Emergency Interruptible Load Service (EILS)

PRS Action Summary

	PRS Recommendation
	On 1/22/07, PRS voted to reconsider the requests for granting Urgent status for PRR702, PRR703; PRR704, and PRR705.  The motion passed with one nay from the Municipally Owned Utility (MOU) and one abstention from the Independent Retail Electric Provider (IREP) Market Segments.  All Market Segments were present for the vote.
PRS voted on a motion stating that PRS concurs with ERCOT that curtailing voluntary firm Load in emergency conditions is preferable to shedding firm Load on an involuntary basis.  However, PRS is not yet convinced that such a program is appropriate for two reasons:

1. The market has changed since April 17, 2006;

2. Whether it can be implemented for a cost commensurate with the value of lost load (VOLL) associated with rotating outages during emergency conditions.

Therefore, at this time, PRS declines to recommend approval or rejection of any PRRs related to EILS until questions related to the need and efficacy of such a service are more firmly established.  PRS therefore tables PRR702, PRR703, PRR704, and PRR705 until the February 22, 2007 PRS meeting.

PRS requests that the Reliability Operations Subcommittee (ROS) address the following questions and report back to PRS on February 22, 2007:

1. What is the statistical likelihood, given ERCOT Operator flexibility in the EECP process, that EILS will be utilized as envisioned prior to firm Load shedding?

2. Rate the impact of each of the EILS PRRs on ERCOT’s loss of Load probability (LOLP).

3. Evaluate the EILS PRRs procurement methodology.  What is the appropriate amount of EILS to procure, if any?

4. Evaluate the EILS PRRs deployment methodology.  Address any concerns that arise from deployment and recall: i.e., should EILS be deployed as a single block; is geographic concentration of EILS providers an issue during EECP; what are the effects of transmission system limitations; etc.?

5. What other alternatives to EILS, such as procuring additional existing Ancillary Services, could be utilized to achieve similar results?

PRS requests that ERCOT Staff address the following questions and report to PRS on February 22, 2007:

1. What is the statistical likelihood, given ERCOT Operator flexibility in the EECP process, that EILS will be utilized as envisioned prior to firm Load shedding?

2. Rate the impact of each of the EILS PRRs on ERCOT’s LOLP.

3. What alternatives to EILS were examined by ERCOT, if any, and why was EILS pursued instead of those other options?

4. Has the VOLL been determined for the April 17, 2006 Load shedding event? If so, please share the methodology and results of that study.  If not, why not? 
PRS requests that WMS define the following and report to PRS on February 22, 2007:

1. The benefit.

2. The cost based on the EILS PRRs.

3. Changes in Market since April 17, 2007.

The motion passed with two nays from the Consumer Market Segment.  All Market Segment were present for the vote.



	Summary of PRS Discussion
	The Chair of the WMS presented the history of the EILS.  Mr. Belk recounted that in December, 2006, WMS voted to only consider EILS proposals that are based on an energy-only approach, without making a determination regarding the merits of the individual proposals.  In January, 2007, WMS discussed the merits of an EILS in general terms.  Mr. Belk reported that WMS focused its discussion on the value and cost of such a program.  Mr. Belk reported that WMS voted on a motion stating that at this point in time, WMS is confident an EILS is a necessary component of ERCOT’s EECP toolbox to avoid firm Load shed.  This motion failed at WMS with no affirmative votes and two abstentions from the Consumer Market Segments.
PRS was also briefed on the discussion by ROS and noted that ROS, because ERCOT had not posted its PRR until the prior day, tabled any discussion, but did request that PRS allow ROS sufficient time to review all the EILS proposals.  

Participants commented that PRS should discuss the merits of an EILS in general.  Participants noted that ERCOT Staff acknowledged that EILS is not absolutely necessary for system reliability and objected to a comparison to Black Start Service.  ERCOT Staff responded that although an EILS is not necessary to maintain system reliability, it would be preferable to firm Load shedding and would have the potential of reducing the amount of firm Load shed.  Participants opined that the proposal is too costly to justify for a one in ten year event and noted that the criticism following the April 17, 2006 Load shedding event was not focused on the manner in which ERCOT implemented Step 4 of the EECP, but rather the manner in which the event was communicated.  Participants also objected to the underlying premise that the April 17th event was caused by a capacity shortfall, arguing that the event was caused by an energy shortfall.  Therefore, an EILS should not address an energy problem with a capacity based solution.  Participants questioned, based on Loads acting as Resources (LaaRs) past performance, whether the service can respond in the prescribed timeframe and whether this will further reduce the probability of a deployment.  Finally, the participants also questioned whether it is appropriate to implement a capacity based product in an energy-only market.  ERCOT Staff contended that the program must offer a capacity/reservation fee to attract participants and offered a cost estimate of $20 million per year.
Participants concluded that there is not enough information for PRS to make a decision at this time.  Participants commented that more data is needed about the amount of the reduction in the probability of firm Load shedding and what the cost will be for such a program; the impacts of the changes in the market since April 17, 2006 Load shedding event; and suggested the following formula for evaluating the cost benefit if an EILS:

(cost of VOLL per MW) x (number of hours of event) x (probability of occurrence)
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