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Greetings:

Thank you for participating in the 09/07/06 meeting of the Demand Resources Group.  Special thanks goes to Mr. Chuck Goldman of Lawrence Berkeley National Laboratory for helping the ISO and the DRG develop Qualification Criteria for Demand Resources.  General agreement was achieved on the strawperson proposal presented by Chuck.  Comments on individual components of the strawperson proposal were made, which the ISO will consider and incorporate into the proposed FCM Market Rule.  In particular, comments were made with respect to the information to be submitted in the Qualification Package:

· Source of funding:  Some commented that it not be required that the specific funding sources be identified.  Rather, a funding plan supplemented by information on how previous projects were funded should also suffice.  Others commented that this should be a separate section of the Qualification Package rather than part of the Project Description.

· Estimated Demand Reduction (MW) per measure:  rather than requiring that per measure savings be submitted, sufficient information should be submitted (which could be on a per facility basis as well as on a per measure basis) to allow the ISO to assess the reasonableness of the total Demand Reduction value that the supplier intends to offer into the FCA.

· Customer Acquisition Plan:  in some cases a customer acquisition plan is not relevant (e.g., a single large DG installation or other discreet project).  In these cases, the supplier should submit relevant information that is more analogous to that of Generation projects (e.g., site control, project specific milestones).

· Critical Path Schedule:  To the extent that a supplier submits a non-linear Critical Path Schedule -- i.e., 70 percent or more of the Demand Reduction Value is achieved in the final year of the Planning Period -- then the supplier should be required to submit supplemental information such as a pipeline analysis.

With respect the proposal on Financial Assurance (FA), only change that the group wanted concerned the return of FA for the portion of the project completed if the percent completed fell short of the supplier's milestone target.  Rather than requiring that 100 percent of the milestone target be achieved before any FA would be returned, the group wanted the threshold to be 75 percent -- for example, if a supplier's milestone target for 11/01/08 is to complete 2 MW, but they achieved 1.5 MW on that date, then the ISO would return FA for the 1.5 MW portion.  If they fall short of 1.5 MW, then no FA would be returned at that time.  In any case, the supplier would need to provide by the beginning of the Commitment Period 100 percent of the capacity that cleared in the FCA to avoid forfeit of any portion of FA.  The argument for a 75 percent threshold is that we would get more realistic milestone schedules from DR suppliers. 

Finally, the group developed an alternative Performance Incentive for Demand Resources that:

· Limits overall monthly capacity payments to Demand Resources to the total amount of capacity delivered by Demand Resources in the month.

· Establishes an overall cap on total capacity payments to the amount cleared in the FCA.

· Reduces capacity payments to under-performing Demand Resources, and places the variance between the amount promised and the amount delivered into a "Performance Incentive Pool."

· Uses Performance Incentive Pool proceeds to increase capacity payments to over-performing Demand Resources, but by no more that the over-delivered kW times the FCA clearing price for the relevant Commitment Period.

· Distributes remaining Performance Incentive Pool amounts (if any) back to Load.  Money would never be left in the incentive pool -- rather load will simply pay less if, in aggregate, the DR resources under perform. 

Regarding the Show of Interest Application, some meeting participants sought clarification that the "brief description of measures" was intended to be a short description of the resource and not a detailed list of individual measures.  Some asserted that it would be burdensome for suppliers to list individual measures in some cases.  As discussed in the meeting, the show of interest application would not require a detailed list of individual measures.  

The next DRG meeting is scheduled for September 21, 2006.  The primary agenda item for that meeting will be the Market Rule language for Demand Resources participating in the Forward Capacity Market.  The ISO will prepare and post draft Market Rules for your consideration.  See you there.

Regards,

Henry Yoshimura

Manager, Demand Response

ISO New England Inc.

P.S. -- future DRG meetings will be held in the following locations:

· September 21 -- Sturbridge Host Hotel & Conference Center
· October 5 -- DoubleTree Westborough
· October 19 -- DoubleTree Westborough (if needed)
