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Comverge supports organized competitive electricity markets and capacity markets.  As background, Comverge (1) participates directly in capacity markets, (2) provides long-term peaking capacity contracts based mainly on residential loads, and (3) provides equipment, software, and services to utility and market clients.  At present, Comverge manages 1,880 MW of Demand Response (DR) capacity and has 4,500 MW of installed equipment in place.  Significant progress has been made but many unique challenges remain.
Importantly, Comverge asks the Commission to recognize that the market requirements to integrate residential DR are different than the market requirements for commercial and industrial (C/I) DR.  In this light, Comverge’s needs in competitive capacity markets are summarized in the following seven points:

1. Access to the same revenue flows and benefits as generators, including equitable settlement
; 

2. Market rules that enable DR to provide maximum market value and to transmit data needed for effective market response
; 

3. Market fundamentals to ensure stable prices and transparency
; 

4. Effective RTO/ISO governance to support decisions that enable DR
; 

5. Capacity prices that reflect the full market benefits that DR resources offer
; 

6. The ability to provide capacity only during summer months or for the entire year, depending on the kind of DR offered (e.g., residential vs. industrial)
;

7. Capacity prices that reflect locational constraints (local resource adequacy)
.
Returning to our main point, residential market needs are very different than C/I market needs.  Residential DR is likely to target the single largest driver of peak load, air-conditioners.  Reduction of air conditioner load is very valuable, to meet reliability and economic needs, but only during the super-peak summer season.  Reduction of C/I loads is possible during most seasons of the year.  These two resources are extremely valuable in wholesale markets but must to be treated differently.  Comverge respectfully asks the Commission to ensure greater flexibility in capacity market rules in order to allow these two categories of DR resources and related resources to provide maximum value. 
Finally, Comverge offers a summary grading scheme in Table 1, largely using the Commission’s previous criteria to evaluate PJM’s capacity market.  
Table 1: Attribution of Market Attributes
	Market Attributes

	PJM
	ISONE
	NYISO
	CAISO
	MISO

	Locational Capacity Market
	[image: image1.bmp]

	[image: image2.bmp]
	[image: image3.bmp]

	[image: image4.bmp]

	[image: image5.bmp]



	Enable Forward Procurement
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	Integrates so Gen, DR, Trans compete
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	Mechanism to Acquire Capacity 
	[image: image16.bmp]

	[image: image17.bmp]

	[image: image18.bmp]

	[image: image19.bmp]

	[image: image20.bmp]



	Integration of E. Market Revenues
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	Induce DR Investment
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	Meet Resource Adequacy
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� Generators that operate in capacity and energy markets may receive settlements for both.  However, DR may be excluded from operating reserve markets and be forced to net-back G&T revenues.   


� DR that is fast, ramping capacity should be given higher payments than generators that respond slowly, which suggests ramp-rate requirements to ensure comparable treatment for all resources.  Standardized market protocols are also needed to ensure timely customer information is transmitted to DR providers.


� Basic parameters such as level of generation reserve margin, transmission constraints, and prices in operating reserve markets should directly correlate with capacity market prices, and be consistent with the rational expectations of market players.


� Effective governance to enable DR will fully enable all major DR resources to be integrated and will avoid undue discrimination by parties who vote to allow for a generation dominated market.


� Capacity prices should be a direct function of reliability and economic needs, including scarcity and customer value, consistent with the different kinds of DR resources that are available in the various market.


� The distinct needs of the DR provided by both residential and C/I customers are well known, as residential DR is largely available during the 100 or so summer super-peak hours, consistent with loss-of-load expectation/probability, while C/I customers can offer DR over a much larger range of hours, consistent with the need to respond to contingencies (forced plant or transmission outages) year-round. 


� Capacity needs are increasingly recognized as locational, to address voltage needs, must-run requirements, stability limits, congestion, out-of-merit generation, and transmission criteria violations.


� The first five market attributes in the columns (top to bottom) come from the Commission’s 20 April 2006 Initial Decision on PJM’s capacity market proposal (115 FERC ¶ 61,079).





