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	DISSCUSSION DRAFT	

[bookmark: _GoBack]Validation of “G” Estimation Methodology for Purposes of Accurately Attributing “-G” to the Appropriate LSE
To comply with the TAC endorsed “LMP minus volumetric G” approach when compensating an Aggregated Load Resource (ALR) that is an aggregation of Controllable Load Resources (CLRs) served by multiple Load Serving Entities (LSEs), it is necessary for the Demand Response Qualified Scheduling Entity (DR QSE) to determine the volume of “G”[footnoteRef:1] within an ALR that must be allocated to each LSE serving loads, and ultimately each participating meter for billing purposes within that ALR.  As noted previously for an ALR, requiring real-time physical telemetry from each device or premise under control is neither reasonable nor necessary. [1:  Note: in the TAC endorsed slide deck, G is defined as “a negotiated price between the LSE and the customer,” based on the most recent LRIS discussions it seems there may be some legal complications with just using the full retail rate.  We have intentionally left that discussion out of this document but it will need to be resolved.] 

A Qualified Scheduling Entity (QSE) representing a Load Resource is required to develop a methodology for estimating the reduction in load due to action taken by the DR QSE or the end-user(s) in response to direction from the DR QSE.  This load reduction is defined as the difference between actual metered consumption during a 15-minute interval and the estimated consumption that would have happened “but for” action taken by the DR QSE, or end user(s) in response to direction from the DR QSE.  
The objective of ALR “G” estimation methodology validation is to define an acceptable standard that provides assurance that the G volumes attributed by the DR QSE to the LSE provide an accurate representation of the physical load characteristics of that LSE’s portion of the aggregation for purposes of settlement.  It may be necessary to estimate G volumes at the ESI-ID level in order for LSEs to accurately account for G volumes attributable to each customer within the LSE’s portion of the ALR.	Comment by Colin Meehan: Note: do we need language about whether the DR QSE can be one of the LSE QSE’s within an ALR?  How can we create a system that establishes the necessary incentives to avoid gaming by the DR/LSE QSE?
This section describes the processes ERCOT will use to conduct qualification testing and validation for DR QSE “G” estimation.  Validation of “G” estimation methodology, as a step toward qualification to provide one, or more, ERCOT services, will insure the integrity of an LSE’s G volume as a representation of the reduction of load served by that LSE within an ALR that meets the reasonableness criteria consistent with good utility practice.  
A methodology to estimate G volumes may include one or more of the following broadly defined analytical approaches: 
· In many of these cases it may be possible/advisable for ERCOT to evaluate methodology effectiveness during non-events; i.e. see how accurately a CSP’s methodology predicts a baseline during a period when the ALR is not curtailed.
· Engineering estimates of load at premises, individual devices, or groups of substantially similar devices (i.e. HVAC units with similarly sized compressors) to determine the load drop attributable to each device or premise within an aggregation.
· Statistical sampling using individually metered devices within an ALR that are representative of the device characteristics of all loads within the ALR to estimate G volumes for any subset of the ALR
· This approach relies on an assumption of homogeneity within the ALR.  If the devices that provide CLRs within the ALR are heterogeneous, the statistical sampling approach must be used at an LSE level within the ALR.
· Past performance of CLRs within the ALR or within the sub-ALR “LSE group” (this approach may be similar to the statistical sampling analysis)
· If a DR QSE develops a preferred method for estimation that is not defined within these categories, the proposed new method shall be rigorously evaluated and tested by ERCOT and, if approved, added to this list.

ERCOT shall judge the efficacy of each DR QSE’s estimation methodology based upon the following factors:
· Whether the number of data points used is sufficient to provide a statistically significant representation of the ALR
· Accuracy of the methodology in predicting load reductions for the ALR and “LSE subgroup(s)”
· Parameters must be defined (% and MW?)
· If engineering estimates are used:
· Homogeneity of devices within the ALR or “LSE groups” of the ALR to be estimated
· Sufficient device detail to achieve accurate estimates on a premise, LSE group, or ALR basis dependent upon the level of granularity needed
· 

