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	Comments


Morgan Stanley is pleased to support this NPRR as an effort to expand the demand response platform through real time market operation.  It is a well designed program that has been vetted through various bodies in ERCOT and is a needed step in allowing demand side resources to aid in the energy market’s price formation.  
For the variables X and Y, Morgan Stanley supports beginning with the variables used for generation resources, and only after some trial analysis, relax those standards if absolutely necessary.  
We would provide a few cautionary notes:

1. Avoid the desire to become all things for all loads.  This program is a well defined mechanism to allow loads that have a reasonably high level of controllability to participate.  As has been noted in previous meetings, there are many different levels of capability among the various demand response providers.  This program is meant to allow loads with somewhat similar control level as generators, access to energy market.  It fulfills that goal well.

2. Sacrificing accuracy may open the door to gaming opportunities.  For example, if a DR provider were not to suffer from poor performance, they could place a bid to buy at a low level and not actually respond to it.  This would then reduce the market clearing price for all intervals that this bias is not captured by other control mechanisms.  
From market open, we have found that there are needs for mitigation measures to be put into place for generation resources to prevent abuse or exercise of market power.  Unfortunately, these needs also apply to demand resources.  Sometimes in different ways, but they are present.  Therefore, it is important that any effort to relax standards be accompanied by an analysis of unintended consequences created.

3. Rules should encourage a higher level of performance not lower.  Lax standards would encourage those with tight performance characteristics to reduce performance.  This is counter to good market design.

In order to facilitate the startup of the Loads in SCED process, it may be wise to measure but not charge for the deviation penalties during the trial period.  Once this period has concluded TAC could review the performance and may revise these values to better match a definition of good performance.  Along those lines, it may also be more advantageous to leave the values as variables in the protocols that are set by TAC and reviewed at least annually and posted on the MIS.  Otherwise, any changes would require months to implement as an NPRR is moved through.
In the document requesting input on the various values there is also a request to monitor the percentage that the telemetry of a particular provider varies from actual meter readings.  This appears to be a measure on specific meter reads vs. where a control system anticipates that meter should operate.  It implies a potential penalty structure for QSEs with programs that have a large number of “bad performers”.  This would appear to be a better role for the manager of the program instead of ERCOT, but may be necessary should a “looser” standard be allowed for basepoint deviation.  As mentioned above, we should strive for higher performance standards and not lower.  We have no comment on specific metric values at this time, as the values adopted for X and Y should drive these values.
It is important to note that the bilateral market still exists and perhaps provides the most diverse opportunities to capture the value of demand response in the form of financial call option products.  However, we are pleased to support this NPRR as it enhances the Real Time Market to incorporate demand side resources in a more streamlined fashion without creating a system of discriminatory subsidies or side payments.  

We look forward to working with ERCOT on this and further improvements to the Day Ahead and Real Time market.
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