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ORDER INSTITUTING INFORMATIONAL AND PROCEEDING 

The Energy Commission's load management standards authority can serve as a valuable 
tool to bridge the gap between the current level of demand response (DR) in California 
and its full cost-effective potential. The 2007 Integrated Energy Policy Report (2007 IEPR) 
recognized the importance of load management standards and recommends that the 
Energy Commission institute a formal process to pursue the adoption of load management 
standards in 2008. The illustrates a few areas where load management standards 
may be particularly effective: 

implementing default dynamic tariffs to reflect the higher costs of using electricity 
during critical peak hours, and 
adopting automated technologies for residential and non-residential customers that 
enable customers to respond to the opportunities created by dynamic pricing tariffs. 

With this order, the Energy Commission institutes an informational and rulemaking 
proceeding to: 

(1) assess which rates, tariffs, equipment, software, protocols, and other measures 
would be most effective in achieving demand response, and 

(2) adopt regulations and take other appropriate actions to achieve a 
responsive electricity market. 

Recognizing the importance of work being done at the California Public Utilities 
Commission (CPUC) and the California Independent System Operator (CAISO) on 
demand response in California, we will coordinate this proceeding very closely with these 
entities. 

We institute this proceeding pursuant to Public Resources Code sections 2521 0, 25213, 
2521 6,2521 2521 25403, and 25403.5, 
and 20 California Code of Regulations sections 1220 -1225. All subsequent section 
references are to the Public Resources Code unless otherwise noted. 



Summary & Background 

The Legislature has declared that "electrical energy is essential to the health, safety and 
welfare of the people of this state." (Public Resources Code section 25001) The Legislature 
has also found that "Califomians can significantly increase the reliability of the electricity 
system and reduce the level of wholesale electricity prices by reducing electricity usage at 
peak times through a variety of measures designed to reduce electricity consumption during 
those periods" and expressed its intent "...to promote energy conservation and demand 
reduction. (Public Lltilities Code section 454.5) Since 2003, California has relied on the 
"loading order" adopted in the state's Energy Action Plan to meet its growing electricity 
needs, first with energy efficiency and demand response; second, with renewable energy 
and distributed generation; and third, with clean fossil-fueled sources. 

In 2002, the California Public Utilities Commission opened proceedings focused on demand 
response "to enhance electric system reliability, reduce power purchase and individual 
consumer costs, and protect the environment." (R. 02-06-001, Order Instituting 
Rulemaking, June 6, 2002 (CPUC OIR), p. 1 .) 

Working in collaboration with the Energy Commission in that and subsequent proceedings 
and pursuant to section 454.4 of the Public Utilities Code, the CPUC has: 

approved a series of voluntary demand response programs proposed by the 
investor-owned utilities (IOUs), 
directed the lOUs to conduct a statewide pricing study that established the 
potential impacts of dynamic electricity pricing to residential and small 
commercial customers, 
approved a deployment plan for an advanced metering infrastructure (AMI) 
that will include interval metering and dynamic pricing capability for all 
customers served by Pacific Gas & Electric Company and 
incorporated demand response in procurement planning. 

Current CPUC proceedings include the development of demand response measurement 
and evaluation protocols, revision and refinement of the demand response goals (currently 
5 percent of annual system peak demand), review of AM1 applications from SDG&E and 
SCE, and development of dynamic rates for large customers. At the same time, the 
Energy Commission has developed a new standard for Programmable Communicating 
Thermostats (PCT) that could require new air conditioning systems be capable of 
automated load reductions during critical periods and facilitating customer response to 
time-varying rates, and expects to adopt this standard in January, 2008. 

Despite these ongoing proceedings and estimates that suggest that demand response 
could achieve 25 percent of California's peak demand, participation in the state's price- 
responsive demand response programs has grown to just 2.2 percent of peak demand by 
2006. 










