0 0.0% 0 0.0% 1 0.0%
Automated/Direct Load Control 178 0.5% 0 0.0% 0 0.0% 0 0.0% 178 0.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 10 0.0% 134 0.4% 144 0.4%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 1,883 5.2% 1,883 5.2%
Total 179 0.5% 0 0.0% 10 0.0% 2,017 5.6% 2,206 6.1%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 39 0.1% 1 0.0% 2 0.0% 19 0.1% 61 0.2%
Automated/Direct Load Control 369 1.0% 10 0.0% 9 0.0% 0 0.0% 387 1.1%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 15 0.0% 243 0.7% 258 0.7%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 2,329 6.5% 2,329 6.5%
Total 407 1.1% 11 0.0% 26 0.1% 2,592 7.2% 3,036 8.5%
Achievable Participation
Pricing with Technology 0 0.0% 210 0.6% 0 0.0% 192 0.5% 402 1.1%
Pricing without Technology 1,131 3.1% 13 0.0% 45 0.1% 349 1.0% 1,537 4.3%
Automated/Direct Load Control 178 0.5% 3 0.0% 4 0.0% 0 0.0% 184 0.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 15 0.0% 243 0.7% 258 0.7%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 1,883 5.2% 1,883 5.2%
Total 1,309 3.6% 225 0.6% 63 0.2% 2,667 7.4% 4,265 11.9%
Full Participation
Pricing with Technology 0 0.0% 492 1.4% 0 0.0% 561 1.6% 1,052 2.9%
Pricing without Technology 1,508 4.2% 8 0.0% 74 0.2% 452 1.3% 2,042 5.7%
Automated/Direct Load Control 178 0.5% 0 0.0% 0 0.0% 0 0.0% 178 0.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 15 0.0% 243 0.7% 258 0.7%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 1,883 5.2% 1,883 5.2%
Total 1,686 4.7% 499 1.4% 89 0.2% 3,139 8.7% 5,414 15.1%
lllinois System Peak Demand Forecasts by Scenario
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Indiana State Profile

Key drivers of Indiana’s demand response potential estimate include: higher-than-average residential
CAC saturation of 74 percent, a customer mix that has an above average share of peak demand in the
Large C&I class (35%), a moderate amount of existing demand response, and the potential to deploy
AMI at an average rate. Enabling technologies and DLC are cost effective for all customer classes in
the state.

BAU: Indiana’s existing demand response comes primarily from the Large C&I class. BAU demand
response for this class is split between Interruptible Tariffs and Other DR.

Expanded BAU: Demand response potential for the Large C&I class remains largely unchanged.
However, due to the high Residential CAC saturation, DLC potential in this class has grown
significantly.

Achievable Participation: High CAC saturation in the residential sector drives a significant increase in
demand response potential through dynamic pricing with and without enabling technologies. This is
bolstered by the gains across the C&I classes due to pricing programs.

Full Participation: Continuing the trend from the Achievable Participation scenario, high CAC
saturation in the residential sector and cost-effective enabling technology drive the increases in impacts
from dynamic pricing programs. Potential in the C&I classes grows slightly as pricing program
participation increases relative to the other scenarios.

Indiana DR Potential in 2019, by Scenario
(2019 System Peak = 26.5 GW)
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Total Potential Peak Reduction from Demand Response in Indiana, 2019

Residential et Total VGl
(% of (% of
(MW) (% of (MW)
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 29 0.1% 29 0.1%
Automated/Direct Load Control 116 0.4% 23 0.1% 0 0.0% 0 0.0% 139 0.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 549 2.1% 549 2.1%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 621 2.3% 621 2.3%
Total 116 0.4% 23 0.1% 0 0.0% 1,199 4.5% 1,338 5.0%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 25 0.1% 0 0.0% 7 0.0% 29 0.1% 61 0.2%
Automated/Direct Load Control 512 1.9% 23 0.1% 24 0.1% 0 0.0% 559 2.1%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% a7 0.2% 575 2.2% 622 2.3%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 621 2.3% 622 2.3%
Total 537 2.0% 23 0.1% 78 0.3% 1,225 4.6% 1,863 7.0%
Achievable Participation
Pricing with Technology 852 3.2% 96 0.4% 141 0.5% 128 0.5% 1,218 4.6%
Pricing without Technology 431 1.6% 6 0.0% 113 0.4% 232 0.9% 782 2.9%
Automated/Direct Load Control 131 0.5% 23 0.1% 10 0.0% 0 0.0% 163 0.6%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% a7 0.2% 575 2.2% 622 2.3%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 621 2.3% 622 2.3%
Total 1,414 5.3% 125 0.5% 311 1.2% 1,556 5.9% 3,407 12.8%
Full Participation
Pricing with Technology 1,994 7.5% 225 0.8% 413 1.6% 373 1.4% 3,006 11.3%
Pricing without Technology 85 0.3% 3 0.0% 7 0.3% 301 1.1% 467 1.8%
Automated/Direct Load Control 116 0.4% 23 0.1% 0 0.0% 0 0.0% 139 0.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 47 0.2% 575 2.2% 622 2.3%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 621 2.3% 621 2.3%
Total 2,195 8.3% 252 0.9% 538 2.0% 1,870 7.0% 4,855 18.3%
Indiana System Peak Demand Forecasts by Scenario
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lowa State Profile

Key drivers of lowa’s demand response potential estimate include: higher-than-average residential CAC
saturation of 70 percent, a customer mix that has an above average share of peak demand in the Large
C&l class (34%), a small amount of existing demand response, and the potential to deploy AMI at a
slightly faster-than-average rate. Enabling technologies are cost effective for all customer classes.

BAU: lowa’s existing demand response comes primarily from Interruptible Tariff and Pricing program
participation in the Large C&lI class. There is small DLC participation in the Residential and Medium
C&I classes as well.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of
Other DR programs and growth in Interruptible Tariffs participation for the Large C&I class, with slight
growth in the Residential and Medium C&l classes contributing as well.

Achievable Participation: High CAC saturation in the residential sector drives a significant increase in
demand response potential through dynamic pricing. The Small and Medium C&I classes show some
potential, mainly through dynamic pricing. Large C&I demand response potential is slightly lower than
in the Expanded BAU scenario due to smaller per-customer impacts from pricing with technology
relative to Other DR.

Full Participation: Similar to the Achievable Participation scenario, growth in the Residential class is
driven by pricing with enabling technology. The Small and Medium C&I classes also exhibit an
increase in dynamic pricing potential. With pricing making up a larger percentage of assumed
participation in the Large C&lI class, Other DR does not factor into the total impacts.

lowa DR Potential in 2019, by Scenario
(2019 System Peak = 11.6 GW)
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Total Potential Peak Reduction from Demand Response in lowa, 2019

. . Large
. ; Residential ed.
Residential 0 C&l
Mmwy ol e g (% of
system) system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 76 0.7% 2 0.0% 19 0.2% 0 0.0% 97 0.8%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 10 0.1% 510 4.4% 521 4.5%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 76 0.7% 2 0.0% 30 0.3% 510 4.4% 618 5.3%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 13 0.1% 0 0.0% 4 0.0% 5 0.0% 23 0.2%
Automated/Direct Load Control 129 1.1% 6 0.1% 19 0.2% 0 0.0% 154 1.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 25 0.2% 510 4.4% 536 4.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 230 2.0% 230 2.0%
Total 142 1.2% 6 0.1% 49 0.4% 745 6.4% 942 8.1%
Achievable Participation
Pricing with Technology 323 2.8% 40 0.3% 59 0.5% 49 0.4% 471 4.1%
Pricing without Technology 171 1.5% 2 0.0% a7 0.4% 88 0.8% 309 2.7%
Automated/Direct Load Control 76 0.7% 2 0.0% 19 0.2% 0 0.0% 97 0.8%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 25 0.2% 510 4.4% 536 4.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 94 0.8% 94 0.8%
Total 571 4.9% 44 0.4% 151 1.3% 742 6.4% 1,507 13.0%
Full Participation
Pricing with Technology 755 6.5% 93 0.8% 173 1.5% 142 1.2% 1,164 10.1%
Pricing without Technology 43 0.4% 1 0.0% 32 0.3% 115 1.0% 191 1.6%
Automated/Direct Load Control 76 0.7% 2 0.0% 19 0.2% 0 0.0% 97 0.8%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 25 0.2% 510 4.4% 536 4.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 875 7.6% 97 0.8% 250 2.2% 767 6.6% 1,988 17.2%

lowa System Peak Demand Forecasts by Scenario
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Kansas State Profile

Key drivers of Kansas’s demand response potential estimate include: higher-than-average residential
CAC saturation of 83.7 percent, a customer mix that has a significant share of peak demand in the
Residential and Large C&I classes (44% and 31%, respectively), a small amount of existing demand
response, and the potential to deploy AMI at a slower-than-average rate. Enabling technologies are cost
effective for all customer classes in the state except for the Large C&I class. DLC technology is cost-
effective across all classes.

BAU: Kansas’s existing demand response comes primarily from Interruptible tariffs in the Large C&lI
class and minimal DLC participation in the Residential and Small C&I classes.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of
Other DR programs for the Large C&I class, which currently do not exist in the state, as well as growth
in the Large C&lI class’s Interruptible Tariff programs and the Residential class’s DLC programs.

Achievable Participation: High CAC saturation in the residential sector drives a significant increase in
demand response potential through dynamic pricing programs. Large C&I demand response potential is
slightly lower than in the Expanded BAU scenario due to smaller per-customer impacts from pricing
without technology relative to Other DR and Interruptible Tariffs.

Full Participation: High CAC saturation combined with a large share of load in the Residential sector
drives the increase in impacts. With enabling technology being cost-effective for all but the Large C&l
class, there are significant impacts in this category for the Small and Medium C&lI classes. The Large
C&I class contributes significantly through Interruptible Tariffs and pricing without enabling
technology.

Kansas DR Potential in 2019, by Scenario

(2019 System Peak = 10.3 GW)
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Total Potential Peak Reduction from Demand Response in Kansas, 2019

Large

. ) RESENIIE] . Total
Residential % of c&l Total % of
(MW) el 6 Of (% of (MW) _ionii
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 15 0.1% 19 0.2% 0 0.0% 0 0.0% 33 0.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 211 2.0% 211 2.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 15 0.1% 19 0.2% 0 0.0% 211 2.0% 244 2.4%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 9 0.1% 0 0.0% 1 0.0% 3 0.0% 13 0.1%
Automated/Direct Load Control 226 2.2% 19 0.2% 4 0.0% 0 0.0% 248 2.4%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 7 0.1% 211 2.1% 218 2.1%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 229 2.2% 229 2.2%
Total 236 2.3% 19 0.2% 11 0.1% 443 4.3% 708 6.9%
Achievable Participation
Pricing with Technology 466 4.5% 75 0.7% 20 0.2% 0 0.0% 560 5.5%
Pricing without Technology 219 2.1% 5 0.0% 16 0.2% 113 1.1% 352 3.4%
Automated/Direct Load Control 57 0.6% 19 0.2% 1 0.0% 0 0.0% 78 0.8%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 7 0.1% 211 2.1% 218 2.1%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 93 0.9% 93 0.9%
Total 742 7.2% 98 1.0% 43 0.4% 417 4.1% 1,300 12.6%
Full Participation
Pricing with Technology 1,089 10.6% 176 1.7% 58 0.6% 0 0.0% 1,322 12.9%
Pricing without Technology 24 0.2% 3 0.0% 11 0.1% 188 1.8% 225 2.2%
Automated/Direct Load Control 15 0.1% 19 0.2% 0 0.0% 0 0.0% 33 0.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 7 0.1% 211 2.1% 218 2.1%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 1,127 11.0% 197 1.9% 75 0.7% 399 3.9% 1,798 17.5%

Kansas System Peak Demand Forecasts by Scenario
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Kentucky State Profile

Key drivers of Kentucky’s demand response potential estimate include: higher-than-average residential
CAC saturation of 76 percent, a fairly typical customer mix with significant load in the Medium C&l
class (30%), a minimal amount of existing demand response, and the potential to deploy AMI at a
slightly slower-than-average rate. Enabling technologies and DLC are cost effective for all customer
classes in the state.

BAU: Kentucky’s existing demand response comes from the Residential and Large C&I classes. DLC
in the Residential class and an Interruptible Tariff in the Large C&I class make up most of the existing
demand response, with Other DR in the Large C&aI class also contributing.

Expanded BAU: Growth in demand response impacts is driven primarily through an increase in Other
DR programs for the Large C&lI class and growth in DLC for the Residential class. The Medium C&l
class also gains demand response potential split mainly from an Interruptible Tariff.

Achievable Participation: High CAC saturation in the residential sector drives a significant increase in
demand response potential through dynamic pricing with enabling technologies. Large C&I demand
response potential is slightly lower than in the Expanded BAU scenario due to smaller per-customer
impacts from pricing with technology relative to Other DR. There is also significant growth in demand
response for the Small and Medium C&lI classes driven by dynamic pricing programs

Full Participation: Residential class potential increases due to dynamic pricing. Overall, high CAC
saturation across the Residential, Small C&I and Medium C&lI classes drives the significant dynamic
pricing potential, with the Large C&l class exhibiting significant potential in Interruptible Tariff
programs.

Kentucky DR Potential in 2019, by Scenario

(2019 System Peak = 22.6 GW)
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Total Potential Peak Reduction from Demand Response in Kentucky, 2019

Large

. . Residential ed. Total
Residential % of (2] Total % of
(MW) el b0 VTV (% of (MW) _Loail
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 116 0.5% 6 0.0% 0 0.0% 0 0.0% 122 0.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 155 0.7% 155 0.7%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 56 0.2% 56 0.2%
Total 116 0.5% 6 0.0% 0 0.0% 211 0.9% 332 1.5%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 18 0.1% 0 0.0% 8 0.0% 4 0.0% 30 0.1%
Automated/Direct Load Control 377 1.7% 6 0.0% 12 0.1% 0 0.0% 394 1.7%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 69 0.3% 437 1.9% 506 2.2%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 272 1.2% 272 1.2%
Total 395 1.7% 6 0.0% 89 0.4% 713 3.2% 1,202 5.3%
Achievable Participation
Pricing with Technology 759 3.4% 164 0.7% 227 1.0% 59 0.3% 1,209 5.4%
Pricing without Technology 377 1.7% 9 0.0% 151 0.7% 108 0.5% 645 2.9%
Automated/Direct Load Control 116 0.5% 6 0.0% 5 0.0% 0 0.0% 126 0.6%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 69 0.3% 437 1.9% 506 2.2%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 110 0.5% 111 0.5%
Total 1,251 5.5% 179 0.8% 452 2.0% 715 3.2% 2,596 11.5%
Full Participation
Pricing with Technology 1,774 7.9% 383 1.7% 664 2.9% 174 0.8% 2,995 13.3%
Pricing without Technology 67 0.3% 5 0.0% 73 0.3% 140 0.6% 285 1.3%
Automated/Direct Load Control 116 0.5% 6 0.0% 0 0.0% 0 0.0% 122 0.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 69 0.3% 437 1.9% 506 2.2%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 56 0.2% 56 0.2%
Total 1,957 8.7% 394 1.7% 806 3.6% 807 3.6% 3,963 17.5%

Kentucky System Peak Demand Forecasts by Scenario
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Louisiana State Profile

Key drivers of Louisiana’s demand response potential estimate include: higher-than-average residential
CAC saturation of 75.5 percent, an average customer mix, no existing demand response programs, and
the potential to deploy AMI at a slightly slower-than-average rate. Enabling technologies and DLC are
cost effective for all customer classes in the state.

BAU: A review of the available data did not identify any existing demand response programs in
Louisiana.

Expanded BAU: Growth in demand response impacts under this scenario are driven primarily through
the addition of Other DR programs and Interruptible Tariffs for the Large C&I class, and a DLC
program for the Residential class. The Residential class has much potential for DLC and dynamic
pricing due to its high CAC saturation.

Achievable Participation: High CAC saturation in the Residential sector drives a significant increase
in demand response potential through dynamic pricing with and without enabling technologies. Large
C&I demand response potential is slightly lower than in the Expanded BAU scenario due to smaller
per-customer impacts from pricing with technology relative to Other DR.

Full Participation: Similar to the Achievable Participation scenario, high CAC saturation combined
with a significant share of load in the Residential sector drives the increase in impacts. The impacts are
dominated by pricing with enabling technologies, which are cost-effective for all customer classes.
Lastly, an Interruptible Tariff in the Large C&I class contributes significantly to Louisiana’s demand
response potential under this scenario.

Louisiana DR Potential in 2019, by Scenario
(2019 System Peak =20 GW)
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Total Potential Peak Reduction from Demand Response in Louisiana, 2019

Large

. . Residential ed. Total
Residential % of (2] Total % of
(MW) (el b0 VYV (% of (MW) _Lonil
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 24 0.1% 0 0.0% 7 0.0% 4 0.0% 35 0.2%
Automated/Direct Load Control 356 1.8% 4 0.0% 38 0.2% 0 0.0% 398 2.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 49 0.2% 342 1.7% 391 2.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 244 1.2% 244 1.2%
Total 380 1.9% 5 0.0% 94 0.5% 589 3.0% 1,068 5.4%
Achievable Participation
Pricing with Technology 837 4.2% 168 0.8% 163 0.8% 51 0.3% 1,220 6.1%
Pricing without Technology 417 2.1% 9 0.0% 109 0.5% 93 0.5% 628 3.1%
Automated/Direct Load Control 91 0.5% 1 0.0% 15 0.1% 0 0.0% 107 0.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 49 0.2% 342 1.7% 391 2.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 99 0.5% 100 0.5%
Total 1,345 6.7% 179 0.9% 336 1.7% 585 2.9% 2,445 12.3%
Full Participation
Pricing with Technology 1,959 9.8% 394 2.0% 477 2.4% 150 0.7% 2,979 14.9%
Pricing without Technology 74 0.4% 5 0.0% 53 0.3% 121 0.6% 252 1.3%
Automated/Direct Load Control 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 49 0.2% 342 1.7% 391 2.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 2,033 10.2% 399 2.0% 579 2.9% 612 3.1% 3,622 18.1%
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Maine State Profile

Key drivers of Maine’s demand response potential estimate include: lower than average residential
CAC saturation of 14%, above average share of peak demand (34%) in the Large C&I classes, and a
large amount of existing demand response. Pricing with enabling technologies are only cost effective
for the Large C&I class. DLC is cost effective for all classes.

BAU: Maine’s existing demand response comes predominantly from the Large C&l class through
participation in the 1ISO New England forward capacity market. These impacts account for over 60% of
the total impacts under all scenarios, resulting in smaller incremental differences between BAU and the
potential scenarios in comparison to most states.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of
interruptible tariffs for the Large C&lI class. This is due to Maine’s above average share of Large C&l
load, which would also allow for some growth in the Other DR category.

Achievable Participation: The increase in demand response potential comes primarily from dynamic
pricing without enabling impacts. Dynamic pricing with enabling technology, which is cost effective for
the Large C&l class, contributes additional potential for that customer group.

Full Participation: Similar to the Achievable Participation scenario, the impacts are dominated by
pricing without enabling technologies for all customer classes. For the Large C&I class, pricing with
enabling technology also contributes to the total potential.

Maine DR Potential in 2019, by Scenario
(2019 System Peak = 3.2 GW)
§ M Pricing w/Tech O Pricing w/o Tech B DLC [ Interruptible Tariffs W Other DR
700
2
< 600 +
i)
S 500 1
=}
T 400 -
14
< 300 -
(]
0 200
s
£ 100 +
c m
% 0 T T T — | E— T T T T T T T T T
o - = - = - = - —
s o g 5 s » g 5 s o g 5 s o g 5
@ b= 2 b= 2 b= 2 =
& & & Achievable & Full
BAU Expanded BAU Participation Participation

Federal Energy Regulatory Commission 121



Appendix A — State Profiles

Total Potential Peak Reduction from Demand Response in Maine, 2019
Residential . Total

Re(s'{/cll\u/evr;tlal (% of & (% of
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 18 0.6% 0 0.0% 0 0.0% 0 0.0% 18 0.6%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 492 15.4% 492 15.4%
Total 18 0.6% 0 0.0% 0 0.0% 492 15.4% 510 16.0%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 2 0.1% 0 0.0% 1 0.0% 1 0.0% 4 0.1%
Automated/Direct Load Control 18 0.6% 1 0.0% 5 0.2% 0 0.0% 25 0.8%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 5 0.2% 78 2.5% 83 2.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 492 15.4% 492 15.4%
Total 20 0.6% 1 0.0% 12 0.4% 571 17.9% 604 19.0%
Achievable Participation
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 12 0.4% 12 0.4%
Pricing without Technology 53 1.7% 1 0.0% 23 0.7% 21 0.7% 99 3.1%
Automated/Direct Load Control 18 0.6% 0 0.0% 2 0.1% 0 0.0% 21 0.7%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 5 0.2% 78 2.5% 83 2.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 492 15.4% 492 15.4%
Total 72 2.2% 1 0.0% 31 1.0% 603 18.9% 706 22.2%
Full Participation
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 34 1.1% 34 1.1%
Pricing without Technology 71 2.2% 1 0.0% 39 1.2% 28 0.9% 139 4.4%
Automated/Direct Load Control 18 0.6% 0 0.0% 0 0.0% 0 0.0% 18 0.6%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 5 0.2% 78 2.5% 83 2.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 492 15.4% 492 15.4%
Total 89 2.8% 1 0.0% 45 1.4% 631 19.8% 766 24.1%

Maine System Peak Demand Forecasts by Scenario
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Maryland State Profile

Key drivers of Maryland’s demand response potential estimate include: higher-than-average residential
CAC saturation of 78%, above average share of peak demand (48%) in the residential class, a large
amount of existing demand response, and the potential to deploy AMI at a faster-than-average rate.
Pricing with enabling technologies are cost effective for all customer classes, except for the Medium
C&I class. DLC is cost effective for all customer classes.

BAU: Maryland’s existing demand response comes primarily from residential DLC and Other DR
programs for Large C&I customers. The large impacts for Other DR are a due to participation in PJM
demand response programs.

Expanded BAU: Growth in demand response impacts is driven primarily through the addition of
interruptible tariffs for the Large C&lI class. The rest of the increase in potential comes from dynamic
pricing without enabling technology. Overall, the incremental increase relative to the BAU scenario is
small because the state is already achieving significant impacts from non-pricing programs.

Achievable Participation: High CAC saturation in the residential sector drives a significant increase in
demand response potential through dynamic pricing with enabling technologies. Growth in dynamic
pricing with enabling technologies occurs for all C&I customers except for Medium C&al, as this is the
only class for which the option is not cost effective.

Full Participation: Relative to the Achievable Participation scenario, high CAC saturation combined
with a large share of load in the residential sector drives the increase in impacts. The impacts are
dominated by pricing with enabling technologies for all customer classes except for Medium C&l
customers.

Maryland DR Potential in 2019, by Scenario
(2019 System Peak = 15.7 GW)
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Total Potential Peak Reduction from Demand Response in Maryland, 2019

Residential Residential Total
0,
(MW) il @of  (Mw) pof.
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 502 3.2% 13 0.1% 0 0.0% 0 0.0% 515 3.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 9 0.1% 0 0.0% 9 0.1%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 1,143 7.3% 1,143 7.3%
Total 502 3.2% 13 0.1% 9 0.1% 1,143 7.3% 1,667 10.6%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 54 0.3% 1 0.0% 2 0.0% 8 0.1% 65 0.4%
Automated/Direct Load Control 502 3.2% 20 0.1% 5 0.0% 0 0.0% 528 3.4%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 11 0.1% 334 2.1% 345 2.2%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 1,143 7.3% 1,143 7.3%
Total 556 3.5% 21 0.1% 19 0.1% 1,485 9.4% 2,081 13.2%
Achievable Participation
Pricing with Technology 933 5.9% 173 1.1% 0 0.0% 50 0.3% 1,156 7.3%
Pricing without Technology 459 2.9% 10 0.1% 34 0.2% 91 0.6% 593 3.8%
Automated/Direct Load Control 502 3.2% 13 0.1% 2 0.0% 0 0.0% 517 3.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 11 0.1% 334 2.1% 345 2.2%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 1,143 7.3% 1,143 7.3%
Total 1,894 12.0% 196 1.2% 47 0.3% 1,618 10.3% 3,755 23.8%
Full Participation
Pricing with Technology 2,182 13.9% 405 2.6% 0 0.0% 146 0.9% 2,733 17.4%
Pricing without Technology 76 0.5% 5 0.0% 56 0.4% 118 0.7% 255 1.6%
Automated/Direct Load Control 502 3.2% 13 0.1% 0 0.0% 0 0.0% 515 3.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 11 0.1% 334 2.1% 345 2.2%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 1,143 7.3% 1,143 7.3%
Total 2,760 17.5% 423 2.7% 68 0.4% 1,741 11.1% 4,991 31.7%
Maryland System Peak Demand Forecasts by Scenario
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Massachusetts State Profile

Key drivers of the Massachusetts demand response potential estimate include: significantly lower-than-
average residential CAC saturation of 12.7 percent, a customer mix that has an above average share of
peak demand in the Large C&lI class, a moderate amount of existing Other DR, and an AMI deployment
schedule that is anticipated to be slower-than-average. Enabling technologies are cost effective for all
classes except the Medium C&aI class; DLC technology is cost effective across all customer classes.

BAU: Massachusetts’ existing demand response comes entirely from the Large C&I class, which
currently has significant enroliment in Other DR, particularly ISO-NE programs.

Expanded BAU: The Expanded BAU scenario includes the addition of an interruptible tariff for the
Large C&lI class, which can have significant impact due to the high share of Large C&I peak demand in
the customer mix. DLC program participation by the Residential class also contributes to
Massachusetts’ Expanded BAU scenario.

Achievable Participation: Low CAC saturation in the residential sector limits dynamic pricing
potential. Furthermore, with enabling technology only cost effective in the Small and Large C&l
classes, Other DR in the Large C&lI class is still the dominant source of demand response potential.

Full Participation: The Full participation scenario is similar to the Achievable Participation scenario,
with incremental increases in dynamic pricing potential. The relatively low incremental difference
between the BAU scenario and the Full Participation scenario is driven primarily by low CAC
saturation and limited cost-effectiveness for enabling technology.

Massachusetts DR Potential in 2019, by Scenario
(2019 System Peak = 14.4 GW)
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Total Potential Peak Reduction from Demand Response in Massachusetts, 2019

Residential Total

Residential o ’ &l Total o
(MW) % of oof S8 oot Mw) 0T
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 1 0.0% 0 0.0% 0 0.0% 1 0.0%
Automated/Direct Load Control 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 990 6.9% 990 6.9%
Total 0 0.0% 1 0.0% 0 0.0% 990 6.9% 991 6.9%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 4 0.0% 1 0.0% 1 0.0% 3 0.0% 8 0.1%
Automated/Direct Load Control 85 0.6% 7 0.0% 8 0.1% 0 0.0% 101 0.7%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 7 0.1% 371 2.6% 379 2.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 990 6.9% 990 6.9%
Total 90 0.6% 8 0.1% 16 0.1% 1,364 9.5% 1,478 10.3%
Achievable Participation
Pricing with Technology 121 0.8% 111 0.8% 0 0.0% 56 0.4% 288 2.0%
Pricing without Technology 179 1.2% 7 0.0% 31 0.2% 101 0.7% 319 2.2%
Automated/Direct Load Control 22 0.2% 2 0.0% 3 0.0% 0 0.0% 27 0.2%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 7 0.1% 371 2.6% 379 2.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 990 6.9% 990 6.9%
Total 322 2.2% 120 0.8% 42 0.3% 1,518 10.6% 2,002 13.9%
Full Participation
Pricing with Technology 283 2.0% 260 1.8% 0 0.0% 163 1.1% 706 4.9%
Pricing without Technology 169 1.2% 4 0.0% 52 0.4% 131 0.9% 357 2.5%
Automated/Direct Load Control 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 7 0.1% 371 2.6% 379 2.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 990 6.9% 990 6.9%
Total 452 3.1% 264 1.8% 60 0.4% 1,655 11.5% 2,432 16.9%
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Michigan State Profile

Key drivers of Michigan’s demand response potential estimate include: above average residential CAC
saturation of 57%, above average share of peak demand (37%) in the Large C&I classes, a large amount
of existing demand response, and the potential to deploy AMI at a faster-than-average rate. Pricing with
enabling technologies are cost effective for all customer classes, except for the residential class. DLC is
cost effective for all customer classes.

BAU: Michigan’s existing demand response comes predominantly from interruptible tariffs for the
Large C&I class and represents one of the largest interruptible loads in the country. Interruptible tariffs
account for at least 30% of the total potential under all other scenarios. The state is also one of the few
states that has a significant portion of price induced demand response.

Expanded BAU: Significant growth in Other DR is due to Michigan’s above average share of Large
C&I load. The rest of the impacts come from Pricing without technology and DLC for the other
customer segments.

Achievable Participation: The increase in demand response potential comes primarily from dynamic
pricing without enabling impacts. Dynamic pricing with enabling technology which is cost effective for
all classes except for the residential sector, contributes additional potential for the C&I customers.
Large C&I demand response potential is slightly lower than in the Expanded BAU scenario due to
smaller per-customer impacts from pricing relative to Other DR. The movement of participants in Other
DR to pricing also contributes to this effect.

Full Participation: Similar to the Achievable Participation scenario, the impacts are dominated by
dynamic pricing without enabling technologies for all customer classes. The lower potential for Large
C&l than in the other scenarios is due to participation changes within the different demand response
ontions.

Michigan DR Potential in 2019, by Scenario
(2019 System Peak = 27.5 GW)
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Total Potential Peak Reduction from Demand Response in Michigan, 2019

. . d
. . Residential . Total
Residential C& Total 0
(MW) ot —C&_ Mw) %ot
= system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 6 0.0% 0 0.0% 77 0.3% 83 0.3%
Automated/Direct Load Control 570 2.1% 69 0.3% 0 0.0% 0 0.0% 639 2.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 2 0.0% 1,339 4.9% 1,341 4.9%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 86 0.3% 86 0.3%
Total 570 2.1% 75 0.3% 2 0.0% 1,502 5.5% 2,149 7.8%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 37 0.1% 6 0.0% 7 0.0% 77 0.3% 127 0.5%
Automated/Direct Load Control 570 2.1% 69 0.3% 18 0.1% 0 0.0% 657 2.4%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 42 0.2% 1,339 4.9% 1,380 5.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 1,245 4.5% 1,245 4.5%
Total 607 2.2% 75 0.3% 67 0.2% 2,661 9.7% 3,409 12.4%
Achievable Participation
Pricing with Technology 0 0.0% 160 0.6% 88 0.3% 105 0.4% 352 1.3%
Pricing without Technology 801 2.9% 10 0.0% 70 0.3% 190 0.7% 1,071 3.9%
Automated/Direct Load Control 570 2.1% 69 0.3% 7 0.0% 0 0.0% 647 2.4%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 42 0.2% 1,339 4.9% 1,380 5.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 516 1.9% 516 1.9%
Total 1,371 5.0% 238 0.9% 207 0.8% 2,149 7.8% 3,965 14.4%
Full Participation
Pricing with Technology 0 0.0% 373 1.4% 256 0.9% 306 1.1% 935 3.4%
Pricing without Technology 1,068 3.9% 6 0.0% 48 0.2% 246 0.9% 1,368 5.0%
Automated/Direct Load Control 570 2.1% 69 0.3% 0 0.0% 0 0.0% 639 2.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 42 0.2% 1,339 4.9% 1,380 5.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 86 0.3% 86 0.3%
Total 1,638 6.0% 448 1.6% 345 1.3% 1,977 7.2% 4,409 16.0%
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Minnesota State Profile

Key drivers of Minnesota’s demand response potential estimate include: a substantial amount of
existing demand response, above average share of peak demand (30%) in the Large C&I classes and a
large residential base. Pricing with enabling technologies is not cost effective for all customer classes,
except for the Medium C&aI class. DLC is cost effective for all customer classes.

BAU: Minnesota’s existing demand response comes primarily from interruptible tariffs and Other DR
programs for Medium and Large C&I customers. The savings from interruptible tariffs account for at
least 40% of the total impacts under all scenarios, resulting in smaller incremental differences between
BAU and the potential scenarios in comparison to most states. The rest of the existing potential comes
from direct load control programs for residential and Small and Medium C&I customers.

Expanded BAU: DLC and dynamic pricing without enabling technology account for the growth in
potential. Since current participation levels in interruptible tariffs is substantially high, there is not much
scope for growth in this program.

Achievable Participation: The increase in demand response potential comes primarily from dynamic
pricing without enabling impacts. Dynamic pricing with enabling technology which is cost effective for
the Medium C&lI class contributes additional savings.

Full Participation: Similar to Achievable Participation, the incremental impacts come from dynamic
pricing.

Minnesota DR Potential in 2019, by Scenario
(2019 System Peak = 17.8 GW)

B Pricing w/Tech @ Pricing w/o Tech B DLC [ Interruptible Tariffs B Other DR‘

g 2,000

< 1,800 ~

c

o 1,600 4 -

‘g 1,400 - -

3 1,200 -

@ 1,000 -

800 -

[0

o 600

g 400 ~

g 200 ]

(o) 0 -+ T T T T

- E 3 E S T3 £ % T3 £ % T 3 E B
c £ = < c S 5 ] c e 5 =1 c S 3 =1
2 (%) ° — 2 " bt = 3 n o 4 3 (7} o 4
) = 7] = D =2 D =
& & & Achievable e Full

BAU Expanded BAU Participation Participation

Federal Energy Regulatory Commission 129



Appendix A — State Profiles

Total Potential Peak Reduction from Demand Response in Minnesota, 2019

. ) Residential . Total
Residential % of &l Total % of
(MW) _(hel_ T b0 e (% of (MW) @
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 1 0.0% 1 0.0%
Automated/Direct Load Control 304 1.7% 170 1.0% 11 0.1% 0 0.0% 485 2.7%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 38 0.2% 1,290 7.2% 1,329 7.4%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 242 1.4% 242 1.4%
Total 304 1.7% 170 1.0% 49 0.3% 1,533 8.6% 2,056 11.5%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 15 0.1% 0 0.0% 7 0.0% 5 0.0% 27 0.2%
Automated/Direct Load Control 428 2.4% 170 1.0% 27 0.2% 0 0.0% 626 3.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 61 0.3% 1,290 7.2% 1,352 7.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 242 1.4% 242 1.4%
Total 443 2.5% 170 1.0% 96 0.5% 1,537 8.6% 2,247 12.6%
Achievable Participation
Pricing with Technology 0 0.0% 0 0.0% 127 0.7% 0 0.0% 127 0.7%
Pricing without Technology 492 2.8% 3 0.0% 102 0.6% 121 0.7% 718 4.0%
Automated/Direct Load Control 304 1.7% 170 1.0% 11 0.1% 0 0.0% 485 2.7%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 61 0.3% 1,290 7.2% 1,352 7.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 242 1.4% 242 1.4%
Total 796 4.5% 173 1.0% 302 1.7% 1,653 9.3% 2,924 16.4%
Full Participation
Pricing with Technology 0 0.0% 0 0.0% 372 2.1% 0 0.0% 372 2.1%
Pricing without Technology 656 3.7% 4 0.0% 69 0.4% 202 1.1% 931 5.2%
Automated/Direct Load Control 304 1.7% 170 1.0% 11 0.1% 0 0.0% 485 2.7%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 61 0.3% 1,290 7.2% 1,352 7.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 242 1.4% 242 1.4%
Total 959 5.4% 174 1.0% 514 2.9% 1,734 9.7% 3,381 19.0%
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Mississippi State Profile

Key drivers of Mississippi’s demand response potential estimate include: above average residential
CAC saturation of 75% and a customer mix that has an above average share of peak demand in the
residential and Large C&lI classes (47% and 30%, respectively). Pricing with enabling technologies and
DLC are cost effective for all customer classes in the state.

BAU: Mississippi’s existing demand response comes solely from interruptible tariffs for the Large C&l
class.

Expanded BAU: Growth in demand response impacts is driven through the addition of Other DR
programs for the Large C&I class and DLC for the residential class. Growth in the existing interruptible
tariffs accounts for the remaining portion.

Achievable Participation: Dynamic pricing with enabling impacts accounts for almost 50% of the
increase in potential. Dynamic pricing without enabling technology contributes additional savings.
Large C&I demand response potential is slightly lower than in the Expanded BAU scenario due to
smaller per-customer impacts from pricing relative to Other DR. The movement of participants in Other
DR to pricing also contributes to this effect.

Full Participation: Similar to the Achievable Participation scenario, the impacts are dominated by the
dynamic pricing options for all customer classes. Dynamic pricing with enabling represents over 75%
of the potential under this scenario. This has the effect of reducing or eliminating the potential from all
of the other demand response options, in particular, DLC and Other DR.

Mississippi DR Potential in 2019, by Scenario
(2019 System Peak = 12.1 GW)
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Total Potential Peak Reduction from Demand Response in Mississippi, 2019

Large

. ) RESENIE] . Total
Residential C ©bof c&l Total % of
(MW) Ty b 0 T (% of (MW) (0l
system) system)
system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 75 0.6% 75 0.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 0 0.0% 0 0.0% 0 0.0% 75 0.6% 75 0.6%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 17 0.1% 0 0.0% 0 0.0% 5 0.0% 22 0.2%
Automated/Direct Load Control 230 1.9% 5 0.0% 1 0.0% 0 0.0% 236 2.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 2 0.0% 315 2.6% 316 2.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 262 2.2% 262 2.2%
Total 247 2.0% 5 0.0% 3 0.0% 581 4.8% 836 6.9%
Achievable Participation
Pricing with Technology 557 4.6% 114 0.9% 6 0.0% 55 0.5% 732 6.1%
Pricing without Technology 277 2.3% 6 0.1% 4 0.0% 100 0.8% 387 3.2%
Automated/Direct Load Control 59 0.5% 1 0.0% 0 0.0% 0 0.0% 60 0.5%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 2 0.0% 315 2.6% 316 2.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 107 0.9% 107 0.9%
Total 892 7.4% 122 1.0% 11 0.1% 577 4.8% 1,602 13.3%
Full Participation
Pricing with Technology 1,303 10.8% 268 2.2% 17 0.1% 161 1.3% 1,748 14.5%
Pricing without Technology 49 0.4% 3 0.0% 2 0.0% 130 1.1% 183 1.5%
Automated/Direct Load Control 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 2 0.0% 315 2.6% 316 2.6%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 1,351 11.2% 271 2.2% 20 0.2% 605 5.0% 2,247 18.6%
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Missouri State Profile

Key drivers of Missouri’s demand response potential estimate include: above average residential CAC
saturation of 87%, above average share of peak demand (51%) in the residential class, and a moderate
amount of existing demand response. Pricing with enabling technologies and DLC are cost effective for
all customer classes.

BAU: Missouri’s existing demand response comes predominantly from interruptible tariffs for the
Large C&lI class. Direct load control programs for the other classes account for the remainder.

Expanded BAU: Significant growth in DLC impacts is due to Missouri’s above average share of
residential load. Growth for the Large C&I class in Other DR and interruptible tariffs account for the
remaining portion.

Achievable Participation: The increase in demand response potential comes primarily from dynamic
pricing with enabling impacts which is cost effective for all classes. Dynamic pricing without enabling
technology contributes additional potential for all customers. Large C&I demand response potential is
slightly lower than in the Expanded BAU scenario due to smaller per-customer impacts from pricing
relative to Other DR. The movement of participants in Other DR to pricing also contributes to this
effect.

Full Participation: Similar to the Achievable Participation scenario, the impacts are dominated by the
dynamic pricing with enabling option for all customer classes. This has the effect of reducing or
eliminating the potential from all of the other demand response options, in particular, DLC and Other
DR.

Missouri DR Potential in 2019, by Scenario
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Total Potential Peak Reduction from Demand Response in Missouri, 2019

Residential et Total VG
(MW) (% of MW) (% of
system) system)
BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Automated/Direct Load Control 29 0.1% 29 0.1% 5 0.0% 0 0.0% 63 0.3%
Interruptible/Curtailable Tariffs 0 0.0% 0 0.0% 0 0.0% 219 1.0% 219 1.0%
Other DR Programs 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Total 29 0.1% 29 0.1% 5 0.0% 219 1.0% 282 1.3%
Expanded BAU
Pricing with Technology 0 0.0% 0 0.0% 0 0.0% 0 0.0% 0 0.0%
Pricing without Technology 30 0.1% 0 0.0% 6 0.0% 6 0.0% 43 0.2%
Automated/Dir