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 Initial Workplans for Two Working Groups:

 Default Service Pricing and Metering, and Energy Efficiency

Proposal for NEDRI Discussion 

October 2, 2002

The October NEDRI meeting is focused primarily on price responsive load and emergency demand response programs, building upon the progress made at the September NEDRI meeting and the NEDRI-FERC focus group on September 19 and 20.  We are assuming that the November NEDRI meeting will be spent discussing new, additional reliability and transmission related strategy proposals, plus following up on any price responsive load issues not resolved at the October meeting. Many NEDRI Participants have expressed strong interest in making progress as well on other issues developed in the NEDRI Framing Papers and initial Strategy documents. We  suggest that we use working groups to continue progress on energy efficiency issues and the default service pricing and metering issues in October and November, to bring back for full NEDRI group discussion at a later meeting, probably in December.

We recommend working groups for default service pricing/metering and energy efficiency at this time because:

· Significant progress is being made on these issues and work should continue, in parallel to the work on price responsive load and emergency demand response programs in the full NEDRI group meetings.

· The work on the energy efficiency and the default service pricing/metering strategies is far enough along that working groups could proceed productively in these two areas.  NEDRI participants have made some progress and have had opportunities for discussion in the full group, enough so that it is both possible and effective to use working groups over the next 2-3 months.

We suggest the following processes for the working groups:

· At least one face-to-face meeting before December, possibly on Monday, November 18, the day before the November NEDRI meeting.

· Several teleconferences among working group members, as needed.

· An online discussion group hosted at the NEDRI website

· A convener or co-conveners for each working group, selected from among the NEDRI participants in the working group, to help convene and coordinate the group, and to work with the NEDRI technical consultant assigned to the working group on the agendas, meeting summaries, memo preparation, and possibly facilitation.  
· Individual working group participants could also assist with or contribute to the development of strategies or other working group documents. Please review the proposed initial workplans for each working group, below.

Pricing and Metering Working Group: Default Service Reform
The challenge facing NEDRI participants is how to make default service more amenable to demand response (short- and long-term), both on customers’ parts directly, through Default Service Providers (DSPs), and through competitive Demand Response Providers (DRPs).  At the September meeting, in response to the technical team’s proposals, NEDRI participants expressed concern with the creation of mandatory pricing programs directed at demand response, which would have the effect of placing the burden and responsibility of DR on retail default service consumers.  In contrast, at the NEDRI-FERC focus Group Meeting in Springfield, MA, competitive providers, vendors, and others expressed interest in deploying advanced meters, rates, and transition policies to support development of more robust retail markets.

The following is a proposed scope of work for a NEDRI working group, developed in light of the feedback received during both of these recent meetings. The proposals have been reformed to identify alternative means of capturing DR from default service customers – through voluntary programs, by giving those who bear wholesale market risks an incentive to manage retail loads in response to those risks, and through the collection of more detailed information on customer usage – all with the aim of creating a more vibrant DR market. The working group will examine the following:
· Explore the relationship between customers, their default service provider, and the wholesale supplier of electricity.  The nature, duration, and structure of the power contracts have a bearing on the incentives of the various actors to engage in demand response activities (as does the availability of means to demonstrate DR savings). This will include looking at:

· The terms and conditions under which the default service “franchise” is awarded – e.g., the duration of the supply contract (six months, one year, two or more years), the bidding requirements (e.g., tariff-setting flexibility);

· Various approaches for “bridging the gap” between the supplier who bears the wholesale price risk and its retail customers;

· Rather than mandating dynamic pricing structures for default service, make sure that DSPs, LSEs, and CSPs see real-time prices (or, put another way, has the incentive to take advantage of real-time prices) and let them strike deals with customers as they see most appropriate for their needs.

· Address the question of whether DSPs should be permitted to compete in the provision of demand response and other “premium” services, or only augment ISO programs to reflect local distribution constraints.

· Require DSPs to offer voluntary dynamic pricing programs.

· Examples: PM-2 (TOU with critical peak), PM-3 (inverted rates), PM-4 (real-time pricing), and others as appropriate.  Voluntary programs should be designed so as take account of expected self-selection.

· Look at the pros and cons of a variety of advanced metering and pricing pilot programs, including:

· Interval metering with daily data retrieval.  Usage information made available to customers on a next-day basis.  Monthly bills presented in a “dual-billing” format: at the applicable default service rates and again under a hypothetical dynamic pricing structure.

· United Illuminating’s voluntary TOU program.

· Mandatory dynamic pricing for customers with greater than 100 kW who are located in load pockets with transmission and/or distribution capacity constraints.

· Required strategic deployment by the distribution company of advanced metering along with specific goals for acquisition of DR from default customers. Recovery of reasonable costs will be assured.  After some period during which experience is gained, shift the obligation to default service providers.  

· Require the DSPs to obtain statistically valid load research data on non-interval metered customers in one of the following manners:

· Install interval metering on a statistically adequate sample of customers in each subclass.

· Install interval metering on discrete distribution circuits containing exclusively customers of a single subclass (single family all-electric, single-family other, multi-family, general service < 50 kW).

· Participate in advanced metering programs of adjacent utilities with essentially identical socioeconomic and weather characteristics.

The Default Service Pricing and Metering Working Group will examine these topics, develop DR Strategies and recommendations, and report their conclusions (and any significant differences of opinion) to the NEDRI Participants for consideration in plenary session.

Energy Efficiency Working Group
Below is a proposed scope of work for the energy efficiency working group, focused primarily on developing principles and strategies (policies, market rules, and programs) for energy efficiency demand response.

The energy efficiency  working group would develop documents for NEDRI consideration at three levels:

1. Principles.

2. Summary list of key energy efficiency strategies.

3. Strategy descriptions (development of the most important strategies).

At the energy efficiency breakout session during the September 10 NEDRI meeting, the participants identified the following as next steps and priorities for development of energy efficiency strategies, for consideration at future NEDRI meetings.  These would be the priority tasks for the energy efficiency  working group.

1. Articulate why longer-term energy efficiency load reductions are important for demand response and system reliability.  

2. Regional planning and funding.  Develop a strategy outline on options for regional funding (regional reliability and pool benefits funding) and the role of regional planning.

3. Regional coordination.  Develop a strategy outline on regional coordination, possibly including a regional coordinating council.

4. Appliance and equipment standards (EE 1).  Determine how NEDRI can best support appliance and equipment standards, piggybacking on the Northeast regional projects already underway.  Summarize the costs and benefits of standards.

5. Building energy codes (EE 2).  Determine how NEDRI can best support building energy codes, including supporting regional projects already in progress.

6. Complementary and integrated options (EE 3).  Further develop the complementary and integrated strategies outlined at the September meeting, especially the peak savings targeting, the technology opportunities, and the complementary marketing and delivery approaches combined with facility equipment and operations. Also, there was interest in further developing the integration with pricing and metering, but the group said it would follow the pricing and metering discussions first.

7. Geographical targeting (EE 4 and 5).  Expand the strategy outline reviewed at the September meeting, develop it as two strategies (one for transmission and one for distribution, as outlined in the energy efficiency framing paper), and address the planning, funding, administration, and coordination issues.

8. System benefits funds.  Determine how NEDRI can best discover and report on the value of state system benefits funds.

As noted earlier, and considering the scope of the above list, individual energy efficiency working group participants could assist with or contribute directly to the development of strategies or other working group documents in between working group meetings.

The energy efficiency working group also identified three cross-working group issues for NEDRI to consider working on:

1. A comparative assessment of the benefits, costs, and value of shorter-term demand response (price responsive load and emergency programs) and longer-term energy efficiency.

2. The degree of alignment and consistency regarding the funding of and responsibility for various decisions and options along two key axes: socialize versus privatize, and regional versus local.  One aspect of this is the funding issues, including regional, SBC, or other funding approaches.

3. Measurement, monitoring, and verification for energy efficiency and other demand-side resources for contributing to resource adequacy (reserves) in the future.
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