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Abstract

The Intermittent Renewable Management Pilot - Phase 2 (IRM2) was designed to study the
feasibility of demand-side resources to participate into the California Independent System
Operator (CAISO) wholesale market as proxy demand resources (PDR). The pilot study
focused on understanding the issues related with direct participation of third-parties and
customers including customer acceptance; market transformation challenges (wholesale
market, technology); technical and operational feasibility; and value to the rate payers, DR
resource owners and the utility on providing an enabling mechanism for DR resources into
the wholesale markets.

The customer had the option of committing to either three contiguous hour blocks for 24
days or six contiguous hours for 12 days a month with day-ahead notification that aligned
with the CAISO integrated forward market. As a result of their being available, the customer
was paid $10/ kilowatt (kW)-month for capacity in addition to CAISO energy settlements.
The participants were limited to no more than a 2 megawatt (MW) capacity with a six-
month commitment.

Four participants successfully engaged in the pilot. In this report, we provide the
description of the pilot, participant performance results, costs and value to participants as
well as outline some of the issues encountered through the pilot.

Results show that participants chose to participate with storage and the value of CAISO
settlements were significantly lower than the capacity payments provided by the utility as
incentive payments. In addition, this pilot revealed issues both on the participant side and
system operations side. These issues are summarized in the report.
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Executive Summary

The Intermittent Renewable Management Pilot - Phase 2 (IRM2) was designed to study the
feasibility of demand-side resources to participate into the CAISO wholesale market as
proxy demand resources (PDR). The pilot concentrated on understanding the issues related
with direct participation of third-parties and customers including customer acceptance;
market transformation challenges (wholesale market, technology); technical and
operational feasibility; and value to the rate payers, DR resource owners and the utility on
providing an enabling mechanism for DR resources into the wholesale markets.

PDR requirements include the resource can be one or more customer locations bid and
dispatched as a single resource with a minimum of 100 kW load shed. The participant had
to be served by a single Load Serving Entity (LSE) and all of the resources had to be located
within a single Sub-Load Aggregation Point (sub-LAP).

The customer had the option to commit to either three contiguous hour blocks for 24 days
or six contiguous hours for 12 days a month with day-ahead notification that aligned with
the CAISO integrated forward market. As a result of their being available, the customer was
paid $10/kW-month for capacity in addition to CAISO energy settlements. The participants
were limited to no more than 2MW capacity with a six-month commitment.

Participants bid a quantity (nomination) and a price each month. A maximum capacity
value, called the qualified capacity, was identified in a pre-operational test. The pre-
operational test was a three or six hour test where the average of load shed delivered
during these hours defined the qualified capacity. Subsequent nominations were at or
below this qualified capacity value and were commitments to provide energy. Nominations
were the basis for retail settlements and CAISO bidding requirements. Within each block,
each hour’s energy should be at or above the nomination value to fulfill the requirement.
Bid price for this pilot was designed at or above the net benefits test with a ceiling also
identified at $150/MW. Once a participant bid 30 hours, their obligation to bid ended but
participants could bid in addition to these requirements to maximize the value from the
pilot. Bids were entered into the Olivine system no later than 8:30 AM day-ahead and award
notifications were received by 2 PM day-ahead.

The capacity payments had no penalties and excluded energy payments. They were settled
at the enrollment but it was forfeited if bidding requirements were not fulfilled. Wholesale
settlements were at the PDR level and participants were paid for over-delivery at the real-
time price and charged the replacement cost for under-delivery at the real-time price. All
grid management charges were covered by PG&E.

Of the sixteen potential participants, including large individual sites, community choice
aggregation entities and demand response providers, with which Olivine had ongoing
discussions over several months, there were five participants in the pilot as of October 31,
2014. There were varying reasons some of the sites or entities could not participate in the
pilot and these included the following:

- The prospective participant had concerns about the resource not being flexible
enough to participate in the program. This prospective participant had a large
discrete load which could not accommodate a potential partial award from the
market, and there was some concern about the risk associated with over delivery.
In addition, dual participation restrictions effectively meant that participating in the



IRM2 would have meant forgoing the capacity payments from other DR programs
on a portion of their total load capability.

- The prospective participant could not reach the resource requirements. For
example, did not have enough customers from a single LSE within a sub-LAP and did
not have time to recruit enough sites to meet these requirements.

- The prospective participant actually had no customers.

- Direct access customers had delays in participation. For all locations, the ISO
requires an agreement between the LSE of the customers and the DRP. ESPs must
also register for inclusion in the ISOs DRS system to validate their customers.
Unless the customer yields significant leverage, certain ESPs are reluctant to take
these steps due to uncertainty around the process and potential competitive
concerns.

Table ES-1 summarizes the qualified capacity by end uses that deliver these reductions for
each participant. We contacted each participant to receive permission to publish their
names and only one participant, Site 1, asked to remain anonymous. County of Alameda
participated with the Santa Rita Jail, which is a microgrid and has experience in
participating in demand response and automated demand response over the years. Google
had two sites that provided reductions by rescheduling their electric vehicle charging. NW
Natural enrolled in the pilot and got certified but actually did not bid into the market. Their
participation strategy involved rescheduling run time of compressors. Stem participated
using aggregated distributed storage systems.! Of these 5 sites, only three of them actually
enrolled, bid into the market, received awards, delivered reductions and received payments
for their participation. While Google sites did bid into the market, they did not receive
awards and were ultimately removed from market bidding due to challenges with reliably
obtaining meter data (detailed discussion is included in the following section). NW Natural
did not bid into the market.

Qualified
Capacity
Site Name Reduction (kW) | Lighting | HVAC | Other
Site 1 500 X
County of
Alameda, SR] 810 X X X
Google 100 X X
Google 100 X X
3080 (capped at
NW Natural 2000) X
Stem 120 X

Table ES- 1 Participants, their qualified capacity and end uses

Each site’s participation is summarized below with a section that summarizes the lessons
learned from this pilot:

Alameda County:

"http://www.greentechmedia.com/articles/read/aggregating-building-batteries-into-grid-resources



Bid into the market with over 800 hours during their participation. Received awards
for 13 hours.

Participated with demand shed achieved from HVAC and lighting loads as well as
utilizing their fuel cell.

Provided the highest performance with close to 100% adjusted performance each
month they participated.

Received $85,160 from capacity incentives and about $648 from CAISO settlements

Bid into the market with over 500 hours during their participation. Received awards
for 16 hours.

Participated with aggregation of distributed batteries. .

Provided high performance, on average 95% adjusted performance each month they
participated.

Received $6,550 from capacity incentives and about $16 from CAISO settlements.

Bid into the market with over 225 hours during their participation. Received awards
for 16 hours.

Participated with stationary battery storage behind the meter of a highly variable
and large load.

Provided low performance at the whole-premises level with an average of 68%
adjusted performance each month they participated; however, the performance of
the controlled storage asset was closer to 100%.

Received $6,788 from capacity incentives and no payments from CAISO settlements.

NW Natural never actually bid into the CAISO market and Google had meter issues that
prevented them from being reliably bid into the CAISO market.

Lessons Learned

We categorize the lessons learned in this pilot into customer acceptance, market
transformation challenges (wholesale market, technology), technical and operational
feasibility, and value to participants.

Customer acceptance:

Prospective participants were mostly highly experienced with DR and baselines.
Participants with variable loads were concerned about the accuracy of the PDR
baseline.

Participants with controllable loads that were discrete (i.e., all on or off), without
flexibility move under the nomination, chose not to participate.

Where the resource size met the minimum CAISO requirement but the resource was
behind large variable loads, while the resource performed as expected, it was not
visible from the baseline.

All participants that received payments, participated in using their storage systems
or in deferring vehicle charging.

Market transformation challenges:

Aggregators approached did not have sites within a sub-LAP or did not have time to
recruit and enable enough sites to make up for the resource size within a sub-LAP.



e DMost of the sites were semi-automated with manual bid entry and semi-automated
response at the sites.

Value to participants:
e [SO settlements were significantly less than the retail capacity incentives and did
not result in significant value for the participants.
e With the set up costs (about $25,000) and operating cost ranges ($2,500 -$10,000),
and the given $10/kW capacity incentive, a minimum of 12 month participation
with a resource size between 460 kW and 1210 kW is required to cover the SC costs.

Operational feasibility

e Problems with CAISO processes, systems and settlement issues were identified and
were brought to the CAISO’s attention. These problems included

0 Incorrect calculations of Default Load Adjustment,
0 Unobserved minimum run time, which is an operational parameter stored in
the resource data template, and

e Delays due to LSE / DRP agreement requirement for direct access customers.

e Problem with the regular retrieval of revenue quality meter data, particularly when
site conditions change (e.g., service account changes or meter changeout occurs).

e Training is needed for customers to understand the basic ISO market operations,
baselines, determining load shed strategies in response to program requirements,
quantifying nominations, qualifying capacity, understanding retail incentives and
wholesale settlements.

e Despite consistent efforts to engage conventional aggregators, there was no
participation. The pilot could be richer if aggregators made use of the training and
had first-hand experience in participating in PDR.

Conclusion and Next Steps

In this pilot, we concentrated on understanding the issues related with direct participation
of third-parties and customers in CAISO’s PDR model including customer acceptance;
market transformation challenges (wholesale market, technology); technical and
operational feasibility; and value to the rate payers, DR resource owners and the utility on
providing an enabling mechanism for DR resources into the wholesale markets. We
summarize lessons learned in these four areas.

As of the writing of this report, the follow on to IRM2 is underway. This new pilot, the
Supply Side Pilot (SSP), continues with the objective of engaging participants in a third-
party wholesale integrated capacity program. It also moves beyond day-ahead energy
provided by C&I customers, enabling:
e Participation by residential customers.
e Participation in real-time energy and non-spinning reserves.
e A simplified program design, particularly around the wholesale market pricing
rules.
e A program design that is more closely tied to resource-adequacy must-offer-
obligations. For example, this results in a single 4-hour contiguous block instead of
the 3 and 6-hour block options in IRM2.

The SSP is scheduled to run through December, 2016.



CHAPTER 1: Introduction
Background

New California policies, establishment of new state’s goals and penetration of new end use
technologies continuously add complexity to the future grid needs. In addition, California
Independent System Operator (CAISO) identified that with the 33% penetration of
renewables, net load to be served will have steep ramps during winter and spring with
significant changes expected in 2015. These changes in net load, policy and technology
require CA to evaluate which resources can address the future grid needs. In this project,
demand responsive loads are being considered as one of the many resources that can
support economical and reliability needs of the future grid. In addition to traditional DR
that addresses summer peak shaving, new DR offerings must be constructed in order to
meet future transmission and distribution grid needs.

This is the second phase of the Intermittent Renewable Management project. During the
first phase, three facilities, two commercial buildings and one industrial facility, were
equipped with automated demand response (AutoDR) and telemetry equipment and were
tested for response time, duration and latencies (Kiliccote et al. 2010). As part of their
2012-2014 Demand Response (DR) application, Pacific Gas and Electric Company (PG&E)
requested funding to conduct the second phase of the pilot demonstration, which is focused
on providing fast responding resources to help renewable integrations, specifically
regulation, net load following, and ramping needs. The objective for this pilot is to
demonstrate with third-party aggregators and large commercial and industrial customers
that DR resources can participate in the CAISO wholesale market and provide flexible
resources.

In this second phase, the pilot program was designed so resources could bid into the CAISO
wholesale market as proxy demand resources (PDR). The pilot concentrated on
understanding the issues related with direct participation of third-parties and customers
including the following:

o Customer acceptance;

+ Market transformation challenges (wholesale market, technology);

« Technical and operational feasibility; and

+ Value to the rate payers, DR resource owners and the utility on providing an enabling
mechanism for DR resources into the wholesale markets.

Introduction
At the time this pilot program was designed and operated, PG&E had no demand response
programs integrated into the wholesale markets. The last program that PG&E was

effectively bidding into the wholesale market as PDR was PeakChoice, which was closed end
of 2012.

This pilot was designed to facilitate daily energy bids into the wholesale market in usable
blocks with retail capacity incentives provided from the utility so as to understand if:
+ DRis able to provide valuable capacity through utility agreements; and



e resources are able to bid directly into the wholesale market providing support for the
integration of intermittent renewables into the grid and valued as a supply resource.

This second phase of the pilot program, called IRM2, involved a monthly participation with
ISO bidding requirements. The customer had the option of committing to either three
contiguous hour blocks for 24 days a month or six contiguous hours for 12 days a month
with day-ahead notification that aligned with the CAISO integrated forward market (IFM)
market. As a result of their being available, the customer was paid $10/kilowatt (KW)-
month for capacity. Olivine, Inc. served as the program administrator and took on
scheduling coordination for third party and customer resources. For initial participation,
prospective participants were required to commit their resources for six months and the
minimum resource size was 100 kW. Figure 1 displays the concept for integration of the
retail resources with wholesale PDR model.

PN Retail | Wholesale
Retail Program
—_— ()
A - PDR |
‘2 - (Wholesale)
p L | )
Capacity Capacity - e -
21.2m—7pem | SelectHours f )
L \HT____._/
| 'S [ —_—

— - N f b
1 I | 1 / b= Resource
i | ) ———1 SubLAPA
} | L P
i _ J N ) | .
: | . [ T Dispatch, meter - | Rescien |
h ) N data, telemetry "1 sublLAPB
| =
\ Participant < Participant aggregation "

a = \..—.‘—E

Figure 1. Concept for integration of retail and wholesale DR (Source: Olivine)

The pilot team and roles and responsibilities are identified in their boxes in Figure 2. Large
single customers and aggregators both could participate in IRM2. Participants could get
assistance in developing DR strategies from Lawrence Berkeley National Laboratory’s
(LBNL) Demand Response Research Center (DRRC). Olivine acted as a scheduling
coordinator (SC) and wholesale market demand response provider (DRP). It provided the
sole interface between participant and pilot, including the CAISO market and handled
recruitment, enrollment and registration; nominations and bidding; award and dispatch
notifications; meter data aggregation and submissions; resource certification; credit and
collateral; and settlements and payments. Lawrence Berkeley National Laboratory (LBNL)
assisted with recruitment, DR strategy development, surveys and reporting.
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Figure 2. Entities involved in the pilot and their roles



Chapter 2: Methodology

Process Description:

The pilot design modeled the elements of similar must-offer contracts. The participants were
limited to no more than 2MW capacity with a six-month commitment and participated in the
CAISO’s Proxy Demand Response (PDR) model. The initial phase was designed to be day-ahead
energy only with second phase expansion envisioned to capture real-time energy and potentially
ancillary services. Capacity (retail) payments were provided to each customer as well as
wholesale payments/charges for bidding activity. In this pilot, OpenADR implementation was
optional. Potential participants filled out a declaration of interest, and provided detailed
information on locations, load shed, and meter identification. Once completed, the enrollment
was reviewed and approved. Following the enrollment, the participant signed a participation
agreement. Each enrollment had a monthly nomination, was bid and dispatched in unison, had a
single retail settlement, was subject to a test before becoming operational, and had to adhere to
CAISO’s PDR requirements.

PDR requirements specified that the resource could be one or more customer locations bid
and dispatched as a single resource with a minimum of 100 kW load shed. The participant
had to be served by a single Load Serving Entity (LSE) and all of the resources had to be
located within a single Sub-Load Aggregation Point (sub-LAP).

Participants made a monthly kilowatt nomination for each enrollment. A maximum capacity
value, called the qualified capacity, was identified in a pre-operational test. The pre-operational
test was a three or six-hour test and an average of load shed delivered during these hours
qualified. Subsequent nominations were at or below this qualified capacity value and were
commitments to provide energy. Nominations were the basis for retail settlements and CAISO
bidding requirements. Within each block, each hour’s energy had to be at or above the
nomination value to fulfill the requirement, nothing that participants could bid in addition to these
requirements. Bid price for this pilot was designed at or above the net benefits test with a ceiling
also identified at $150/MW. Had a participant been awarded for 30 hours, their obligation to bid
would end, though this did not occur during the pilot. Bids were entered into the Olivine DER
system no later than 8:30 am day-ahead and award notifications were received by 2 pm day-
ahead.

The capacity payments had no penalties and excluded energy payments. They were settled
at the enrollment but it was forfeited if bidding requirements were not fulfilled. Wholesale
settlements were at the PDR level and participants were paid for over-delivery at the real-
time price and charged the replacement cost for under-delivery at the real-time price. All
grid management charges were covered by PG&E.

Enrollment changes could be made for subsequent months, including adding or dropping
locations to the PDR. In addition, qualified capacity could be increased.

Recruitment

The objectives of the recruitment effort were for prospective participants and aggregators
to educate as many of them as possible and enroll the first seven resources willing to
participate. Olivine had materials developed to educate and enroll the various entities
including a summary of the enrollment process with timelines and list of all the required
documentation as well as a list of frequently asked questions (http://olivineinc.com/irm2).



Olivine also developed training materials and held training sessions for participants and
other interested parties.

Not all resources were eligible to participate in the pilot because the project had a set of
well-defined site selection criteria. Participants enrolled one or more customer locations
into a single aggregated CAISO demand-response resource. This resource type - called a
Proxy Demand Resource (PDR) - had to meet certain requirements. For example, each
resource needed to include customers from a single Sub-LAP, be served by a single LSE, and
be able to achieve a minimum load shed of 100 kW. Other requirements were defined as
follows:

e Individual CAISO Demand Response resources cannot include customer locations
served by different LSEs. The LSE is the entity responsible for procuring electricity for
their customers. For Bundled customers, the LSE was Pacific Gas & Electric. For Direct
Access customers, the LSE is an Energy Service Provider (ESP).

e Participants had to be tested for qualified capacity and make nominations. All
resources were tested outside of the wholesale market to determine their Qualified
Capacity before becoming operational. To determine this value, the total average energy
delivered over the election period was subtracted against the PDR baseline.

e Bidding requirements: To fulfill the bidding requirements, participants were required to
make bids at or above the nominated value for a minimum of 72 hours out of the month?.
The participant has the option to elect for either:

o 3-hour contiguous blocks at least 24 days per month

o 6-hour contiguous blocks at least 12 days per month

» Each bid quantity had to be greater than or equal to the nomination. Bids were subject to
a price ceiling of $150 and a price floor of the current CAISO-specified net benefits test®
value (See Figure 3). Participants had to meet these requirements to receive a capacity
payment.

$80.00
$75.00
$70.00
$65.00
$60.00
$55.00
$50.00
$45.00
$40.00
$35.00
$30.00

B On-Peak
m Off-Peak

Figure 3 Net benefits test prices during the pilot period

g Any additional bids made at a valid quantity and price may be made into the market but are not required.
*The NBT is the Net Benefits Test, a price at which DR is determined to be cost effective given the current
market conditions identified by the ISO.



Load Impact

CAISO uses 10-10 baseline with up to 20 percent adjustment for settlements4. To evaluate
loads at each site and identify good candidates, LBNL calculated the hourly variance of loads
using the same period of performance from the previous year. If there was no significant
load variability of each hour during the period considered, we suggested participation in
baseline-based programs like PDR.

Incentives

In addition to the energy settlements in the wholesale market based on the 10-10 baseline
with a 20 percent-capped day-of adjustment, the participants received a retail incentive in
the form of capacity payments. These capacity incentives were set at $10/kW and capacity
payments were the product of monthly performance, nomination amount and the capacity
incentive.

Monthly performance

The Qualified Capacity is a tested kilowatt value that has been demonstrated as achievable
by the enrolled participant. The nomination is a capacity commitment to the program, at or
below the Qualified Capacity. Qualifying bids are made at or above the given nomination.
Once a customer made a qualifying bid and participated in a qualified event, their monthly
performance was calculated mapping their raw event performance to adjusted event
performance. Table 1 shows the mapping between raw event performance and adjusted
event performance.

Table 1. Mapping of raw performance to adjusted performance

RAW ADJUSTED
PERFORMANCE PERFORMANCE
2 0.66 and < 1.00 1.00

2 0.33 and < 0.66 0.66

<0.33 0.33

Raw event performance is the average performance over a qualified event, measured against
the nomination using the PDR baseline. Adjusted event performance is calculated using Table
1. Monthly performance is the weighted average of each adjusted event performance, with
the weights being the per-event awarded kilowatt-hour (kWh). For example, if a site had
three awarded qualified hours where the awarded quantities were 100 kWh, 100 kWh, and
150 kWh and the delivered energy was 50 kWh, 75 kWh, and 140 kWh, respectively, the
actual monthly performance would be calculated as:

(0.66 x 100 + 1.00 x 100 + 1.00 x 150)

— 900
100 + 100 + 150 90%

* Demand Response and Proxy Demand Resource — Frequently Asked Questions
http://www.caiso.com/Documents/DemandResponseandProxyDemandResourcesFrequentlyAskedQuestio
ns.pdf

10



Nomination

Participants provide a monthly capacity commitment to the program, at or below the
qualified capacity, which is the maximum kilowatt value that can be delivered by an
enrollment, as identified in a pre-operational test.

In the above example, given a nomination of 100 kW, the capacity payment, which is a
product of monthly performance, nomination amount and capacity incentive would equal
90% x 100 x $10 = $900.

ISO Settlements:

For the purposes of this pilot, grid management charges were covered by PG&E and the
customers received payments for awarded energy at the day-ahead price adjusted by their
real time performance. It they over-delivered, they received additional payments at the
real-time market price. If they under-delivered, they were charged the replacement cost at
the real-time market price.

11



Chapter 3: Results

Site Summary
In this section, we describe the participating sites and summarize their participation.

Of the 16 potential participants with which Olivine had ongoing discussions over several
months, five participants were in the pilot as of October 31st. There were varying reasons
some of the sites or entities could not participate in the pilot including the following:

- The prospective participant had concerns about the resource not being flexible
enough to participate in the program. This prospective participant had a large
discrete load which could not accommodate a potential partial award from the
market, and there was some concern about the risk associated with over delivery.
In addition, dual participation restrictions effectively meant that participating in the
IRM2 would have meant forgoing the capacity payments from other DR programs
on a portion of their total load capability.

- The prospective participant could not reach the resource requirements. For
example, did not have enough customers from a single LSE within a sub-LAP and did
not have time to recruit enough sites to meet these requirements.

- The prospective participant actually had no customers.

- Direct access customers had delays in participation. For all locations, the ISO
requires an agreement between the LSE of the customers and the DRP. ESPs must
also register for inclusion in the ISOs DRS system to validate their customers.
Unless the customer yields significant leverage, certain ESPs are reluctant to take
these steps due to uncertainty around the process and potential competitive
concerns.

Table 2 summarizes the reduction and the qualified capacity by end uses that deliver these
reductions by participant. Site 1 asked to remain anonymous. County of Alameda
participated with the Santa Rita Jail (SRJ), which is a microgrid and has experience in
participating in demand response and automated demand response over the years. Two
Google sites provided reductions by rescheduling their electric vehicle charging. NW
Natural enrolled in the pilot and became certified but actually did not bid into the market.
[ts participation strategy involved rescheduling run time of compressors. Stem participated
using aggregated distributed storage systems.s Of these five sites, only three of them
actually enrolled, bid into the market, received awards, delivered reductions and received
payments for their participation. While Google sites did bid into the market, they did not
receive awards and were ultimately removed from market bidding due to challenges with
reliably obtaining meter data (detailed discussion is included in the following section). NW
Natural did not bid into the market.

*http://www.greentechmedia.com/articles/read/aggregating-building-batteries-into-grid-resources

12



Table 2. Participants, their qualified capacity and end uses

Qualified Capacity
Site Name | Reduction (kW) Lighting | HVAC | Other
Site 1 500 X
County of
Alameda, 810 X X X
SR]
Google 100 X X
Google 100 X X
NW 3080 (capped at X
Natural 2000)
Stem 120 X

Table 3 provides a summary of total number of days, the total number of hours and average
price bid by and awarded to each participant. Alameda County’s Santa Rita Jail was the first
site that participated in the pilot. Santa Rita Jail participated in their first market
transactions starting early February, giving them ample time to bid and gain experience
with the market as well as maximize their capacity payments. Although Site 1 and Stem bid
fewer days and hours, they were awarded three hours more than Santa Rita Jail. This is due
to both differences in the clearing prices based on their locations as well as different
bidding strategies employed by the participants. We summarize all three participants’
hourly performance in Table 4 and provide details in Appendix A. Alameda County
consistently participated and delivered the awarded amount. On average, Stem also
performed close to their bids. However, Site 1 had performance issues. It is a large
manufacturing site with variable large loads, participating in the pilot with a relatively small
battery. Although the battery consistently performed, its performance was not visible from
the whole facility meter due to the variability of large loads. If the pilot had allowed for
submetering of the participating end-uses, the performance of Site 1 could have been
measured more accurately.

As mentioned before, NW Natural did not participate, ultimately due to a lack of a consistent
demand profile that would allow them to meet the pilot availability requirements. While
Google did participate, their resources were not awarded, and ultimately were suspended in
the pilot due to meter issues. The meter issues consisted of service-level changes at the
premises which resulted in meter numbers changes, and ultimately issues for PG&E to
provide the meter data in a timely fashion for the pilot.
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Table 3. Summary of bids and awards

Bids Awards
Total Total Total
Site Total number | number Ave. number of | number of Ave. price
Name of days of hours price (§) | days hours ($)
Alameda 276 828 0.07 9 13 0.07
NW
Natural 0 0 n/a 0 0 n/a
Site 1 61 183 0.06 9 16 0.06
Stem 165 536 0.05 10 16 0.05
Google 72 225 n/a 0 0 n/a
Table 4. Summary of participation
Month Averaf';e Ave'rage Raw Adjusted
(n=number of Reduction Bid Performance | Performance
hours) (kw) (kW)
February (n=11) 651 450 145% 97%
1 - o) o)
Alameda April (n=1) 982 800 123% 100%
July (n=1) 876 810 108% 100%
June (n=1) 209 120 174% 100%
July (n=1) 141 120 117% 100%
Stem September (n=6) 120 120 100% 94%
October (n=4) 168 120 140% 100%
November (n=4) 100 120 83% 92%
Site 1 August (n=4) -362 500 7% 83%
September (n=12) -11 500 -2% 52%

Figure 4 displays calculated baseline and the measured load from the Alameda County site
on February 5, 2014 with 15 minute data granularity. On this day, the site bid 450 kW for
three hours between 7 am and 10 am. The baseline is significantly lower than the measured
load. However, the site was able to achieve its target award of 450 kW.
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Figure 4 Load and baseline profiles along with bids and awards for Alameda County site on February 5, 2014
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Figure 5. Load and baseline profiles for Site 1 with 500 kW nomination on September 15, 2014.

Figure 5 shows the measured load and calculated baseline along with the three-hour, 500
kW nomination between 1 pm and 4 pm for Site 1. The overall load of the facility was high
and variable. Therefore, because of the small size of this resource and the difficulties with
baseline methodology to accurately represent the variability, this site had a difficulty
capturing the response from the whole facility meter. If the 500 kW had been submetered,
the reduction would have been measurable.
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The plots for each site and each day they participated in PDR are provided in Appendix B.

Enablement Costs

Enablement of sites took place in stages. In this section, we summarize the enablement
issues and costs both from the scheduling coordinator’s (SC’s) perspective and from the
participant’s perspective to provide all the enablement issues.

The SC is the only entity that transacts with the CAISO and is the actual market participant.
The wholesales demand response provider (DRP) and the SC are separate roles at the
CAISO that may or may not be fulfilled by the same entity and services could be contracted.
Although they are sometimes referred to interchangeably, a retail aggregator is not
necessarily equivalent to a CAISO DRP.

An SC provides credit and collateral, handles CAISO administrative charges and payments
and ensures accurate meter data is provided on a timely basis. In this section, we
summarize these tasks and outline set up and operating tasks and costs.

Credit and Collateral

Minimum participation requirements are related to the market participant’s financial
stability. Minimum requirements are for the market participant or its guarantor to have at
least: $1 million in tangible net worth or $10 million in total assets or to post financial
security of $500,000.

Separately, to address the market participant’s forward position, the SC must maintain an
aggregated credit deposit sufficient to meet all of its financial obligations. The CAISO will
calculate market exposure and require additional credit to ensure the forward position is
covered.

CAISO Administrative Charges

Depending upon the reporting requirements, a separate Scheduling Coordinator ID (SCID)
($1,000 per month) may be required for a participant. Charges for operating the grid (Grid
Management Charges - GMC) are assessed to each SC based on number of SCID and
transaction level.

CAISO Payment

Since payment to the CAISO is required via wire transfer in a timely manner based on a set
schedule associated with the transaction date (specifics) the financial transactions can be
frequent and costly. Typically a third-party SC would consider this and include this in its
pricing model for services but would require the client/participant to pay for the charges to
the CAISO prior to the due date so that the funds are available for the SC to transfer to the
CAISO. Monies owed the CAISO are due immediately while final settlement for energy
payments may not occur until a future settlement calculation, and in fact the SC is
financially responsible for market resettlements in perpetuity.

Meter Data Management

The SC is responsible for ensuring that accurate Settlement Quality Meter Data (SQMD) is
provided on a timely basis and must resubmit meter data as appropriate to ensure accurate
settlement. For PDRs, the SC must create SQMD from Utility Distribution Company (UDC)
Revenue Quality Meter Data (RQMD). Generation resources are typically CAISO metered
with the CAISO responsible for validation, estimation and editing activity. There is a $1000
per day cost for submittal of meter data past the 48 business day cut-off. Updates in meter
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data may require processing and adjustment to settlements up to three years from the trade
date. SC is also subject to an annual meter audit and sanctions for late or inaccurate meter
data.

As described above, becoming an SC is costly requiring 24/7 operations, and capitalization
requirements. In addition, typically it takes 120 days from application to certification and
carries long term risk.

Costs

Typical setup fees are per resource and can be approximately $25,000. The costs arise from
the following SC activities:

* Ensuring that market dispatch communication protocols are in place
» Establishing a resource/registration validation process

e Being available for a 30 day lead for simple (predefined) PDR - 180 days for
telemetry (additional tasks and certification).

In addition to the set up costs, there are ongoing monthly operations costs. These prices
typically vary depending upon the bidding activity volume and other variables with typical
minimum monthly fees around $10,000 due to the infrastructure and support costs. Since
there is a lack of third parties bidding demand-side resource into the market, there is a
limited frame of reference. Charges are expected to be on a per-resource basis, dependent
upon activity and operational risk anticipated with a minimum monthly fee of $2,500 to
$10,000. This could vary widely dependent upon the business model and cost of
commercial operations. Below is a set of activities that the operations costs cover:

e Maintain bidding platform services (24 x 7)

e Monitor market results/dispatch (24 x 7)

e Settlements and Invoicing Administration (daily/weekly)
* Resource Maintenance (Registrations/RDTs)

In this project, in addition to the costs of bringing the resources to participate in PDR,
Olivine had to provide two different types of training. One, which took place on January 16,
2014, was a general training session open to all potential participants. It concentrated on
CAISO market basics and introduction to the pilot, the operational details, and settlement
and incentive mechanisms. Following this training, for those sites that decided to
participate in the pilot, additional hands-on training at their location was provided. On-site
training familiarized the participants with the Olivine distributed energy resources (DER)
system and allowed them to walk through nomination and bid entry, and prepared them for
pre-operational test to qualifying their capacity. These sessions were well received and
appreciated by the participants because they allowed them to become comfortable with the
systems and the bidding process. Olivine has made the CAISO market training portion of
their presentation available on the IRM2 web page at http://olivineinc.com/irm2.

Capacity Testing
Each site had to go through capacity testing to receive the capacity incentives, and the

participants all passed. In this section, we summarize the issues that came up during
capacity testing.
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Site 1 operated a large industrial manufacturing facility with a relatively smaller behind-
the-meter stationary storage device. The size of the battery was roughly one-tenth of the
whole premise’s peak load. Due to fluctuations in the manufacturing processes, the whole
premise