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'XULQJ� WKH� SXEOLF� FDOO� RQ�$SULO� ���� �����ZKHQ�ZH� DGRSWHG� RXU� ´2SLQLRQ� RQ� WKH�
&DOLIRUQLD� ,62·V�0DUNHW� 5HGHVLJQ� DQG� 7HFKQRORJ\� 8SJUDGH� �0578�� &RQFHSWXDO� )LOLQJ�µ�
VHYHUDO� TXHVWLRQV� DERXW� WKH� RSLQLRQ� ZHUH� UDLVHG� E\� VWDNHKROGHUV� WKDW� ZH� EHOLHYH� UHTXLUH�
IXUWKHU�FODULILFDWLRQ���7KLV�DGGHQGXP�GLVFXVVHV�WKHVH�LVVXHV��

)LUVW�� RQ� SDJHV� �� DQG� ��� ZH� VWUHVV� WKH� QHHG� IRU� ORDG�VHUYLQJ� HQWLWLHV� �/6(V�� WR�
SXUFKDVH� WKHLU� HQHUJ\� DQG� DQFLOODU\� VHUYLFHV� QHHGV� LQ� WKH� IRUZDUG� PDUNHW� IRU� GHOLYHU\� WR�
ORFDWLRQV� LQ� WKH�&DOLIRUQLD� ,62�FRQWURO� DUHD�ZKHUH� WKHVH�SURGXFWV� FDQ� DFWXDOO\�EH�XVHG� WR�
VHUYH� WKH� HQHUJ\� DQG� DQFLOODU\� VHUYLFHV� QHHGV� RI� WKH� /6(� WKDW� SXUFKDVHG� WKHP�� �:H� DOVR�
HPSKDVL]HG� WKDW� LQ� D� QRGDO�SULFLQJ� PDUNHW� WKH� &DOLIRUQLD� 3XEOLF� 8WLOLWLHV� &RPPLVVLRQ�
�&38&�� FDQ� PRUH� SUHFLVHO\� VSHFLI\� WKH� GHOLYHU\� SRLQWV� DQG� GHOLYHU\� TXDQWLWLHV� IRU� ERWK�
HQHUJ\� DQG� DQFLOODU\� VHUYLFHV� WKDW� WKH� /6(V�PXVW� SXUFKDVH� LQ� WKH� IRUZDUG�PDUNHW�� UDWKHU�
VSHFLI\�GHOLYHU\�DQ\ZKHUH�ZLWKLQ�D�FRQJHVWLRQ�]RQH�VXFK�DV�13����63����RU�=3����DV�LV�WKH�
FDVH� IRU� WKH� FXUUHQW� ]RQDO� PDUNHW� GHVLJQ�� � 7KLV� LV� RQH� DWWUDFWLYH� IHDWXUH� RI� D� ORFDWLRQDO�
PDUJLQDO�SULFLQJ��/03��PDUNHW�GHVLJQ���,W�DOORZV�/6(V�WR�VSHFLI\�SK\VLFDOO\�IHDVLEOH�GHOLYHU\�
SRLQWV�IRU�LWV�IRUZDUG�FRQWUDFWV�WR�FOHDU�DJDLQVW���$V�QRWHG�LQ�WKH�2SLQLRQ��LI�D�VXSSOLHU�IDLOV�
WR�WDNH�WKH�DFWLRQV�WKDW�DOORZ�WKH�/6(�WR�SXUFKDVH�WKH�FRQWUDFWHG�TXDQWLW\�RI�HQHUJ\�DW�WKDW�
ORFDWLRQ��WKH�VHOOHU�RI�WKH�IRUZDUG�FRQWUDFW�EHDUV�WKH�FRVW�RI�WKH�H[WUHPHO\�KLJK�VKRUW�WHUP�
SULFHV� DW� WKDW� ORFDWLRQ�� � ,Q� DGGLWLRQ�� ZH� EHOLHYH� WKDW� WKRVH� /6(V� WKDW� GR� QRW�PDNH� WKHLU�
IRUZDUG�SXUFKDVHV�LQ�D�SK\VLFDOO\�IHDVLEOH�PDQQHU�VKRXOG�EHDU�WKH�SRWHQWLDOO\�KLJKHU�FRVWV�RI�
DQ�LQFUHDVHG�VKRUW�WHUP�HQHUJ\�DQG�DQFLOODU\�VHUYLFHV�GHPDQGV�WKDW�UHVXOW�IURP�WKLV�GHFLVLRQ��
0RUHRYHU��WKHVH�/6(V�VKRXOG�EH�XQDEOH�WR�WUDQVIHU�VRPH�RI�WKHVH�FRVWV�WR�RWKHU�/6(V�DV�LV�
WKH�FDVH�XQGHU�WKH�FXUUHQW�]RQDO�PDUNHW�GHVLJQ��

'HVSLWH�RXU� VWURQJ� GHVLUH� IRU� WKH�&38&� WR� HQVXUH� WKDW� WKH�/6(V� WKDW� LW� UHJXODWHV�
PDNH�SK\VLFDOO\� IHDVLEOH� IRUZDUG�PDUNHW�SXUFKDVHV�RI� HQHUJ\� DQG� DQFLOODU\� VHUYLFHV��ZH�GR�
QRW�PHDQ�WR�LPSO\�WKDW�WKHVH�/6(V�VKRXOG�UHO\�RQ�WKH�/030�PHFKDQLVP�WR�SURFXUH�WKHVH�
SURGXFWV�� ,I� WKHUH� LV� HIIHFWLYH� FRPSHWLWLRQ� DPRQJ� VXSSOLHUV� WR�SURYLGH� WKH�QHFHVVDU\� ORFDO�
HQHUJ\�DQG�DQFLOODU\�VHUYLFHV��WKH\�VKRXOG�EH�SXUFKDVHG�LQ�IRUZDUG�FRQWUDFWV�FOHDULQJ�DJDLQVW�
WKHVH�ORFDWLRQV�LQ�WKH�&DOLIRUQLD�,62�FRQWURO�DUHD���:H�GR��KRZHYHU��QRWH�WKDW�WKH�)HGHUDO�
(QHUJ\� 5HJXODWRU\� &RPPLVVLRQ� �)(5&�� QHHGV� WR� SURYLGH� DGHTXDWH� ORFDO� PDUNHW� SRZHU�
PLWLJDWLRQ�LQ�DUHDV�ZLWK�VHYHUH�ORFDO�PDUNHW�SRZHU�DQG�KLJK�EDUULHUV�WR�HQWU\�WR�HQVXUH�WKDW�
FRQVXPHUV�SD\�MXVW�DQG�UHDVRQDEOH�SULFHV�IRU�WKH�QHHGHG�ORFDO�HQHUJ\�DQG�DQFLOODU\�VHUYLFHV�
ZKHWKHU� RU� QRW� WKH\� DUH� SXUFKDVHG� LQ� WKH� IRUZDUG� RU� VKRUW�WHUP� PDUNHW�� 8QOLNH�
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XQFRQVWUDLQHG� DUHDV�� D� ORQJHU� WLPH�KRUL]RQ�EHWZHHQ� FRQWUDFW�QHJRWLDWLRQ� DQG�GHOLYHU\�ZLOO�
QRW�DSSUHFLDEO\�H[SDQG�WKH�SRRO�RI�SRWHQWLDO�VXSSOLHUV�LQ�ORDG�FHQWHUV�ZKHUH�WKH�EDUULHUV�WR�
QHZ� HQWU\� DUH� VXEVWDQWLDO�� $EVHQW� HIIHFWLYH� /030�� FRQVXPHUV� LQ� WKHVH� DUHDV� ZLOO� DOPRVW�
FHUWDLQO\�IDFH�XQMXVW�DQG�XQUHDVRQDEOH�SULFHV�IRU�HQHUJ\�DQG�DQFLOODU\�VHUYLFHV��

3ULFH�UHVSRQVLYH�ILQDO�GHPDQG�LV�HYHQ�PRUH�YDOXDEOH�ZLWKLQ�WKHVH�ORFDO�UHJLRQV�WKDQ�
LQ� OHVV�FRQVWUDLQHG�DUHDV�RI�WKH�&DOLIRUQLD�,62�FRQWURO�DUHD�� �7KH�&38&�VKRXOG�PDNH� LW�D�
KLJK� SULRULW\� WR� SURYLGH� LQFHQWLYHV� IRU� FRQVXPHUV� WR� EHFRPH� DFWLYH� ZKROHVDOH� PDUNHW�
SDUWLFLSDQWV���,I� ODUJH�FXVWRPHUV�KDYH�D�ILQDQFLDO� LQFHQWLYH�WR�EHFRPH�SULFH�UHVSRQVLYH��WKLV�
FDQ�RQO\�LPSURYH�WKH�SHUIRUPDQFH�RI�WKH�VKRUW�WHUP�HQHUJ\�DQG�DQFLOODU\�VHUYLFHV�PDUNHWV���
+RZHYHU��ZH�FDXWLRQ�WKDW�LQ�DUHDV�ZLWK�OLWWOH�RU�QR�FRPSHWLWLRQ�IRU�VXSSO\��SULFH�UHVSRQVLYH�
GHPDQG��ZKLOH� H[WUHPHO\� YDOXDEOH�� LV�QRW�E\� LWVHOI� VXIILFLHQW� WR� HQVXUH� MXVW� DQG� UHDVRQDEOH�
SULFHV�� �$OWKRXJK� WKH�SUHVHQFH� RI�SULFH� UHVSRQVLYH� ILQDO� GHPDQG�FDQ� OLPLW� WKH� DPRXQW�RI�
ORFDO�PDUNHW�SRZHU�D�VXSSOLHU�FDQ�H[HUFLVH��LW�GRHV�QRW�HOLPLQDWH�WKH�QHHG�IRU�D�SURVSHFWLYH�
/030�PHFKDQLVP��

$�VHFRQG�TXHVWLRQ�FRQFHUQV� WKH�PHDQLQJ�RI�RXU�VWDWHPHQW�RQ�SDJH��� WKDW�´KDYLQJ�
DGHTXDWH�LQVWDOOHG�FDSDFLW\�WR�VHUYLFH�GHPDQG�GRHV�YHU\�OLWWOH�E\�LWVHOI�WR�SUHYHQW�WKH�H[HUFLVH�
RI�PDUNHW�SRZHU�LQ�WKH�VKRUW�WHUP�HQHUJ\�DQG�DQFLOODU\�VHUYLFHV�PDUNHWV�µ�2XU�SRLQW�LV�WKDW�
JHQHUDWLRQ� FDSDFLW\� WKDW� LV� SXUFKDVHG� E\� DQ� /6(� DQG� WKDW� FDUULHV� D� ZHDN� RU� QRQ�H[LVWHQW�
SHUIRUPDQFH�UHTXLUHPHQW��DV�LV�W\SLFDOO\�WKH�FDVH�IRU�FDSDFLW\�SXUFKDVHG�WKURXJK�DQ�LQVWDOOHG�
FDSDFLW\�PDUNHW��LV�RI�OLWWOH�YDOXH�LQ�OLPLWLQJ�WKH�H[HUFLVH�RI�PDUNHW�SRZHU�LQ�WKH�VKRUW�WHUP�
HQHUJ\� DQG� DQFLOODU\� VHUYLFHV� PDUNHW�� )RUZDUG� PDUNHW� SXUFKDVHV� VKRXOG� UHTXLUH� D�
FRPPLWPHQW�IRU�SHUIRUPDQFH���6XFK�SHUIRUPDQFH�ZRXOG�LQFOXGH�WKH�VXSSO\�RI�HQHUJ\��EXW�WR�D�
OHVVHU� H[WHQW� ZLOO� LQFOXGH� WKH� SXUFKDVH� RI� DQFLOODU\� VHUYLFHV�� RSWLRQV�� DQG� RWKHU� IRUPV� RI�
�VWDQG�E\��SHUIRUPDQFH�WKDW�PD\�EH�UHTXLUHG�LQ�RUGHU�WR�RSHUDWH�WKH�V\VWHP�UHOLDEO\����

6LPSO\�PDNLQJ�D�SD\PHQW�WR�D�JHQHUDWLRQ�XQLW�RZQHU�IRU�WKHLU�LQVWDOOHG�FDSDFLW\�ZLWK�
WKH�RQO\�REOLJDWLRQ�WKDW�WKH�XQLW�ELG�LQWR�WKH�VKRUW�WHUP�HQHUJ\�RU�DQFLOODU\�VHUYLFHV�PDUNHW�LI�
WKH� XQLW� LV� DYDLODEOH� WR� VXSSO\� HQHUJ\� GRHV� QRW�� LQ� RXU� YLHZ�� SXUFKDVH� WKH� QHFHVVDU\�
SHUIRUPDQFH� FRPPLWPHQW� WR� OLPLW� WKH� DELOLW\�RI� WKLV� VXSSOLHU� WR� H[HUFLVH� XQLODWHUDO�PDUNHW�
SRZHU�LQ�WKH�VKRUW�WHUP�HQHUJ\�DQG�DQFLOODU\�VHUYLFHV�PDUNHWV���$V�ZH�QRWH�LQ�WKH�RSLQLRQ��LW�
LV�GLIILFXOW��LI�QRW�LPSRVVLEOH��WR�GHWHUPLQH�LI�D�XQLW�KDV�IDLOHG�WR�FRPSO\�ZLWK�WKH�UHTXLUHPHQW�
WR�ELG�LQWR�WKH�PDUNHW�LI�LW�LV�DYDLODEOH��DQG�WKH�SHQDOWLHV�DVVRFLDWHG�ZLWK�IDLOXUH�WR�FRPSO\�DUH�
RIWHQ�LQVXIILFLHQW�WR�GHWHU�WKLV�EHKDYLRU�JLYHQ�WKH�LQFUHDVHG�SURILWV�WKDW�DUH�DYDLODEOH�WR�WKH�
VXSSOLHU� IURP� H[HUFLVLQJ� XQLODWHUDO� PDUNHW� SRZHU� LQ� WKH� VSRW� PDUNHW�� � $V� QRWHG� LQ� WKH�
RSLQLRQ�� LW� LV�YLUWXDOO\� LPSRVVLEOH� IRU�DQ�HQWLW\�EHVLGHV� WKH�RZQHU�RI� WKH�JHQHUDWLRQ�XQLW� WR�
GHWHUPLQH�ZKHWKHU�RU�QRW�WKDW�XQLW� LV�WUXO\�DYDLODEOH�WR�RSHUDWH��7KH�DGYDQWDJH�RI�EX\LQJ�D�
SHUIRUPDQFH� JXDUDQWHH�� VXFK� DV� D� IRUZDUG� FRQWUDFW� IRU� HQHUJ\� RU� DQ� RSWLRQ� FRQWUDFW� WR�
SURYLGH� HQHUJ\� LI� WKH� VKRUW�WHUP�SULFH� LV� DERYH� VRPH� OHYHO�� LV� WKDW� WKH� VXSSOLHU� EHDUV� WKH�
UHVSRQVLELOLW\�IRU�DQ\�XQLW�RXWDJHV���%HFDXVH�RI�WKH�SULFH�JXDUDQWHH�LPSOLFLW� LQ�WKLV�IRUZDUG�
FRQWUDFW�RU�RSWLRQ��WKH�SXUFKDVHU�LV�LQGLIIHUHQW�WR�WKH�VKRUW�WHUP�HQHUJ\�RU�DQFLOODU\�VHUYLFHV�
SULFH� FKDQJHV� WKDW� UHVXOW� IURP� D� JHQHUDWLRQ� XQLW� RXWDJH�� UHJDUGOHVV� RI� WKH� FDXVH�� � $V� D�
FRQVHTXHQFH��WKH�VHOOHU�RI�HLWKHU�FRQWUDFW�KDV�D�VWURQJ�ILQDQFLDO�LQFHQWLYH�WR�PDNH�WKHLU�XQLW�

                                                
1 It is important to note that price-responsive demand can take the form of participating load that is actively bidding into the 
energy or ancillary services markets and the more passive form of simply reducing consumption upon notification of the 
price level.  Because the infrastructure and transactions costs involved in actively participating, we expect that the passive 
form of price-response would achieve more widespread participation.   
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DYDLODEOH�WR�SURYLGH�WKH�FRQWUDFWHG�HQHUJ\�RU�DQFLOODU\�VHUYLFHV�ZKHQ�LW�LV�WUXO\�DYDLODEOH�WR�GR�
VR��

3DJH���RI�WKH�RSLQLRQ�VWDWHV�WKDW���ZH�EHOLHYH�LW�PD\�EH�PRUH�FRVW�HIIHFWLYH�IRU�WKH�
,62�WR�IRUPXODWH�D�ORQJ�WHUP�VROXWLRQ�WR�WKH�SUH�GLVSDWFK�RI�LQWHUWLH�ELGV�EHIRUH�FRPPLWWLQJ�
WR�D�GHVLJQ�IRU�WKH�+$63����'XULQJ�WKH�SXEOLF�FDOO��WKH�&$,62�QRWHG�WKDW�LW�ZDV�QHFHVVDU\�WR�
ILOH� WKH�+$63�GHVLJQ� LQ�0D\� LQ�RUGHU� WR�REWDLQ�)(5&�FRQFHSWXDO� DSSURYDO�RI� WKLV�PDMRU�
PDUNHW�GHVLJQ�HOHPHQW� LQ�-XO\� LQ�RUGHU�WR�PHHW� WKH�)HEUXDU\������0578�LPSOHPHQWDWLRQ�
GDWH���7KH�&$,62�DUJXHG�WKDW�GRLQJ�VR�ZRXOG�QRW�IRUHFORVH�PRGLILFDWLRQV�WR�WKH�SURSRVHG�
VHWWOHPHQW�RI�LQWHU�WLH�ELGV�XQGHU�+$63���+RZHYHU��ZH�QRWH�WKDW�D�FRPPLWPHQW�WR�+$63�
PD\�IRUHFORVH�RSWLRQV�RXWVLGH�RI�WKH�+$63�IUDPHZRUN��VXFK�DV�DQ�KRXU�DKHDG�HQHUJ\�DQG�
DQFLOODU\� VHUYLFHV�PDUNHW�� �7KH�&$,62� LV� XQGHUWDNLQJ� D� VWDNHKROGHU�SURFHVV�RYHU� WKH�QH[W�
VHYHUDO� PRQWKV� WR� DGGUHVV� WKH� LQWHU�WLH� LVVXH� DQG� ZLOO� ILOH� DQ\� SURSRVHG� FKDQJHV� WR� WKH�
VHWWOHPHQW�RI�LQWHUWLHV�XQGHU�+$63�ZKHQ�LW�VXEPLWV� LWV�0578�7DULII�ILOLQJ�LQ�1RYHPEHU�LI�
������ �7KHUHIRUH� D�GHOD\� LQ�+$63�FRXOG�SRVVLEO\� OHDG� WR� D�PRUH� FRVW�HIIHFWLYH� ORQJ�WHUP�
VROXWLRQ�WR�WKH�LQWHUWLH�ELGGLQJ�SUREOHP��EXW�ZRXOG�DOVR�LQFUHDVH�WKH�OLNHOLKRRG�RI�D�GHOD\�LQ�
WKH�LPSOHPHQWDWLRQ�RI�0578��

�


