EnerNOC and Good Company’s Long Term Solution Task Force Proposal
Timeline and Process 
EnerNOC and Good Company appreciate the opportunity to work with ERCOT and the ERCOT market participants to create an emergency demand response program to address reliability concerns in Texas. 

We agree with some parties that the October 1, 2007 target envisioned by the Long Term Solution Task Force (LTSTF) is unworkable. 
First, the concept of a widespread emergency demand response program in ERCOT is new and complex. Time, attention and energy will be required to make any program successful. We urge ERCOT and stakeholders to not rush to implement an entirely different emergency demand response market. 
Second, a number of initial comments submitted to the LTSTF appear to repeat the some of the issues surfaced in unproductive debate held late last year as part of the Emergency Interruptible Load Task Force, a subcommittee of WMS. ERCOT stakeholders will need to adopt a new approach and new way of thinking to successfully develop a broad-based emergency demand response program.

We believe that the best course for the LTSTF would be to allow sufficient time to develop a consensus-based approach that all of the market participants could support and that will deliver the reliability value to ERCOT. 

Our Proposal

We suggest that the LTSTF should adopt a two-stage approach. First, the LTSTF should modify the existing EILS Program to improve its chances of success. Concurrently, the LTSTF should develop a long term solution that will put the appropriate incentives in place for load resources to participate in an emergency demand response program. 

We believe that this two-stage approach will be the best solution for providing ERCOT with adequate reliability resources in both the short run and the long run.

1) The EILS Program Should Be Modified To Encourage Greater Load Resource Participation
First, the LTSTF should focus on the improving the current EILS Program. 
The current EILS rules require at least 500 MW of EILS resources in each contract period. The first round of EILS bids failed to attract sufficient participation to meet this threshold. 
EnerNOC and its partners engaged in extensive efforts with a number of potential EILS participants from the time the PUCT approved the EILS rule to the time EILS bids were due to ERCOT. EnerNOC and its partners were ultimately unsuccessful in attracting any customers to participate in the program. 

EnerNOC and its partners surveyed customers who were educated about the EILS Program and considered participation. Customers were primarily concerned with the low levels of incentive payments and the short decision-making period for the first bidding period. In addition, the list below is representative of additional concerns expressed by end users. We share this feedback to help the LTSTF understand some of the issues with the current program design.
· Limited enrollment window. Customers needed more than a few weeks to decide whether or not to participate.

· Financial incentive. Customers expressed that EILS payments were not sufficient to justify fully understanding the program, enrolling and curtailing load during EILS events.

· Baseline Methodology. Customers were confused by the current EILS baseline methodology. The current baseline, measurement and verification methodologies would not adequately represent the demand of machines that customers would turn off. Some customers were precluded from participation because the availability factor must be maintained at the 95 percent level.

· Duration of the EILS event. While the EILS documentation discusses no more than a total of 8 hours for a contract period, it does mention that one single event could be longer.
· Notification. Many customers were not able to turn off equipment in 10 minutes. 
· Program instability. Some customers did not want to invest the time and effort in a program that might terminate in a manner of months.
Based on this feedback, we believe that a more workable long-term solution will require several changes, including:
· An hourly EILS auction; EILS resources that clear the auction will receive a $/MW-hour reservation payment; this will enable Load Resources to tailor their participation in the market to their operating capabilities
· A significant increase in the price cap 
· Removal of the 500 MW minimum amount of EILS procured in a given time period 
· Dispatch by ERCOT through electric dispatch to QSEs as well as a voice dispatch instruction (VDI) to QSEs; this will elicit a more reliable EILS response 
· A 30-minute notification window to encourage the participation of load resources that might require more time to curtail their energy-consuming processes 

We recommend that the LTSTF first address these issues to ensure the success of the EILS Program in the future.
2) Proposal To Restructure Ancillary Service Markets In ERCOT
In order to develop a replacement for EILS, demand response needs to play a more important role in the market. To accomplish this goal, we suggest that ERCOT’s ancillary service markets will need to be fundamentally restructured. ERCOT’s markets differ significantly from the market design adopted by other Regional Transmission Organizations/Independent System Operators (RTO/ISO). These other markets have been significantly more successful in attracting more load participation from a much broader segment of the market than has ERCOT.
ERCOT’s existing load management programs consist of an ad hoc patchwork of programs that carried over many pre-deregulation programs. These programs do not create an efficient reserve structure for an advanced energy market.  The ERCOT markets in which load resources can currently participate require combine different product attributes, making it difficult for many customers to participate in meaningful ways.
· Responsive Reserve. Open to generators and LaaR; combines ten minute spinning reserves with a hybrid 10 minute non-spin; LaaR response is coupled with an underfrequency relay set in most cases at 59.7 Hz 
· 30 Minute Non-Spin Reserve. Open to both generation and LaaRs.
· EILS Program. 10 minute non-spin emergency demand response product.
The programs do not provide ERCOT operators with the flexibility to respond incrementally to situations. In addition, the current structure requires ERCOT operators to exhaust higher-value reserves before lower-value reserves.  Nor has there been any attempt to integrate reserves with energy markets.

In contrast, other RTO/ISO markets have developed a standard set of products that encourage broad load participation. Appendix A contains the background material from other ISO programs. These markets have programs that can be summarized as the following: 
· 10 minute spinning reserve

· 10 minute nonspinning reserve

· 30 minute nonspinning/operating reserve

Other RTO/ISOs operate during emergency procedures so as to preserve 10 minute spinning reserves, the most valuable and flexible operating tool, by first exhausting 30 minute nonspin, and then 10 minute nonspin.  Demand response reserves are positioned in this dispatch order to preserve operating reserves, by using long lead time programs initially (one to two hour), then quick response (30 minutes) and direct load control type programs (10 minute) to maintain operating reserves.  Since generators are generally more flexible than loads, it makes sense to dump load to maintain responsive generation on line to maintain operator options.

In order to conform ERCOT’s markets to the standard design in other markets, we suggest that the following changes should be made to the existing ERCOT market design: 
· Separate UFRs from 10 minute nonspin reserves.

Other RTO/ISOs have underfrequency relays for emergency load shedding. ERCOT differs from other markets in two ways: 1) the frequency at which these UFRs are set, and 2) the fact that these UFR resources are paid as an Ancillary Service.
Since the UFR resources are an emergency load shedding tool, ERCOT might consider paying them separately as such, perhaps even at different frequencies (Let’s ask the questions “Do we need to shed 1100 MW at 59.7 Hz, or would it make more sense to break this up and pay more for load with a higher probability of an instantaneous shed?”).  Load with UFRs could bid into the emergency market or the 10 and 30 minute markets (and hopefully, such bids could be cleared sequentially such that if rejected in a higher value market, the load could still have a bid accepted in the lower value market).

· Separate the 10 minute nonspin reserves bid stack from the 10 minute spinning reserves.  
10 minute spinning reserves are a higher value product and should be treated as such.  10 minute nonspin reserves are considered imperfect substitutes for 10 minute spinning reserves in every other electricity market.

· Allow load resources to bid into any ancillary service market for which they meet the requirements.  
Develop demand response markets in conjunction with operating reserve markets.  Set conditions for operating reserve markets that do not establish artificial barriers to entry for demand response and other resources – that is, ancillary service requirements should be based on what ERCOT considers necessary for maintaining the value of that service.  
· Enable more customer participation

Utilize smart meters and the smart grid to minimize the burden on disaggregated load resources to meet operating parameters originally envisioned for large industrial loads operating on a “dumb” grid.
We believe that ERCOT needs to fundamentally reconsider the structure of its ancillary services market to encourage more load participation. We also recognize that this take the involvement of many ERCOT stakeholder groups and could take a substantial amount of time but it is the most likely solution for increasing demand participation in the market. 
We believe that this task force should undertake this mission, rather than adopting a solution that does not address these fundamental issues. 

Appendix A

Demand Response Procedures for Other ISO Markets
ISO-NE: Operating Procedure 4
Interrupts 2 hour DR Resources at Actions 3-5, and 7-8.

Begins deploying 30 minute reserves at Action 6

Interrupts 30 minute DR Resources at Action 9.

Exhausts 30 minute reserves by the end of Action 10.

Purchases emergency generation at Action 11.

Voltage reduction of 5% and dispatch of emergency generator DR resource at Action 12

Voltage reduction of 5% to maintain ten minute spinning reserves at Action 13.

Request voluntary curtailments at Action 14 & 15

OP4 operates in conjunction with OP7 – Action in an Emergency:

When the frequency reaches 59.90 Hz:  Dispatch 10 minute nonspinning reserves
When the frequency reaches 59.80 Hz:  AGC is automatically tripped

When the frequency reaches 59.30 Hz:  Underfrequency relays provide 10% load relief. 

When the frequency reaches 58.80 Hz:  UFRs provide an additional 15% load relief

If frequency continues to decline below 58.50 Hz:  manual load shedding

NYISO: Emergency Operations Manual
Major Emergency State:

System Frequency declines to 59.9 Hz. and is sustained at that level or continues to decline.

There is a 10-Minute Reserve or an Operating Reserve deficiency.

Operators can order one or more remedial actions in the appropriate sequences:

c. Activate reserves.

i. Implement manual voltage reduction.

k. Take actions to maintain operating reserve,

l. Activate Special Case ICAP and EDRP resources.

m. Curtail non-essential Market Participant load.

p. Order maximum generation pick-up, at emergency response rates.

r. Curtail interruptible load

s. Order large industrial and commercial customers to curtail load voluntarily

w. Order quick response Voltage Reduction

x. Determine the amount and location of Load Shedding required

4.4.3 Shortage Operating Reserve – Real Time
Declare Alert State:

1. If deficient of 10-minute reserve, convert 30-minute reserve to energy or 10-minute reserve.

2. If deficient of 10-minute synchronized reserve, convert 10-minute non-synchronized reserve to energy or 10-minute synchronized reserve.

Declare Major Emergency:
2. Activate SCRs
3. Activate EDRP.

4. Count load reduction from quick response voltage reduction as 10-minute reserve.

PJM: M13 Emergency Operations

Real-Time Emergency Procedures

Step 1:  Full Emergency Load Response (Long Lead Time – 1 to 2 Hours)

PJM dispatcher requests members to implement Full Emergency Load Response (formerly known as Active Load Management) Long Lead Time (LLT) Curtailment.

Step 2:  Full Emergency Load Response (Short Lead Time – 1 Hour or less)

Step 3:  Primary Reserve Warning

Available primary reserve is less than the primary reserve requirement, but greater than the synchronized reserve requirement, after all available secondary reserve capacity is brought to a primary reserve status.

Step 4 A:  Maximum Emergency Generation

Step 4 B: Energy Only Option of Emergency Load Response

Step 5:  Voltage Reduction Warning  

Available synchronized reserve is less than the Synchronized Reserve Requirement, after all secondary and primary reserve capacity is brought to a synchronized reserve status

Step 6 (Real-time): Manual Load Dump Warning

Step 7 A (Real-time): Voltage Reduction

Step 7 B (Real-time): Curtailment of Non-Essential Building Load

Step 8 (Real-time): Manual Load Dump

Per MAAC Under-Frequency Load Shedding Program Requirements (Document

B-8), load-shedding schemes are required for dropping 30 percent of the utility

load in response to a system underfrequency condition in accordance with the

following program:

Amount of Load to be Dropped Minimum Frequency Set Point ≥

10% 
59.3 Hz

10% 
58.9 Hz

10% 
58.5 Hz
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