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	Comments


These comments are on behalf of PRS in the role of the PRS advocate and are the result of conversations with many PRS members and stakeholders.  They do not necessarily represent the view of any one stakeholder (including CEI), but are a survey of the many reasons PRS recommended that the NPRR be tabled.  They can be grouped into three groups.
1. The NPRR needs more work.

2. The NPRR is bad policy.

3. The NPRR needs further input from the PUCT at their workshop on the topic. 
In addition, these comments will address specific points raised by ERCOT in its appeal of the PRS decision to table.

Finally, these comments will suggest several alternatives for TAC to address the appeal.

The NPRR Needs More Work

Price reversal is a major concern.  While ERCOT acknowledges that price reversal caused by ERS is a serious issue, it recommends handling those issues separately.  The NPRRs associated with correcting price reversal do not have a consensus, and some market participants have raised doubts about whether they should move forward as drafted.  The Hogan curve being discussed at the Commission is still in the early stages and may not be introduced on time and will not directly address this issue. ERS can only be expanded hand-in-hand with a policy that addresses this core market design issue, and can’t be passed on the faith that it will be somehow solved on its own.  The price reversal caused by ERS isn’t just whether shortage pricing occurs, but how long it lasts.  In a market design based around just a few hours of peak pricing, fifteen or thirty minutes can make a world of difference.  For example, just thirty minutes of serving load at 68,000 MW at a price of $4,500/MWh is a $150,000,000 impact on the market.
The payment structure is flawed.   The NPRR is structured such that providers would receive the same payment for the service, but not provide the same level of availability as existing ERS providers.  By creating a separate service that is still paid like existing ERS providers, it will only further damage the ERS program.  Specifically, different testing requirements and different availability requirements separate weather-sensitive ERS from more “traditional” ERS – not just a different baseline measurement.  This design, as currently conceived, may be discriminatory.
Although demand response from air conditioning is a good idea, this one has operational difficulties.  Committing load for duration of 3 hours per period may be longer and more onerous than most residential customers are willing to commit and participate.  As proposed, a customer may experience up to 24 hours of unannounced testing to be deployed during the four contract months, impacting customer adoption and potentially increasing attrition risk.   Some market participants believe that the ERCOT market may be better served by a product that incentivizes the end user to participate while maintaining a cost of load that is most reflective of the value of the provided capacity and the actual energy curtailed for the duration of such event.  
In particular, repeated testing events could easily lead to a bad customer experience, but that testing is ipso facto required to justify the rate-regulation approach to product design proposed by ERCOT.  This isn’t just bad for ERS, but potentially bad for the market as a whole.  If residential customers first interaction with demand response is a bad one, they may be unwilling to participate when a more friendly, market-oriented alternative is offered to them.
The program doesn’t recognize the value of different kinds of demand response.  Some DR programs are more flexible than others.  A program that works like an on/off switch is different and should have a different value than one that has more operational controls.  This valuation would occur naturally in the marketplace.
The NPRR is Bad Policy
ERCOT shouldn’t be in the business of product innovation.  Some stakeholders objected to ERCOT’s comments that failure to pass the NPRR “substantially reduces the potential financial benefit of attracting weather-sensitive DR…”  Fundamentally, the market should be in the business of innovating new products in the demand response space, not ERCOT.  While ERS as a last-ditch reliability program is a policy choice made by the Commission and should operate as efficiently as possible, ERCOT shouldn’t enter into the marketing or origination business.   Market participants are already responding to the anticipated market conditions in the future, and are developing market-based DR programs in direct response to Commission action.  Instead of promoting specific products, ERCOT should facilitate market outcomes, discuss developments with stakeholders, and work to identify operational barriers within the Protocols.  For example, ERCOT could use its expertise in baseline development as a service to retailers developing their own programs.
The temperature-sensitive measurement creates a perverse incentive.  By measuring load as a function of their contribution to peaks, ERCOT is creating an incentive for more load over peak.
The current market design requires price-responsive loads.  While opinions diverge about the appropriateness of the energy-only market among PRS members, most will agree that the current market design requires some loads to participate economically to be successful.  No one knows the quantity of residential customers willing to participate in demand response programs, but if many of them participate in the “easy answer” developed by ERCOT, then it may take away much of the population willing to participate in innovative market-based products.
The NPRR Must Wait for Further PUCT Direction

The NPRR is a major policy development, not just an incremental improvement like previous ERS updates.    When big updates to the program happened in the past, it was at the direction of the PUCT, such as the addition of distributed generation or the removal of the minimum procurement amount.  Like the DG expansion, this expansion should be vetted by the Public Utility Commission.

The Commission is seeking input on this very topic.  While the Utility Commission encouraged stakeholders to be cooperative with changes to the ERS program in its rulemaking on the topic, it has more recently sought stakeholder feedback in its new demand response project.   PRS should at least wait to hear from the Commission to take action on this NPRR.  

Response to ERCOT appeal

1. ERCOT’s urgency to appeal the tabling of the NPRR is based on its desire for the NPRR to pass before the summer procurement of ERS, but it has the authority to set and revise ERS contract periods under its existing authority.   The Commission defines an ERS contract period as “a period defined by ERCOT…” and requires ERCOT to “determine the ERS contract periods.”  Therefore, the appeal does not need to be granted to meet an arbitrary cut-off date that ERCOT has discretion to alter.  
2. ERCOT states that the NPRR is in response to requests by demand response providers, and states that despite air conditioning load being a substantial portion of the system peak, it is an insubstantial portion of ERS. However, it doesn’t necessarily follow that the loads should have different performance standards or baselines.  Perhaps residential air conditioning hasn’t yet entered into the ERS market because it has a high value of lost load over summer peak?  
3.  ERCOT states that it believes it is mandated that “all customer classes” must be able to participate in ERS, and that therefore this NPRR is required to be in compliance with that mandate.  However, ERCOT has acknowledged that residential air conditioning is already in the program and states that the reason there isn’t more is because of how much it is willing to pay it.  To get around that problem, ERCOT proposes measuring more MW, not paying a higher price.  
Options for TAC

Option One.  Deny the appeal and allow the Commission to weigh in on this NPRR before stakeholders do.

Option Two.   Grant the appeal and direct PRS to address the NPRR at its next meeting.  

Option Three.  Deny the appeal but direct PRS to work on the issues raised here by a specific deadline.

Option Four.  Grant the appeal but allow PRS the discretion to determine if a referral to WMS or a PRS task force is appropriate to deal with these issues and make a recommendation.
	Revised Proposed Protocol Language


None.
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