[bookmark: _GoBack] 







[bookmark: OLE_LINK5][bookmark: OLE_LINK6]
Comments of Nest Labs, Inc. on Demand Response Pilot for Disadvantaged Communities















Serj Berelson
Nest Labs, Inc.
3400 Hillview Ave.
Palo Alto, California 94304
March 5, 2018 				E-mail: sberelson@nestlabs.com




[image: http://www.technewsworld.com/images/rw734591/home-energy-consumption.jpg]


8
8


[bookmark: _Toc397552169][bookmark: _Toc397612560][bookmark: _Toc432668516][bookmark: _Toc488319043]DESCRIPTION OF Nest Labs
Founded in 2010, Nest Labs is dedicated to reinventing home products like the thermostat and smoke alarm to provide customers with simple, beautiful and thoughtful hardware, software and services, thereby helping them reduce energy consumption and keep their families comfortable and safe. Nest manufactures the Nest Learning Thermostat and Thermostat E, which are equipped with sensors, Wi-Fi capability, and smart-phone grade processing, to help customers consume less energy. It learns their preferences, turns the temperature down when the house is empty, and automatically lowers A/C runtime when humidity conditions permit, thereby helping people lower their energy use without sacrificing comfort. Nest also has service offerings for utilities to help address their load management needs. Today, Nest products are sold in the U.S., U.K., E.U. and Canada and are installed in more than 120 countries. Nest is an Alphabet Inc. company based in Palo Alto, California.

[bookmark: _Toc432668518]INTRODUCTION
Nest appreciates the efforts made through the Assigned Commissioner’s Office Draft Straw Proposal for Pilots Targeting Demand Response to Benefit Disadvantaged Communities (“Straw Proposal”) to ensure Disadvantaged Communities (“DACs”) are able to reap the economic and environmental benefits of demand response (“DR”) programs. Nest offers the following comments on the Questions for Informal Comment (“Questions”) sent to parties on February 20th, 2018, and recommends that the Straw Proposal leverage existing DR programs, including those deployed by the Investor-Owned Utilities (“IOUs”) that employ smart thermostats in order to maximize the cost-effectiveness of the pilots.


 responses to questions
Question: What would you propose for pilots targeting disadvantaged communities? 
Nest Response: Pilots should leverage existing technologies and programs to maximize economic and environmental benefits for Disadvantaged Communities
It is critical that the pilots leverage existing technologies and programs, which makes cost-effective use of ratepayer dollars to drive maximum economic and environmental benefits for DACs. Smart thermostats represent an easily-installed, cost-effective means of facilitating DR participation that are already being deployed by the IOUs to reduce peak demand, while simultaneously driving additional benefits including energy efficiency (“EE”) savings and improved comfort. Specifically, installing smart thermostats in DAC households drives the following benefits:
· Energy savings equal to 10–15% of heating and cooling usage through more efficient HVAC control[footnoteRef:1] [1:  Nest, “Energy Savings from the Nest Learning Thermostat: Energy Bill Analysis Results”. February, 2015. Available at:
http://downloads.nest.com/press/documents/energy-savings-white-paper.pdf] 

· Additional energy savings from peak demand reduction through participation in DR programs
· An ongoing annual payment from their IOU for participating in the DR program
The IOUs already recognize the importance of smart thermostats as a platform for demand response, having deployed smart thermostats as part of DR programs for some time to provide reliable peak demand reduction. For example, independent evaluation of Southern California Edison’s (“SCE”) 2016 “Save Power Days” Peak Time Rebate (“PTR”) program found that customers with smart thermostats achieved a 32.8% load reduction on event days, resulting in a 4.6 MW aggregate reduction across the 6,112 participants included in evaluation.[footnoteRef:2] This was the second year in a row that an independent evaluation found that smart thermostats drove significant peak demand reductions for SCE.[footnoteRef:3] The IOUs reiterated the value of smart thermostats in meeting key grid needs in a recent joint filing, stating, "Over the last few years, the IOUs have been providing incentives for residential technologies, such as ADR-enabled smart thermostats, in response to reliability issues, such as Aliso Canyon and in response to legislative matters, such as AB 793.”[footnoteRef:4] [2:  Nexant, “2016 Load Impact Evaluation of Southern California Edison’s Save Power Days Program”, p. 2. April 1, 2017.]  [3:  Nexant, “2015 Load Impact Evaluation of Southern California Edison’s Save Power Days Program”, p. 2. April 1, 2016.]  [4:  A. 17-01-012, Joint Investor Owned Utilities, “Joint Investor Owned Utilities (IOU) Proposed Guidelines for the 2018-2022 Automated Demand Response Technology Incentive (Auto-DR) Program”, p. 12. February 20, 2018.
] 

Critically, the IOUs have been able to drive a notable uptake in participation in DR programs by offering rebates for DR participation. Figure 1 below from the SCE Work Paper on Residential Smart Communicating Thermostats (“Work Paper”) demonstrates the significant increase in customer enrollment in SCE’s PTR program that took place once the utility offered an up-front incentive for enrollment:[footnoteRef:5] [5:  Southern California Edison, “Work Paper SCE17HC054.0, Residential Smart Communicating Thermostat”, p. 11. March 8, 2017.] 

[image: ]Figure 1
These rebates which range from $50–$75 for residential customers, can reduce the costs of purchasing smart thermostats for consumers and therefore reduce barriers to entry into DR programs for DACs.[footnoteRef:6] For example, SCE and Southern California Gas (“SCG”) offered a joint thermostat rebate of $125, as noted in the Work Paper and shown in Figure 1 above. These rebates become more powerful when combined with rebates for the purchase of the smart thermostat itself. Combining these offers renders the cost of purchasing a smart thermostat and participating in DR very low or free to the consumer, helping to address a key cost barrier that many households located in DAC residents face - while driving the grid benefits of DR. Importantly, smart thermostats also drive energy efficiency benefits through efficient heating and cooling as well as important comfort benefits, enabling households located in DACs to reap significant economic and environmental benefits with minimal expense. [6:  A. 17-01-012, Joint Investor Owned Utilities, “Joint Investor Owned Utilities (IOU) Proposed Guidelines for the 2018-2022 Automated Demand Response Technology Incentive (Auto-DR) Program”, Appendix A. February 20, 2018.] 

While the value of smart thermostats for the broader residential population has long been recognized, both the California Public Utilities Commission (“Commission”) and the IOUs have also recognized the value of smart thermostats for driving peak demand and energy savings in low-income communities (which in many cases overlap heavily with DACs). In D.16-11-022 approving the IOUs’ California Alternative Rates for Energy (“CARE”) and Energy Savings Assistance (“ESA”) low-income programs, the Commission directed the IOUs to examine the demand and energy savings of a smart thermostats (therein called programmable communicating thermostats).[footnoteRef:7] Similarly, Southern California Gas Company (“SCG”) noted in a recent Advice Letter that, “Smart Thermostats, also known as programmable communicating thermostats, offer the potential for an engaging customer experience especially when paired with smartphones while providing savings of up to 11 therms per home.”[footnoteRef:8] Importantly, smart thermostats provide a number of advantages that allow them to be easily integrated into existing ESA program efforts. If a truck is being rolled to a home to install weatherization measures, an ESA contractor could easily add the physically small smart thermostat to the truck. This would allow the ESA contractor to install the thermostat (at no cost to the recipient), and guide the recipient through the straightforward thermostat setup and demand response program enrollment processes. Utilizing existing utility channels to facilitate enrollment simplifies the process both administratively and for the consumer. [7:  D. 16-11-022, California Public Utilities Commission, “Decision on Large Investor-Owned Utilities California Alternative Rates for Energy (CARE) and Energy Savings Assistance (ESA) Program Applications”, OP 146, p. 491. November 10, 2016.]  [8:  Southern California Gas Company, “Advice Letter 5256, Low Income ESA Program Clear Plan Pursuant to Resolution G-3532”, p. 9-10. February 12, 2018.] 

Nest respectfully proposes that the Commission leverage existing technologies and programs to the greatest extent possible in developing the Straw Proposal to maximize economic and environmental benefits to DACs. Smart thermostats represent an important opportunity to leverage a proven technology already being deployed by the IOUs to drive reliable demand and energy savings for DACs. The IOUs could easily deploy smart thermostats to DACs as part of their existing DR programs, streamlining the process for adoption by these vulnerable communities. By leveraging existing program platforms and resources, the IOUs can maximize return on ratepayer funds invested, providing a cost-effective means of driving key energy and comfort benefits for disadvantaged communities.

Question: Which customers or customer classes should the pilot target? (e.g. residential customers, community organizations and small/medium businesses that serve the community, etc.) 
Nest response: Pilots should focus on residential and low-income customers in DACs
	The pilot should target residential and low-income customers in DACs. The majority of these customers are already programmatically eligible to receive smart thermostats, and some may already have smart thermostats installed in their homes. Leveraging installed devices as well installing new devices through existing channels –including IOU programs (e.g. ESA) and rebates– facilitates large-scale participation in DR programs by DACs.

Question: How would you use the $750,000 budget from the low income energy efficiency proceeding (Decision 17-12-009) in the service of the demand response pilots for disadvantaged communities given these funds must benefit CARE customers specifically? 
Nest Response: The $750,000 budget should be used to run a thermostat-enabled DR program for CARE customers in Disadvantaged communities
The $750,000 budget from the low-income energy efficiency proceeding should be used to install DR-enabled smart thermostats in the homes of CARE customers. As described above, installing smart thermostats can be easily integrated into the existing IOU ESA programs. SCG has already proposed offering smart thermostats through its ESA program in Advice Letter 5256, stating it plans to, “…include the measure in its mid-cycle filing for rollout to its full [ESA] portfolio”.[footnoteRef:9] The Commission should ensure that all IOUs are able to offer smart thermostats as part of their ESA programs in order to facilitate peak demand reduction to meet the goals outlined in the Straw Proposal, as well as to meet the energy savings and participation goals of ESA programs. [9:  Southern California Gas Company, “Advice Letter 5256, Low Income ESA Program Clear Plan Pursuant to Resolution G-3532”, p. 9-10. February 12, 2018.] 

	Nest has committed to installing one million thermostats in low-income homes across North America in the next five years to combat energy poverty. As part of its commitment to low-income households, Nest is offering preferential pricing to low-income program administrators on the Thermostat E model well below its retail cost of $169. This special pricing, when combined with DR incentives offered by the IOUs, presents a unique opportunity to enable low-income households to reduce their bills and maintain more comfortable living spaces while driving valuable peak demand and energy savings for the utilities. $750,000 would enable a large swathe of CARE customers living in DACs to participate in DR and EE programs via smart thermostats, meeting the goals of the Straw Proposal as well as critical ESA goals.

[bookmark: _Toc432668524][bookmark: _Toc488319053]CONCLUSION
Nest appreciates the opportunity to offer comments on the Straw Proposal, and praises the Commission for working to empower disadvantaged communities. Nest respectfully requests that the Commission utilize existing programs and technologies in meeting the goals of the Straw Proposal in order to maximize the economic and environmental benefits to disadvantaged communities. 


Respectfully submitted,
______/s/___________

Serj Berelson
Nest Labs, Inc.
3400 Hillview Ave.
Palo Alto, California 94304
March 5, 2018 				E-mail: sberelson@nestlabs.com
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Enrollment in SCE’s PTR Program Before and After Launch of Up-Front Incentive
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