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BEFORE THE PUBLIC UTILITIES COMMISSION
OF THE STATE OF CALIFORNIA

Order Instituting Rulemaking to Enhance

Demand Response in California. Rulemaking 25-09-004

OPENING COMMENTS OF THE
CALIFORNIA INDEPENDENT SYSTEM OPERATOR CORPORATION
ON ORDER INSTITUTING RULEMAKING

1. Introduction

Pursuant to the Order Instituting Rulemaking to Enhance Demand Response in
California (OIR), issued by the California Public Utilities Commission (Commission) on
September 29, 2025, the California Independent System Operator Corporation (CAISO) hereby
submits opening comments.

The CAISO strongly supports the Commission opening this proceeding. This proceeding
will be an important venue to shape the future of demand response (DR) under the Commission’s
jurisdiction. The California Energy Commission (CEC) projects a significant increase in electric
demand driven by electrification and the growth of large loads, including data centers.
Additionally, flexible behind-the-meter (BTM) resources including storage, electric vehicles, and
smart devices continue to grow across the California grid. These trends present additional
opportunities to harness demand flexibility to reduce peak system demands and enhance grid
reliability.

DR programs are an important piece of the demand flexibility landscape. They can
incentivize and enable customers to adjust their consumption patterns and leverage BTM
resources to shift demand away from periods when the grid is most stressed. The CAISO
supports the Commission’s efforts to review existing DR programs and evaluate new policies

and opportunities for DR in this proceeding that are both reliable and cost-effective.



The CAISO generally supports Energy Division’s proposed guiding principles for DR.!
In particular, the CAISO agrees that DR incorporated into the forecasting and planning
frameworks should be predictable and reliable in real-time grid operations. Predictable and
reliable DR is critical to reduce wholesale energy market costs, reduce peak demand, and support
reliability when the grid is the most stressed.

The CAISO supports the Commission considering updates to its DR policies in this
proceeding. Earlier this year, the CAISO launched its Demand and Distributed Energy Market
Integration (DDEMI) working group.? When the CAISO begins policy development in 2026, the
CAISO will consider stakeholder proposals to enhance existing DR market participation models
and performance measurements, including developing new models to enable demand flexibility
effectively from large loads and resources exporting from behind-the-meter. The CAISO will
collaborate with the Commission, Energy Division staff, and parties to ensure coordination.

Finally, the CAISO recommends that the Commission coordinate this proceeding with
other Commission proceedings, enumerated below, to ensure consistency and maximize the

effectiveness of DR policy development.
II. Discussion

A. Demand Response Should be Predictable and Reliable to Support Grid
Reliability and Market Efficiency.

In its Staff Proposal, Energy Division proposes the following guiding principle: “Demand
response shall be predictable and reliable in order to be incorporated into the State’s forecasting
and planning frameworks and be depended on in both system planning and real-time grid
operations.” The CAISO supports this guiding principle, but suggests that the Commission add
“operational planning” as another timeframe that benefits from predictable and reliable DR.
Predictability and reliability of DR is critical for the CAISO and distribution utilities to anticipate
and plan for the timing and magnitude of demand reductions. These attributes support accurate

demand forecasting, real-time system balancing, market efficiency, and help avoid potentially

! Energy Division, Guiding Principles for Demand Response in California — Energy Division
Staff Proposal: https://docs.cpuc.ca.gov/PublishedDocs/Published/G000/M582/K074/582074542.PDEF.

2 CAISO, Demand and distributed energy market integration:
https://stakeholdercenter.caiso.com/Stakeholderlnitiatives/Demand-Distributed-Energy-Market-

Integration.
3Id.,p. 4.




costly actions to address operational uncertainty. Predictable and reliable DR can regularly be
depended upon to support reliability when the grid is most stressed, reduce peak demands, and
reduce wholesale market costs. The Commission should adopt this guiding principle and explore
ways to ensure the predictability and reliability of in-market and out-of-market DR programs.

The Commission should apply this principle to DR participating both inside and outside
of the CAISO markets. The CAISO models market-integrated DR resources in its market and
operational systems, allowing the CAISO to issue dispatch instructions to DR resources to
reduce demand based on system needs. This direct market integration allows the CAISO to
anticipate and manage load reductions, supporting the predictability and reliability of these
resources. Although the CAISO does not model out-of-market DR programs in its market
systems, these programs still represent meaningful sources of demand flexibility. At scale, these
programs can have noticeable impacts to CAISO demand and market outcomes.

Coordination, communication, and data sharing among DR providers, utilities, and
CAISO can support the predictability and reliability of both in- and out-of-market DR programs
for CAISO and distribution utilities. Seamless operational coordination between the CAISO and
distribution utilities establishes a foundation for reliable and effective use of demand flexibility.
As discussed below, the Commission should thus coordinate this proceeding with Rulemaking
(R.) 22-11-013 and R.21-06-017 to support visibility of DR programs for grid operations.*

B. The Commission Should Consider New DR Policies that Leverage Operational
and Technological Advancements.

The OIR states, “recent developments in the demand response landscape necessitate re-
examination of existing rules and consideration of new policies.”® The OIR lists “increased
adoption of behind-the-meter DERs, transportation electrification, building electrification, and
smart controls for appliances” as notable changes in the technical and operational capabilities of
DR resources.®

The CAISO supports the Commission reviewing existing DR programs and evaluating

new policies and opportunities for DR in this proceeding. The Commission should consider

#R.22-11-013 will examine improvements to DER data access and R.21-06-017 will evaluate
distribution system operational needs and system operator roles and responsibilities.

OIR, p. 7.

°Id.



enhancements to its existing DR policies and potentially new DR policies that leverage
operational and technological advancements and incentivize demand flexibility from large loads.

C. The Commission Should Coordinate this Proceeding with the CAISO’s
Processes and Policy Initiatives.

Earlier this year, the CAISO launched its DDEMI working group to discuss with
stakeholders existing challenges to reflect demand flexibility in CAISO markets. When the
CAISO begins its policy development phase in 2026, the CAISO will consider stakeholder
proposals to enhance existing DR market participation models and performance measurements,
including developing new models to enable demand flexibility effectively from large loads and
resources exporting from behind-the-meter.

The CAISO agrees with Energy Division that there is a long history of collaboration
among the Commission, CEC, and CAISO regarding demand response and other distributed
energy resource (DER) policy initiatives.” Electric system planning is also highly coordinated
among the Commission, CEC, and CAISO.® This collaboration remains essential to ensure
policies developed under the Commission, CEC, and CAISO complement each other to
effectively maximize the benefits of demand flexibility.

Accordingly, the Commission should coordinate policy changes in this proceeding with
CAISO’s DDEMI policy development. This proceeding also should ensure alignment and
interoperability between shared DR policies and CAISO policies, especially the Commission’s
Qualifying Capacity values in CAISO Resource Adequacy (RA) processes. The CAISO will
collaborate with the Commission, Energy Division staff, and parties to ensure coordination

between this proceeding and the CAISO’s processes.

D. The Commission Should Coordinate this Proceeding with the RA Proceeding
and Proceedings that Cover Demand Flexibility, DER Data Sharing, and
Operational Coordination.

The Commission and parties are considering topics related to demand-side resources in

many proceedings including OIRs to: Modernize the Electric Grid for a High Distributed Energy

" Energy Division, Guiding Principles for Demand Response in California — Energy Division
Staff Proposal, p.1.

8 Memorandum of Understanding between CPUC, CEC, and CAISO regarding Transmission
Planning and Implementation: https://www.caiso.com/documents/iso-cec-and-cpuc-memorandum-of-
understanding-dec-2022.pdf.




Resource Future proceeding (R.21-06-017), Advance Demand Flexibility Through Electric Rates
(R.22-07-005), Consider Distributed Energy Resource Program Cost-Effectiveness Issues, Data
Access and Use, and Equipment Performance Standards (R.22-11-013), and the RA proceeding
(R.25-10-003). The Commission should ensure that this proceeding coordinates with other
proceedings that cover topics related to demand-side resources and demand flexibility. This will
help the Commission ensure consistency between different proceedings and maximize the

effectiveness of DR policy development.
I11. Conclusion

The CAISO appreciates the opportunity to provide opening comments on the OIR.

Respectfully submitted
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