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Objectives:

In its Order conditionally approving ERCOT’s Protocols, the PUCT ordered ERCOT to:

Develop additional measures and refine existing measures, to enable load resources a greater opportunity to participate in the ERCOT markets.  As many of these measures as possible should take effect by January 1, 2002. . . . In addition, ERCOT should consider creating a new standing subcommittee or work group dedicated to addressing load resource issues, in order that load resources can cost effectively participate in addressing issues that affect them.
   
ERCOT has been ordered to report its progress in promoting demand side resource participation and demand side market response back to the Commission, and this report is long overdue.  The PUCT staff has asked ERCOT to take further steps to ensure that loads that exhibit unexpected fluctuations can participate as Resources in ERCOT’s ancillary services markets before filing its report.

Within the DemandSideWG, there seems to be general agreement on the following principles:

· There is value to having under-frequency relays on industrial loads that can be instantaneously interrupted.

· Having an under-frequency relay on a load that exhibits unexpected fluctuations may have different value than would an under-frequency relay on a constant-level or controllable load (e.g., a cogenerator).  Payments to loads with different characteristics could reflect such differences.

· Loads that can be interrupted or curtailed should have a reasonable opportunity to provide a Resource in ERCOT’s markets.

· Loads Acting as Resources (LaaRs) should “bid conservatively.”  If a load is likely to fluctuate within some range, then its offer or Resource commitment could be in the lower part of such range.

· There is value to interrupting a LaaR even if it at a relatively low load level, if such action would prevent the load from increasing its load level during a reliability problem.

· It would be preferable to keep LaaRs in the same ancillary services markets as generation resources.  Proposals to create separate markets for LaaR services, recognizing their unique characteristics and value, have previously been defeated in the DemandSideWG.  If LaaRs and generators compete within the same markets, then price competition may be fostered and market concentration reduced.

· More LaaRs should be introduced in ancillary services markets in such a manner that reliability is not compromised.

In developing proposals that meet these objectives, we have bumped into the following concerns:

· We need some confirmation from ERCOT’s operators and ROS that our understanding of the Protocols is correct.  (See attached notes from March 18, 2002 meeting of DemandSideWG.)

· If LaaRs “bid conservatively” there is a high likelihood that individual LaaRs will “over-provide” Resource quantities to ERCOT.  For example, if the LaaR believes that its next-day load level might be between 100 MW and 125 MW, then it might offer 100 MW.  However, it could violate the Protocols if its actual load level was in the higher end of that range.
  Similar problems could emerge during qualification testing.

· There are concerns that over-providing Resources during a deployment could result in an over-frequency event.  We have developed some proposed solutions for such a potential problem, but we need feedback on which approach might be the most effective and practical.

· We need resolution regarding the appropriate cap on the participation of instantaneous interruptible loads in the market for responsive reserves, and an examination of how the cap could be raised if under-frequency relays were assigned different set points.  Can an interim cap (higher than 25%) be set while these studies are being concluded?

· At the last ROS meeting, ERCOT’s system operators seemed to indicate that it is more difficult to accommodate possible over-provision of instantaneous interruptible load under the new system than it was under the old market.  We need to understand why this is the case, and what we might propose in order to address this problem.

· If ancillary services Resource quantities are measured and assessed at the QSE level, there might only be a couple QSEs large enough to accommodate some of the larger instantaneous interruptible loads that exhibit unexpected load fluctuations.  A small QSE with a large interruptible load might often violate the percentage performance tolerances set in the Protocols, while load fluctuations (and thus Resource quantity fluctuations) from a single LaaR within a larger Resource fleet might barely show up.  Is this a barrier to entry if a large interruptible load is limited to dealing with a couple large QSEs?

· We need a good understanding of what the penalties are if a LaaR inadvertently provides greater or lesser Resource quantities than are permitted by the Protocols.

The DemandSideWG has explored a large number of proposals to ensure that loads that exhibit unexpected fluctuations have a reasonable opportunity to participate in ancillary services markets, including separate markets for interruptible service, annual contracts for instantaneous interruptible loads (similar to the tariffs once used), probabilistic measures of LaaR load levels on an ERCOT-wide basis, refinements to LaaR quantity baseline calculations, relaxation of upper caps on the quantities provided by individual LaaRs, measures to permit Resource quantities to be measured on a more aggregate basis (to take offsetting fluctuations into consideration), and rotating set points on under-frequency relays to mitigate over-frequency concerns.   

Some of the technical issues listed above are beyond our expertise and could impact on ERCOT operations.

We would greatly welcome assistance from ROS and the ERCOT Operations staff in working through some of these issues!



DRAFT 

DEMAND SIDE WORKING GROUP

Meeting Notes from March 18, 2002 Meeting

Interpretation of Current Protocol Requirements for 

Loads Acting as Resources Providing Responsive Reserves

At the March 18, 2002 meeting of the Working Group, the following interpretation of the Protocols was discussed:

Qualification Testing:

· Section 6.10.2 of the Protocols describes the testing requirements and the notion that the capability of a Resource is specified as its “net dependable capability.”   If an individual resource cannot make its operating limit during one of the required quarterly tests, then ERCOT can reduce that capability the QSE is claiming.  If a Load Acting as a Resource (LaaR) asks to be rated at 100 MW and it provides 150 MW during a test, it is nominated at 100 MWs.  If it asks to be rated at 100 MW and only provides 80 MW, it is qualified for 80 MW. 

Monitoring Capacity for Availability:

· Except when initially qualifying individual LaaRs or generators, ERCOT is not concerned with the performance of an individual Resource.  Performance assessments are based on the aggregate performance of all Resources provided through the QSE.  The performance of any single Resource (a LaaR or Generator) does not concern ERCOT.

· If a QSE under-provides Ancillary Services Resources (i.e., it makes available a lower quantity than it has committed to providing), then ERCOT may order the QSE to obtain more.  If the QSE fails to arrange for more of the Resource, then ERCOT may arrange more Resources for the QSE and charge the cost of procuring such Resources to the QSE.

· During periods when Resource deployments are not ordered, there is no problem with over-provision (i.e., providing greater Resource quantities than planned or committed to providing).

· The cap on the percentage of Responsive Reserves that can be provided by Loads Acting as Resource applies at the QSE level.  For example, if ERCOT decides on a 40% cap, then no QSE can count on LaaRs for more than 40% of its Responsive Reserve needs.  However, if a QSE has LaaRs in excess of the cap, it can sell the Resource to another QSE.

· In the settlement process, a QSE is paid based on the Resources that it had committed to providing.  The actual Resource amount provided by the QSE is irrelevant (although poor performance could trigger various actions which have cost consequences, as discussed elsewhere).

· On an on-going basis, a QSE must provide Resource capacity quantities that equal or exceed the quantities that the QSE has committed to providing 100% of the time.  If a QSE falls below 100%, then it does not have the ancillary services capability that the QSE contracted to provide and the QSE must make up for the deficiency or ERCOT could purchase more ancillary services on the QSE’s behalf and charge the QSE for the additional amount.  (Note:  The Section 6.10.5.4. bandwidth of 95% to 120% only applies to the deployment of energy and does not apply here.)  

Measuring Compliance with Deployment Requests:

· If a deployment is ordered (i.e., a LaaR is interrupted or a Generator is asked to provide generation) and the QSE fails to provide the Resource quantity that it has committed to providing, then the QSE could incur a Scheduling Control Error (SCE).  SCEs are only calculated when Resources are actually deployed.  (Note from Floyd Trefny:  The Protocols do not necessarily say this.  If this is what we mean, we need to say so in the Protocols.  It is now silent on the subject but could be interpreted as it is on at all times.)
· During deployments, a QSE must provide Resource quantities that equal or exceed the Resource quantities that the QSE has committed to providing at least 75% of the time.  Otherwise, ERCOT may withdraw the QSE’s qualification to provide services.

· On deployment, a QSE must provide Resource energy quantities that of 95% requested or exceed the quantities that the QSE has committed to providing at least 95% of the time.  Otherwise a performance penalty could be assessed.  

· During periods of deployment, over-provision of Resources concerns ERCOT.

� PUCT, Final Order in Docket No. 23220:  Petition of the Electric Reliability Council of Texas for Approval of the ERCOT Protocols.


� It Resource performance is only measured at the QSE level, then this concern might be minimized.


� This appears to be an Operating Guide issue, rather than a Protocols issue.





