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	Comments


ERCOT proposed the Emergency Interruptible Load Service (EILS) concept at a PUC Workshop in September 15, 2006. At that workshop and in subsequent stakeholder meetings, ERCOT outlined the following goals for an EILS program:

· It should attract subscribers to provide ERCOT system operators with an additional supply of up to 1,000 MW of interruptible Load.

· The Load Resources should be required to be deployed within ten minutes following a single Verbal Dispatch Instruction (VDI) to Qualified Scheduling Entities (QSEs), and only as the final step prior to firm Load shedding during an Emergency Electric Curtailment Plan (EECP) event.

· ERCOT should be able to implement it with existing resources in time for the spring 2007 shoulder months (i.e. beginning April 1).

· ERCOT should be able to administer it with existing resources.
· The participating Load Resources should be accountable.

· The cost of the program should be consistent with its relatively low risk of deployment.

PRR703 meets some but not all of these goals.  ERCOT’s concerns are as follows:
1. ERCOT has concerns related to whether this PRR will attract subscribers. 

If the program fails to attract subscribers, an urgent and concentrated effort to implement this PRR in time for spring 2007 procurement would be futile.  During the December 15, 2006, Demand Side Working Group (DSWG) meeting, attended by representatives of numerous QSEs and third parties representing Load Resources in the ERCOT market, a straw poll conducted by Market Participants indicated that none of the attendees would be interested in subscribing to an energy-only emergency interruptible load (EIL) program.  Under PRR703, the MCPE for the entire market would be set administratively by ERCOT during an EILS deployment, and therefore all Loads currently contracted to supply energy at the Market Clearing Price for Energy (MCPE) would, in theory, be eligible to benefit from the high pricing even if not subscribed to the EILS. This raises questions as to why Loads would subject themselves to EILS registration and testing requirements if they were able to obtain the same financial benefits from the EILS without doing so.

ERCOT recommends that this program carry a minimum procurement level, preferably at 500 MW, which is the lowest amount of interruptible Load that would ever be dispatched by ERCOT’s system operators under the EILS.  ERCOT believes that operating and administering the program at a MW level below that number would not be worth the cost and effort.  ERCOT acknowledges that the program is intended to set a clearing price that is also attractive to price-responsive Loads, and while such Load reductions would potentially be valuable during an emergency, purely price-responsive Loads are not dispatchable Resources and thus cannot be relied upon to help preserve system reliability. 

ERCOT would strongly prefer to implement a Protocol revision that has a high probability of succeeding to attract the deployable resources for which it is designed. If it does not attract at least 500 MW of subscribed Load, the program has no value to ERCOT. 

2. ERCOT cannot implement this PRR in time for April 2007 procurement unless certain provisions are amended.
ERCOT has identified the following implementation timing concerns:
· Paragraph (17) of proposed Section 6.5.12, Emergency Interruptible Load Service (EILS), would clear all market imbalances with an administratively set MCPE.  This implies the need to make the MCPE visible in real time to Market Participants.  This visibility would be especially important for the program to meet the stated goal of attracting additional price responsive Load during emergencies.  Currently, the MCPE is generated in ERCOT’s Scheduling, Pricing & Dispatch (SPD) system and posted automatically to the Texas Market Link and ERCOT.com websites for real-time (15 minutes in advance) visibility to the market.  However, ERCOT posts administratively set MCPEs one day later via daily Price Correction Reports because ERCOT systems are currently incapable of posting these prices in Real Time.  Automating such a procedure for Real-Time posting would likely require a significant capital project, subject to the usual stakeholder project prioritization process.
· In defining its needs and requirements for this program, ERCOT has consistently stated that EILS Resources should be deployed via a single VDI to the all-QSE hotline, and that the obligation to know which EILS Resources are committed at any time should reside entirely with the QSEs.  ERCOT has also stated that EILS deployments would be virtually certain to occur in blocks of either 500 MW or 1,000 MW, most likely the latter.  PRR703 contains a pair of provisions that are inconsistent with efficient and rapid dispatch of emergency Resources.
Proposed Section 6.5.12(16), which describes the EILS dispatch process, states that “QSEs will be notified by ERCOT via the Messaging System of EILS deployments in their portfolio, and the EILS loads will have ten (10) minutes from that notice to respond to a level of 95% of their offered amount.”  This implies that ERCOT system operators will be required to communicate each QSE’s currently committed EILS Resource obligations at the time of dispatch.  This is inconsistent with the critical nature of an EECP process and with ERCOT’s stated goal of having the EILS Resources deployed via a single VDI (hotline) call to QSEs. QSEs must be expected to know their EILS obligations at all times and to dispatch them via their own command and control systems.  Without an amendment to clarify this point, ERCOT cannot support this PRR. 
Paragraph (4) of proposed new Section 6.7.9, Deployment and Recall of EILS, would require ERCOT to “notify each QSE of its instructed amount of EILS 10 minutes prior to the Settlement Interval in which it is to be deployed.”  This language is drawn from the Protocols developed for the Balancing Up-Load (BUL) program, which is designed as a day-to-day Balancing Energy Service program.  However, it is not consistent with the concept of the EILS, which would be deployed only in the late stages of an EECP event.  ERCOT cannot be expected to notify QSEs of their obligations 10 minutes in advance of the Settlement Interval of deployment; in fact, ERCOT cannot be expected to know in advance when EILS service might be required.  This provision needs to be deleted from the PRR or ERCOT cannot support it. 

Proposed changes to Section 12.4.2, Ancillary Service – Related Information, state that “ERCOT shall post the aggregated offer stacks for EILS no later than forty-eight (48) hours prior to the start of the month for which the offers are active.”  This provision may be clarified to ensure that QSEs are clearly obligated to know their committed EILS Resources at all times based on the posted offer stack, and should be further clarified to ensure the posted offer stack is adjusted any time a QSE submits a bid withdrawal.
· Proposed 6.5.12(10) permits QSEs to withdraw EILS offers “by 1100 the day ahead of the Operating Day.”  This would require ERCOT either to completely automate the bid withdrawal mechanism, or to develop a mechanism for ERCOT staff to receive notification of such withdrawals on a 7X24 schedule.  Either option would require system change or has human resource impacts that ERCOT believes are inconsistent with the goals of this program.  ERCOT has no objection to allowing bid withdrawals if the criteria are changed to allow bids to be withdrawn no later than 1100 on the Business Day preceding the Operating Day.
· Proposed new Section 6.11.2, General Capacity Testing Requirements, states that “Once ERCOT has verified that it has received an appropriate Load reduction signal from the QSE…”  This provision also appears to be drawn from Protocol language governing testing requirements for other types of Load Resources, and implies that participating EILS Resources would be required to have telemetry.  Because EILS Resources are not required to have telemetry to ERCOT, this portion of the PRR is unnecessary and confusing, and may be in conflict with other provisions related to testing and qualification of EILS Resources.
· PRR703 makes no provision for how ERCOT should manage deployment of EILS Resources whose bids are tied at the strike price.  The program is capable of producing a number of bidders at the same high price (potentially, the high system offer cap (HCAP)) comprising a total number of MW that could exceed the amount needed by ERCOT system operators in an EILS deployment.  If an allocation system for Load reduction dispatch and financial settlement is envisioned by this PRR, it should be described in detail in the PRR language.
3. Assuming full subscription of the program, ERCOT will not be able to administer this program over the long term with existing resources.
Capital projects may be required to automate several of the new processes created by the PRR.  The most challenging aspects of the PRR for ongoing ERCOT administration are as follows:
· Submission, collection and analysis of one-minute meter data, and correlation of that data to the EILS Resource’s 15-minute Interval Data Recorder (IDR) meter data used for settlement.

· Lack of detail on how compliance will be verified for Non Opt-In Entity (NOIE) resources where no independently obtained IDR meter data is available to compare to the Load’s one-minute meter data.

· Development of a methodology for verifying the presence of an automatic 10-minute delay Load trip device at each EIL Resource site.

· Stringent testing requirements including full Load shed tests within 90 days of registration and annually thereafter.
· Development of quarterly cost-benefit analyses described in proposed Sec. 6.5.12 (17)..
4. Proposed Sections 2.1 and 6.5.12(13) embody an inadvertent conflict with PUCT Subst. R. 25.505(g).
 
The proposed Protocol language places a cap on EILS Resource offers at the HCAP. Under subsection (g) P.U.C. Subst. R. 25.505 (relating to Resource Adequacy in the Electric Reliability Council of Texas Power Region), the HCAP is a specially defined term and the HCAP is in effect only when the calculated peaker net margin is less than or equal to $175,000.  Once the $175,000 threshold has been exceeded, the low system offer cap (LCAP) becomes the effective offer cap for Balancing Energy and all Ancillary Services for the remainder of the annual resource cycle.  Because the proposed PRR language would set the MCPE at the HCAP, whenever the LCAP is in effect, a conflict with the rule would exist.  This conflict could be resolved by using a new term in the PRR, other than HCAP, to define the current offer cap in effect [for example, “current system wide offer cap”(CCAP)].
	Revised Proposed Protocol Language


ERCOT has not yet developed proposed changes to the PRR language.
� The entire rule may be accessed at � HYPERLINK "http://www.puc.state.tx.us/rules/subrules/electric/index.cfm" ��http://www.puc.state.tx.us/rules/subrules/electric/index.cfm�. 
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