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ITEM NO. CA2

PUBLIC UTILITY COMMISSION OF OREGON
STAFF REPORT
PUBLIC MEETING DATE: November 15, 2022

REGULAR = CONSENT X EFFECTIVE DATE November 16, 2022
DATE: November 7, 2022

TO: Public Utility Commission

FROM: Nick Sayen

THROUGH: Bryan Conway, JP Batmale, and Sarah Hall SIGNED

SUBJECT: PACIFIC POWER:
(Docket No. ADV 1436/Advice No. 22-011)
Introduces a commercial and industrial demand response program
through Schedule 106, proposes cost recovery through Schedule 291, and
cancels Schedule 218.

STAFF RECOMMENDATION:

Approve Pacific Power’'s (Company or PacifiCorp) Advice No. 22-011.

DISCUSSION:

Issue

Whether the Oregon Public Utility Commission (Commission) should authorize
introduction of a commercial and industrial demand response program through
Schedule 106; recovery of those program costs through Schedule 291; and cancellation
of Schedule 218.

Applicable Rule or Law

PacifiCorp makes this filing pursuant to ORS 757.205, OAR 860-022-0025, and
OAR 860-022-0030.
e ORS 757.205 requires public utilities file to all rates, rules, and charges with the
Commission.
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e ORS 757.220 requires utilities to file changes to any rates, tolls, charges, rules,
or regulations with at least 30 days before the effective date of the changes. The
Commission may approve tariff changes on less than 30 days’ notice for good
cause shown.

e OAR 860-022-0025 requires that revised tariff filings include statements showing
the change in rates, the number of customers affected and resulting change in
annual revenue, and the reasons for the tariff revision.

OAR 860-022-0030 requires that tariff filings which result in increased rate include
statements showing the number of customers affected, the annual revenue under
existing schedules, the annual revenue under proposed schedules, the average monthly
bills under existing and proposed schedules, and the reasons supporting the proposed
tariff.

Analysis

Background

This memo provides background, summary of the Company’s proposed changes, and
review of impacts to other programs and stakeholder involvement. The memo
concludes with Staff's recommendation to approve the Company’s filing.

In Pacific Power’s 2019 Integrated Resource Plan (IRP), Staff and stakeholders
recommended the Company pursue increased demand response (DR) capacity through
a request for proposals (RFP). In acknowledging the 2019 IRP, the Commission
adopted this suggestion attaching conditions to Action Item No. 4 which require, in part,
that:

PacifiCorp pursue demand response acquisition with a demand response
RFP.

PacifiCorp should work with non-bidding stakeholders from Oregon and
other interested states to determine whether PacifiCorp should move
forward with cost-effective demand response bids, or with a demand
response pilot, or both.’

As Pacific Power notes in this filing, the proposed program is part of the continuing
implementation of those conditions. The RFP was issued in early 2021 and emphasized
that bidders include programs in the Company’s Oregon or Washington service areas,

' See Order No. 20-186, page 22, https://apps.puc.state.or.us/edockets/orders.asp?OrderNumber=20-
186.
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and products that achieve at least three megawatts (MW) in three years, scalable to
25 MW over five to ten years.

The Company received bids from numerous firms that covered multiple programs and
sectors. Bids were scored comprehensively and considered by program category. Each
category represented a discrete set of customer end uses, such as irrigation or
residential water heating. The top bid for each program category was selected for
inclusion in 2021 IRP modeling. In the 2021 IRP, modeling costs were characterized via
RFP bids and the IRP Conservation Potential Assessment (CPA) and compared against
supply side resources. The modeling identified a need for DR not just in the short term
but throughout the planning horizon (2021-2040). The 2021 IRP preferred portfolio
included the addition of 33 MW of cost-effective DR covering multiple customer types
and programs in Oregon for 2022, with additional MWs being brought on in subsequent
years.

As a result of this modeling the Company requested and received approval for a broad
DR tariff, Schedule 106, to support multiple programs.? Schedule 106 outlines basic
enabling elements applicable to the multiple programs. Each DR program entails
specific details separate from the basic enabling elements defined in Schedule 106.
Rather than include program specific details in the tariff itself, Schedule 106 allows for
those details to be published and maintained on the Pacific Power website within a
section for each program. If the Company seeks to make changes to Schedule 106, add
or remove a pilot or a program, or make substantial changes to pilot or program
budgets, it must engage in the typical regulatory tariff revision process. However, if the
Company seeks to make changes to the program specific details it is not required to
engage in the typical regulatory tariff revision process. Instead, the Company will
engage in a stakeholder notification and comment gathering process.?

Staff summarizes the distinction between changes that would and would not involve the
typical regulatory tariff revision process, and Commission notification and approval, in
the table on the next page.

2 See Docket No. ADV 1383, https://edocs.puc.state.or.us/efdocs/UBF/adv1383ubf10320.pdf.
3 See Docket No. ADV 1383, Pacific Power Advice No. 22-004, filed March 28, 2022, Exhibit E,
https://edocs.puc.state.or.us/efdocs/UAA/uaa153323.pdf.
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Table 1 — Summary of Changes and Requirements

Changes that would require Commission | Changes that would not require

notification/approval/regulatory tariff Commission notification/approval/
revision process: regulatory tariff revision process:
1. Changes to Schedule 106 1. Eligibility requirements: customer
2. Add pilots/programs covered by class or technical criteria

Schedule 106

3. Remove pilots/programs covered by
Schedule 106

4. Propose a change of expenditures
greater than 30% of total estimated
annual budgets for programs covered
by Schedule 106

Dispatch periods, days, and hours
Dispatch events and duration
Event dispatch notification
Customer incentive levels

Event opt-out parameters

o swhN

PacifiCorp has already utilized Schedule 106 to establish a program for irrigation
customers.* The program proposed in this filing is the second DR program to utilize the
provisions of Schedule 106.

Summary of Proposed Changes

1. New Demand Response Program for Commercial and Industrial Customers

Pacific Power proposes to introduce a DR program for commercial and industrial
customers (C&l Program). The C&l Program would be covered by Schedule 106 and
does not have an end date, which aligns with ongoing capacity needs in the 2021 IRP
period. The C&l Program will include four participation options (also labeled product
categories). These are structured around the minimum amount of notification time
participants will have between when the Company calls and begins an event. These
participation options provide varying grid services. Participation options and associated
grid services are:

60-minute-ahead: load curtailment

20-minute-ahead: regulation reserve

Seven-minute-ahead: contingency reserve

Real time (no notice): frequency response

The first evaluation of the C&l Program will be completed after 2023, the first full year of
program operation, with subsequent evaluations to occur no less frequently than every
two years. Staff notes select features of the C&l Program below. Additional details of

4 See Docket No. ADV 1383, https://edocs.puc.state.or.us/efdocs/UBF/adv1383ubf10320.pdf.
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the program which vary by participation option, including incentives, can be found in
Exhibit B of this filing:
e Eligibility: All commercial and industrial customers on Delivery Service
Schedules 23, 28, 30, 47, and 48
e Dispatch period:
o 60-minute-ahead: May 1 — September 30
o 20-minute-ahead, seven-minute-ahead, and real time: January 1 —
December 31
e Dispatch days:
o 60-minute-ahead and 20-minute-ahead: Weekdays, non-Holidays during
Dispatch Period
o Seven-minute-ahead, and real time: Monday through Sunday during
Dispatch Period
¢ Available dispatch hours
o 60-minute-ahead: 3:00 p.m. to 9:00 p.m. Pacific Time on all Dispatch Days
o 20-minute-ahead: 8:00 a.m. to 9:00 p.m. Pacific Time on all Dispatch Days
o Seven-minute-ahead and real time: 24 hours/day on all Dispatch Days
e Maximum dispatch hours
o 60-minute-ahead: 40 hours per year
o 20-minute-ahead, and Seven-minute-ahead: 60 hours per year
o Real time: five hours per year

Pacific Power estimates the expanded program will achieve demand capacity of
approximately 43 MW from 80 participant sites in 2022-2023, reaching over 53 MW
from 100 participant sites in 2024-2026. This amount comfortably exceeds the 32 MW
of capacity from Oregon commercial and industrial customers selected by the 2021 IRP.

The C&l Program will be delivered by Enel X. The firm was the successful bidder in the
2021 Demand Response RFP and is also delivering DR services for the same customer
group in PacifiCorp’s Rocky Mountain Power service territory. Enel X is responsible for
the installation, operation, and maintenance of the load control devices; dispatch of the
devices as directed by the Company; customer participation; customer service; and
issuance of customer incentives. The Company, Enel X, and the Energy Trust of
Oregon team will collaborate, so customers have cohesive messaging around energy
efficiency and DR opportunities at their facilities.

Estimated costs for the C&l Program are included in this filing and include vendor costs,
customer incentives, customer outreach/advertising, evaluation, measurement, and
verification, and utility staffing costs directly attributable to managing the program.
These costs include the impacts of customers participating in the participation options
as follows:
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60-minute-ahead: 33 percent of total impacts
20-minute-ahead: 33 percent of total impacts
Seven-minute-ahead: 17 percent of total impacts
Real time (no notice): 17 percent of total impacts

Estimated costs are presented in the Staff-generated table below. The filing notes that
at this point in the year, 2022 costs should be considered as incurred in either 2022 or
2023, and thus be additive to the 2023 costs.

Table 2 — Estimated C&l Program Costs

2022 2023 2024 2025 2026

Total Program Costs | $3,293,417 | $3,906,166 | $3,891,633 | $3,891,633 | $3,875,663

The Company must prospectively provide cost-effectiveness from a Total Resource
Cost (TRC) and Utility Cost Test (UCT) perspective when seeking Commission approval
for a new DR program and retrospectively as part of the annual reporting.® The
Company proposes to continue using the 2016 California Demand Response Protocol
to calculate cost effectiveness. This filing notes that use of this protocol was most
recently discussed at the December 6, 2021, Demand Response Workshop. This
protocol was also recommended in Staff's 2016 memo approving the Company’s
original irrigation demand response pilot.® Staff supports continuation of this approach
until the Commission establishes a different cost effectiveness approach.

The C&l Program’s prospective cost effectiveness calculations are provided in this filing
as Confidential Exhibit A. Calculations are provided for each of the four notification
options, in four separate spreadsheet workbooks. Staff reviewed each of the four
workbooks, and the calculations appear reasonable and accurate.

Prospective cost effectiveness results for the C&l Program are included in this filing.
Each of the four participation options are cost effective from the UCT and TRC
perspectives when ten years of benefits and costs are compared.’ The results are
presented in the Staff-generated table on the next page.

5 See Docket No. ADV 1383, https://edocs.puc.state.or.us/efdocs/UBF/adv1383ubf10320.pdf.

6 See Docket No. ADV 242, Staff Report, page 5,
https://apps.puc.state.or.us/edockets/edocs.asp?FileType=HAU&FileName=adv242hau16236.pdf.

7 As discussed previously, the real-time participation option provides frequency response services. The
filing notes that frequency events are unpredictable and difficult to model on a prospective basis, and so a
deferred utility resource is used to approximate the value of solving issues related to frequency events
using a utility supply side resource.
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Table 3 — Prospective C&l Program Cost Effectiveness Scores
Program Participation Option | UCT | TRC
60 minute-ahead 1.3 [ 1.6
20 minute-ahead
Seven minute-ahead
Real time (no notice)

alala
OIN|O
alala
N[O 0o

The filing notes that the 20-minute and seven-minute participation cost effective scores
are sensitive to the utility need for, and utility value of, reserve grid services in 2025 and
beyond. The filing also notes that the forecast from the 2021 IRP for increased
utility-scale battery installations diminishes the reserve values in outer years. In
discussing this filing with the Company, Staff requested analysis to explore the
sensitivity of C&l Programs cost effectiveness to diminishing reserve values in future
years. Specifically, Staff requested analysis to understand the impact should utility-scale
battery installations not be able to provide competing reserve grid services (due to
either increased costs or delayed implementation).

In response, the Company re-ran the cost effectiveness calculations using
longer-persisting reserve values: the average reserve values across the first five years
were assumed through the final five years of the study period. As a result, the 20-minute
UCT increased from 1.5 to 1.6, and the seven-minute UCT increased from 1.2 to 1.4.
The 20-minute TRC increased from 1.8 to 2.0, and the seven-minute TRC increased
from 1.5to0 1.8.

Staff also requested analysis to understand the impact should utility-scale battery
installations be able to provide even more competitive reserve grid service (due to
decreased costs or accelerated implementation). In response, the Company referenced
updated information on utility-scale battery prices provided as part of 2023 IRP process.
Indications are the prices will be appreciably higher than those included in the

2021 IRP, and therefore, cost effective results for these participation options are
relatively conservative. The Company did not conduct any analyses around lower
battery prices in light of this information.

In sum, if utility-scale battery installations experience either increased costs or delayed
implementation, the C&l Program will become even more cost effective. Alternatively,
decreasing costs of utility-scale battery installations do not pose a significant risk to the
C&l Program cost effectiveness. Staff appreciates the time the Company spent on these
additional analyses in response to these requests.
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Staff supports Pacific Power’s proposed C&l Program as it builds on the Company’s
experience delivering a similar offering in the Rocky Mountain Power service territory,
and cost-effectively meets needs forecast by the IRP.

2. Recovery of those Program Costs through Schedule 291

Pacific Power proposes to recover C&l Program costs through Schedule 291. This is
consistent with Pacific Power’s Advice No. 21-022, approved by the Commission,
December 28, 2021.8 It is also consistent with the approach taken with the irrigation DR
program. The Company is not proposing a change to Schedule 291 as part of this filing.
Instead, once the C&l Program is approved, the Company will file an application to
defer the costs incurred through the program for later recovery through Schedule 291.
Staff supports this approach.

3. Cancellation of Schedule 218

This filing notes that Schedule 218, the Interruptible Service Pilot, was approved in the
Company’s 2021 general rate case, and allows large customers to provide flexible loads
in exchanged for reduced bills. The Pilot features aggregate limits on participating
loads, minimum requirements for the interruptible load, and administrative fees to offset
associated costs. While the Pilot launched January 1, 2021,° a preliminary report filed
on June 15, 2022, showed no customers were participating.'°

Pacific Power proposes to cancel the Pilot for several reasons, firstly the lack of
participation. In addition, the Company states the proposed C&l Program is superior as
it is available to a broader range of customers and offers multiple participation options
with varying incentives. Based on this reasoning, Staff supports the cancellation of the
Schedule 218.

8 See Docket No. ADV 1344, Pacific Power Advice No. 21-022, filed November 15, 2021. The advice
filing created a new Schedule 291 to consolidate the recovery of costs to fund energy efficiency,
transportation electrification, and demand response programs. The filing was in response to the passage
of HB 3141, which removed energy efficiency funding from the Public Purpose Charge, and HB 2165,
which specified new funding for transportation electrification. The filing also canceled Schedule 95, the
tariff through which Pacific Power previously recovered costs of its original irrigation load control pilot.
https://edocs.puc.state.or.us/efdocs/UAA/uaa16439.pdf.

9 See Docket No. UE 374, Pacific Power Advice No. 20-017, filed December 28, 2020,
https://edocs.puc.state.or.us/efdocs/UHR/ue374uhr1061.pdf.

10 In paragraph 15 of the partial stipulation adopted in PacifiCorp’s last general rate case, Docket No. UE
374, Order No. 20-473, the Company committed to providing parties an initial report on its Schedule 218
Pilot by June 15, 2022. As of that date there were no customers on Schedule 218, and so no initial report
to deliver. Instead, a letter documenting this circumstance was delivered to parties of the partial
stipulation. While this filing stated the preliminary report was filed with the Commission, the partial
stipulation only required the report be served on parties, which the Company did appropriately.
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Impacts to Other Programs

1. Coordination with other Schedule 106 Programs

The C&l Program will be coordinated with other Schedule 106 offerings. This includes:
e Reporting — the Company has proposed to provide an annual report by March 31
each year for the irrigation DR program and the C&l Program.
e Program review — Company has proposed the same approach for annual
programmatic review of the irrigation DR program and the C&I Program.

Staff appreciates this approach and believes it will provide administrative efficiency to
the Company, stakeholders, and Staff. Staff encourages the Company to pursue all
sensible opportunities to coordinate the administration of Schedule 106 Programs.

2. Schedule 73, Large Customer Curtailment Option

In discussing this filing with the Company Staff inquired about customers’ ability to enroll
in the C&l Program, and enroll in Schedule 73. The Company explained that the
purpose of the Schedule 73 program was to reduce the need for, or duration of, any
required rotating outages by allowing qualifying customers to voluntarily reduce their
load. Qualifying customers would not receive any participation payment from the
Company. However, they would receive electric service during any rotating outages.
Pacific Power communicated that available records do not indicate any qualifying
customers participated, and no qualifying customers are currently on Schedule 73.

The Company has communicated to Staff that it intends to cancel Schedule 73. The
cancellation will be initiated through a subsequent and separate advice filing, later in
November 2022. The Company communicated several reasons for this, namely the lack
of customer participation. In addition, cancelling Schedule 73 would eliminate the need
to manage co-participation in programs with the same intended outcomes. Finally, the
C&I Program is superior as it is available to a broader range of customers and offers
multiple participation options with varying incentives. Based on this reasoning, Staff
communicated support for cancelling Schedule 73 in a future advice filing.

Stakeholder Feedback/Involvement

This filing documents stakeholder involvement in developing the C&l Program. This
stakeholder involvement grew out of the demand response RFP and IRP related
activities. This included approximately 20 different opportunities including CPA
workshops, DR workshops, regular IRP public input meetings, meeting with Energy
Trust of Oregon staff, utilizing a consultant to research DR vendors, conducting the
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RFP, and updating Commission Staff. Stakeholder involvement specific to the C&l
Program included meeting with a large commercial customer to assess DR
opportunities at the site, as well as conducting a test event at the site. Pacific Power
provided a draft of the C&l Program filing to the parties from prior DR workshops and
requested comments on the draft. The Energy Trust of Oregon was the only stakeholder
to provide comments on the Company’s draft filing. The Company also met several
times with Energy Trust of Oregon staff.

Conclusion

Staff supports Pacific Power’s proposed C&l Program as it builds on the Company’s
experience delivering a similar offering in the Rocky Mountain Power service territory
and cost-effectively meets needs forecast by the IRP. Staff supports the Company’s
approach to recovering costs associated with the Program. Finally, Staff supports the
cancellation of Schedule 218.

PROPOSED COMMISSION MOTION:

Approve Pacific Power’'s (Company or PacifiCorp) Advice No. 22-011.

CA2 Docket No. ADV 1436
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Matthew McVee, Vice President, Regulation Advice No. 22-061+

22-011 mdb



Received

Filing Center
‘% PACIFIC POWER oct 142022 OREGON
A DIVISION OF PACIFICORP SCHEDULE 218
INTERRUPTIBLE SERVICE PILOT Page 1

Available
In all territory served by the Company in the State of Oregon.

Applicable
To Nonresidential Consumers receiving Delivery Service under Schedule 48, in conjunction
with Supply Service Schedule 201. Participation will be limited to the first twenty-five (25)
megawatts of load on a first come, first served basis.

Monthly Billing
The Monthly Billing shall be the Interruptible Demand Credit, Interruptible Energy Credit, and
Administrative Fee. The Monthly Billing is in addition to all other charges contained in Delivery

Service Schedule 48, Base Supply Service Schedule 200 and Supply Service Schedule 201.

Interruptible Demand Credit
Per kW of On-Peak Interruptible Demand -$1.00

Interruptible Energy Credit
Per kWh of Interrupted Energy -20.000¢

Administrative Fee
Per month $90.00

Interruption Events
The Company may call up to 100 hours of Interruption Events each calendar year. One
Interruption Event may be called each day and may not exceed 3 consecutive hours. Each
Interruption Event called by the Company shall be set for a period of at least 15 minutes in
duration. Interruption Events may be called on any day or at any time during the year. During
Interruption Events, a participant’'srusage shall not exceed their Baseline Non-Interruptible Load.

Interruption Notification
At least 30 minutes prior to an Interruption Event, the Company shall notify participants.

Interrupted Energy
Interruptible. Energy during each Interruption Event shall be measured as the difference
between the average load in kW for the 2 hours preceding the Interruption Event and the
Baseline Non-Interruptible Load multiplied by the duration of the Interruption Load in hours.

Interruptible Demand
Interruptible Demand shall be measured as the kW shown by or computed from the readings of
the Company's demand meter for the highest 15-minute period during On-Peak as defined by
Delivery Service Schedule 48 during the month, determined to the nearest kW, less the
Baseline Non-Interruptible Load.

Baseline Non-Interruptible Load

Once per calendar year, participants may nominate a Baseline Non-Interruptible Load in kW
which shall not be subject to Interruption Events.

(continued)

P.U.C. OR No. 36

Original Sheet No. 218-1
Issued December 28, 2020 Effective for service on and after January 1, 2021
Etta Lockey, Vice President, Regulation Advice No. 20-017/Docket No. UE 374
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Interruptible Service Term

Unless otherwise removed from this schedule by the Company, participants shall agree to
remain on Interruptible Service for a period of no less than 12 months. After terminating service
under this schedule, a Consumer may not re-enroll for a 12 month period.

Special Conditions

1.

If a participant does not interrupt its load by reducing its usage down to its Baseline Non-
Interruptible Load or less during an Interruption Event, the participant shall be subject to the
following penalties:

a. For the first failure in a rolling 12 month period, the participant: shall’ forfeit its
Interruptible Demand Credit and Interruptible Energy Credit for the month in which it
failed to interrupt.

b. For the second failure in a rolling 12 month period, the participant shall forfeit its
Interruptible Demand Credit and Interruptible Energy Credit for the month in which it
failed to interrupt and for the prior six months.

c. For the third failure in a rolling 12 month period, the participant shall be removed
service on this schedule.

Participants removed from the schedule may not return to Interruptible Service for a period of 12
months.

Participants on this schedule may not also take service on Schedule 219 — Real-Time Day
Ahead Pricing Pilot.

As a condition of receiving service on this schedule, the Company may elect to upgrade and/or
update the Consumer’s metering to record five minute interval data and otherwise be capable of
being a participating resource in the Energy Imbalance Market. Any metering upgrade and/or
update shall be at the Consumer’s expense. The Company shall provide an estimate of the
metering upgrade and/or update to the Consumer prior to incurring any expense.

Participants must nominate a Baseline Non-Interruptible Load that results in at least 1,000 kW
of Interruptible Load.

At its sole discretion, the Company may elect to not provide service under this schedule or
remove from participation Consumers with seasonal loads that do not correspond to the times
of the year when anticipated:Interruption Events may occur.

A Consumer may not enroll in this schedule for more than 10 MW of service.

A Consumer may not at.the same time participate in this schedule and Schedule 219 or any
other demand response program.

Rules and Regulations

Service under this Schedule is subject to the General Rules and Regulations contained in the
tariff of which this Schedule is a part and to those prescribed by regulatory authorities.

P.U.C. OR No. 36

Original Sheet No. 218-2

Issued December 28, 2020 Effective for service on and after January 1, 2021
Etta Lockey, Vice President, Regulation Advice No. 20-017/Docket No. UE 374



