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The above named representative for Comverge, Inc. submits these comments on behalf of the following Demand Response Providers (“DR Providers”):  Comverge, EnerNOC, Inc., and Johnson Controls Inc.  The DR Providers appreciate this opportunity to comment on the major issues raised by the draft NPRR and the proposed Ancillary Services settlement and procurement options.  These options have been discussed in FAST workshops, particularly in the workshop on September 15, 2014.  The DR Providers appreciate the significant level of work that ERCOT Staff has put into developing the draft NPRR and settlement and procurement options.  
In general, the DR Providers support the objectives of the FAST project, which seeks to identify and meet the operational needs of ERCOT, while expanding opportunities for resources of various kinds to provide services to support reliable operation of the grid.  In particular, it is expected that the new Ancillary Services will provide new opportunities for storage and load resources to participate in ERCOT’s ancillary services markets that in the past have been dominated by generation resources.  This approach is consistent with state policy that directs ERCOT to allow customers to participate in its markets through demand response in order to promote market efficiency, competition, and customer benefits.  This approach could also increase the capability and flexibility of the AS market in helping ensure the reliability of the ERCOT grid, which is expected to face significant challenges later in the current decade, as the penetration of intermittent renewable resources increases and as more stringent environmental rules pose challenges for existing baseload generation. As ERCOT continues its evaluation and development of the detailed rules for providing these essential reliability services, the DR Providers respectfully recommend that ERCOT and stakeholders keep their focus on key underlying principles of the FAST reform effort:  engaging new resources in the AS markets, developing services that provide operators the flexibility they will need to maintain reliability, even in challenging circumstances, and operating efficient markets for these services.    
Summary
In prior comments on the FAST White Paper, the DR Providers recommended that ERCOT protocols address a number of features of the current AS market that constitute barriers to the participation of loads, particularly aggregated loads, in the AS markets.  The DR providers believe that many of the barriers that aggregated loads face are not addressed in the draft NPRR, and that modifications to the NPRRs or other documents are still needed.  The DR providers also believe that the settlement methodology is particularly important to meeting the objectives of the FAST proposal.  The DR Providers strongly support the settlement approach in which the Energy prices in the Day Ahead Market are treated as an opportunity cost in providing all Ancillary Services.  The coordinated settlement of Energy and Ancillary Services in the DAM is an important principle underlying the design of this market, and it should be preserved if the new AS services are adopted.  The new AS market should also treat comparable resources comparably.  We believe that adhering to these principles are important to efficient operation of the market and are essential to incentivizing investment in resources that could participate in the new AS markets.  

Comments

Market Barriers
The DR Providers believe that the creation of new Ancillary Services is an important step in facilitating the participation of a broader range of resources in the AS market.  There are, however, barriers that are not addressed in the draft NPRR that should be addressed if the FAST effort is to be successful in having a real impact on DR participation in the AS market, particularly participation by aggregated DR resources.  As we noted in our comments on the White Paper, the DR Providers recommended that:

· Customer aggregations should be allowed to participate as Load Resources in Fast Frequency Response Service, Contingency Reserve Service, Supplemental Reserve Service, and Regulation Service.  Providing for participation of aggregated Load Resources would promote diversity of resources, enhance competition, and lead to better load forecasts and more consistent performance among Resources.  ERCOT agrees that these Services should be open to Aggregated Load Resources.
· Appropriate telemetry requirements for aggregated Load Resources should be developed concurrently with the development of the protocol requirements for the ancillary services.  The small size and diversity of aggregated loads are consistent with less stringent telemetry requirements when compared to centralized generation, because the performance of any particular load resource will not be as critical as performance from a single large generator, and the cost of telemetry for aggregations of many resources could be a barrier to participation in AS markets.  ERCOT has developed telemetry validation metrics for ALR participation in SCED and the current Non-Spin market.  These metrics will be appropriate and applicable to ALR participation in CRS1 and SRS1, and ERCOT will modify the draft NPRR to incorporate them.  Telemetry validation requirements for ALR participation in FFRS1, FFRS2, FRRS-Up and FRRS-Down will require technology that can deliver a level of granularity appropriate to the fast-response and/or continuous incremental dispatch requirements inherent in these services.  Such technology exists but to date has proven cost-prohibitive in the context of ALR validation; more affordable solutions may become available in the future.  Accordingly, ERCOT chooses to defer the development of detailed telemetry validation metrics for ALR participation in these services at this time, but remains open to working with market participants in the future.
· Additional measurement and verification methods should be authorized for Load Resources.  M&V for aggregated loads providing ancillary services is currently limited to the Meter Before/Meter After baseline method, and the draft NPRR includes only this baseline method for assessing the performance of Load Resources providing Fast Frequency Regulation Service, Contingency Reserve Service, and Supplemental Reserve Service.  The Other Binding Document (OBD) relating to Aggregated Load Resources authorizes ERCOT to evaluate performance using other baselines that are currently in use in Emergency Response Service, but other baselines have not yet been approved for AS.  The references to the Meter Before/Meter After baseline method should be removed from the NPRR, and other baselines should be approved through an amendment to the OBD.   ERCOT agrees that appropriate performance evaluation methodologies for LRs should be incorporated in more detail into the FAS NPRR.  Specifically, ERCOT will incorporate the use of all four ERS Default Baseline Methodologies and the ERS Alternate Baseline (aka, Maximum Base Load) for purposes of performance evaluation for CRS2 and SRS2.  With respect to FRRS-Up and FRRS-Down, ERCOT believes that the current draft NPRR appropriately addresses performance evaluation, using Scheduled Power Consumption telemetry attributes and the CLREDP calculation.  With respect to FFRS1 and FFRS2, ERCOT chooses to defer the development of new baseline methodologies for LR participation in these services at this time, but remains open to working with market participants in the future. One feature that is important for DR resources that is included in the draft NPRR is that participation in the Real-Time Energy Market (Security Constrained Economic Dispatch or SCED) is not a requirement for a resource’s participation in the AS market.  The draft FAST NPRR would create opportunities for non-SCED resources to participate in Contingency Reserve Service, and Supplemental Reserve Service.  In addition, the current Protocols permit load resources to provide Fast Frequency Response Service.  The DR Providers support the inclusion of these services in the AS market in accordance with rules that provide reasonable opportunities for load resources to provide the services.
Pricing
Several pricing options were discussed at the September 15 workshop and at the September 25 TAC meeting.  One of the important differences among the proposals is the consideration of energy prices in determining ancillary service prices.  The approach taken in the initial ERCOT proposal is that in the Day Ahead Market, prices for AS and Energy are determined at the same time, so that capacity from most resources could provide either AS or Energy.  For these resources, it is critical to recognize that the cost of Energy is an opportunity cost in providing AS.  Other pricing proposals have been advanced, however, in which the prices for some of the AS services would be determined without regard to the opportunity cost of Energy.  The DR providers support the ERCOT staff’s proposed FAST pricing methodology, in which energy costs are considered an opportunity cost in setting AS prices for all services.

The draft NPRR, like the White Paper, would create two classes for Contingency Reserve Service, CRS1 and CRS2, Fast Frequency Response Service, FFRS1 and FFRS2, and Supplemental Reserve Service, SRS1 and SRS2.  Under CRS1 and SRS1, the resource must be qualified to participate in SCED.  Under CRS2, SRS2, and both FFRS services, the resource is not required to be SCED qualified.  ERCOT staff has proposed a FAST settlement methodology in which the Energy prices in the DAM are treated as an avoided cost is setting prices for all AS services, and in which prices for services that may substitute for each other are equal in any settlement interval.  Thus Fast Responding Regulation Service may be substituted for Regulation Service, so the clearing prices for FRRS Up would be equal to the price for Reg Up, and the price for FRRS Down would be equal to the price for Reg Down.  Similarly, the price for FFRS would be based on the price for Primary Frequency Regulation Service, PFRS, as determined by the equivalence ratio.  (FFRS in some hours is more effective than PFRS, so the price of FFRS would not be less than the price of PFRS times the equivalence factor.)  The price of SRS2 would be tied to the price of SRS1, and the price of CRS2 would be tied to the price of CRS1.  These relationships are based on the principle that services with equivalent value in maintaining reliable operations should be priced the same.   
Other settlement methodologies have been proposed, in which Energy prices would not be considered an opportunity cost in setting AS prices for some or all of the services for which resources need not be SCED-qualified.  Under these proposals, there could be intervals in which there would be a different price for equivalent, substitutable services, such as CRS1 and CRS2, or FRRS Up and Reg Up.  It appears that such price differences would arise when opportunity costs for Energy would increase prices for the SCED-qualified services, but not for the non-SCED-qualified services.  Such disparities in prices would be inequitable, because different prices would be paid for equivalent services in the same settlement period.  Such disparities would also result in lower incentives and greater uncertainty for DR resources that do not qualify to participate in SCED.  The ERCOT proposal is intended to create larger, more efficient markets.  On the other hand, creating separate markets for equivalent services would balkanize the markets for these services, making them less efficient, less predictable, and less attractive for companies considering investing in resources to participate in the markets.  The DR Providers urge that the ERCOT staff methodology for pricing and settling for the new AS services be adopted.
Comments on Specific Ancillary Services 
Fast Frequency Response Service
FFRS deployment and recall requirements are addressed in Protocol Section 6.5.7.7.2.  Under this section, while FFRS1 resource is expected to maintain a deployment for 10 minutes, FFRS2 must maintain a deployment until a recall instruction from ERCOT.  There is not fixed, outside limit to a deployment of FFR2.  This Protocol section should be modified to reflect that while FFRS2 must remain deployed until ERCOT issues a recall instruction, the resource will not be required to remain deployed any longer than a maximum of one hour.  As noted on p. 16 of the FAST Whitepaper, ERCOT will deploy CRS to restore FFRS, which should provide for frequency to be restored within one hour.  ERCOT disagrees with this recommendation.  FFRS2 would only be deployed for extended periods if grid frequency was struggling to restore to 60 Hz; allowing Load Resources to return to pre-event levels (or allowing generators to shut down) while still in an extended Energy Emergency Alert could result in a violation of NERC standards.  Limited-duration Resources should consider participating in FFRS1.
Under the proposed Protocols, ERCOT operators may manually deploy FFRS, CRS and FRS, but the criteria for deployment are not defined.  The DR Providers believe that criteria should be established for manual deployment and recall of these services.  It may be appropriate to give ERCOT operators broad discretion in deploying and recalling resources, but including criteria in the Protocols that, for example, set out the normal order in which resources will be manually deployed and recalled would help providers of these services better understand whether they want to offer services in the various AS markets.   ERCOT believes that deployment criteria for FFRS, CRS and SRS are adequately defined in the draft NPRR.  Both CRS and SRS would be deployed as part of general procedures prior to EEA operations – that is, as conversion of capacity to energy designed to prevent the system from deteriorating into EEA conditions.  FFRS would be deployed manually only in EEA Level 2 – as a backstop against the need for firm load shed in EEA Level 3.  Additional detail regarding specific deployment and recall procedures are more appropriately developed in the Nodal Operating Guides.
Supplemental Reserve Service
DR Providers are generally supportive of the qualification and performance requirements for SRS as stated in the document.  However, DR providers are concerned that ERCOT has indicated that it would phase out this service.  They believe that the 30-minute Load Resources will have value in the market and should not be phased out.  Current expectations are that the penetration of intermittent resources in the ERCOT market will grow significantly over the next several years, and SRS can bring to the market resources that can help operators deal with large changes in net load.   ERCOT agrees that SRS should remain in the Protocols and should be available for procurement as needed under future operations scenarios.
Protocol Sections

The Protocol Sections in the ERCOT staff proposal are lengthy.  Rather than including all of the ERCOT proposed changes with redlined changes, only the specific provisions to which DR Providers have proposed changes are included below.  With regard to the policy issues addressed in these comments, specific protocol language is not provided.  
6.5.7.7.2
Deployment and Recall of Fast Frequency Response Service

(5)
Following an FFRS2 deployment, the QSE’s Ancillary Service Resource Responsibility to deliver FFRS2 remains in effect until ERCOT issues a recall instruction, one hour elapses from the time of deployment, or its FFRS2 Ancillary Service Resource Responsibility expires, whichever occurs first.
As noted earlier, ERCOT disagrees with this recommendation.
8.1.1.4.2
Fast Frequency Response Service Energy Deployment Criteria

(4) 
The performance of a Load Resource providing FFRS2 in response to a FFRS Dispatch Instruction shall be determined using an approved Baseline methodology by subtracting the Load Resource’s actual Load response from its Baseline.  “Baseline” capacity is calculated by measuring the average of the telemetered net real power consumption values for the five minutes preceding the Dispatch Instruction. The actual Load response is the average of the real power consumption data being telemetered to ERCOT during the Settlement Interval indicated in the Dispatch Instruction. 

8.1.1.4.4
Contingency Reserve Service Energy Deployment Criteria

 (5) 
The performance of a Load Resource providing CRS2 shall be determined using an approved Baseline methodology by subtracting the Load Resource’s actual Load response from its Baseline.  “Baseline” capacity is calculated by measuring the average of the telemetered net real power consumption values for the five minutes preceding the Dispatch Instruction. The actual Load response is the average of the real power consumption data being telemetered to ERCOT during the Settlement Interval indicated in the Dispatch Instruction.

8.1.1.4.5
Supplemental Reserve Service Energy Deployment Criteria

 (4) 
The performance of a Load Resource providing SRS2 in response to a SRS2 Dispatch Instruction shall be determined by subtracting the Load Resource’s actual Load response using an approved Baseline methodology from its Baseline.  “Baseline” capacity is calculated by measuring the average of the telemetered net real power consumption values for the five minutes preceding the Dispatch Instruction. The actual Load response is the average of the real power consumption data being telemetered to ERCOT during the Settlement Interval indicated in the Dispatch Instruction.

As noted earlier, ERCOT concurs with the spirit of these recommendations and will modify the draft NPRR accordingly.
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