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Electric Reliability Council of Texas, Inc. (ERCOT) hereby submits this report on the effectiveness and benefits of the Emergency Response Service (ERS) for the 2014 program year.  P.U.C. Subst. R. 25.507(g) requires ERCOT to report its findings to the Commission by April 15 of each calendar year and requires that the report “contain, at a minimum, the number of MW procured in each period, the total dollar amount spent, the number and level of EEA events, and the number and duration of deployments.”  ERCOT’s evaluation of ERS is contained in Attachment A to this report, and the underlying data are included in Attachment B.  ERCOT notes that this report includes information on the new thirty-minute ERS (ERS-30) and weather-sensitive ERS service types in addition to an analysis of the new procurement methodology implemented at the beginning of the 2014 program year.
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ATTORNEYS FOR ELECTRIC RELIABILITY COUNCIL OF TEXAS, INC.
Attachment A

ERCOT Annual Report Pursuant to P.U.C. Subst. R. 25.507(g)

Regarding Emergency Response Service for the
Program Year February 1, 2014, through January 31, 2015
ERS History

On March 20, 2007, the Commission approved P.U.C. Subst. R. 25.507, Electric Reliability Council of Texas (ERCOT) Emergency Interruptible Load Service (EILS),
 requiring ERCOT to develop and administer EILS.  Later that year, the Commission approved amendments to Rule 25.507 that eliminated the 500 MW procurement floor and increased the annual cost cap from $20 million to $50 million.

On March 22, 2012, the Commission adopted an order repealing the rule and replaced it with a new Rule 25.507 expanding the program to allow participation by generators and removing certain program restrictions.
  To reflect the broader participation, the program was renamed “Emergency Response Service” (ERS).
Through the end of the program year covered by this report, the ERCOT Board had approved the following Protocol Revision Requests (PRRs) or Nodal Protocol Revision Requests (NPRRs) related to ERS:

· PRR705
EILS (approved 4/18/07)
· PRR716
Self-Provision of EILS (approved 5/16/07) 
· PRR717
EILS Disputes and Resettlements (approved 12/11/07)
· PRR723
Conform 5.6.6.1 EECP (approved 06/19/07)
· PRR725
EILS Formula & Standard Form Correction (approved 09/18/07)
· PRR746
Revisions to EILS Provisions to Conform to Amended P.U.C. Subst. R. 25.507 (approved 12/11/07)
· PRR757
EILS Formula Correction (approved 7/15/08)
· PRR760
EILS Availability Factor Clarification (approved 7/15/08)
· NPRR 107
Nodal EILS (approved 7/15/08)
· PRR 781
EILS Self-Provision Formula Correction and Clarifications (approved 1/20/09)

· PRR 786
Modifications to EILS Settlement (approved 3/17/09)

· NPRR 278
EILS Modifications to Correct Self-Provision Settlement Equations, to Accommodate Advanced Metering Infrastructure, and other Clarifications (approved 11/16/10; effective 2/1/11)
· NPRR 379
EILS Dispatch Sequence and Performance Criteria Upgrades (approved 9/20/11; effective 10/1/11)
· NPRR451
Implementation of New P.U.C. Subst. Rule 25.507, Electric Reliability Council of Texas (ERCOT) Emergency Response Service (ERS) (approved 4/17/12)
· NPRR475  
EPS Metering Exception for ERS Generation (approved 12/11/2012; effective 1/1/13)
· NPRR501 
Correct ERS Self-Provision Settlement Calculation (approved 12/11/2012; effective 12/12/12)
· NPRR519
Exemption of ERS-Only QSEs from Collateral and Capitalization Requirements (approved 09/17/2013; effective upon system implementation).
· NPRR536  
ERS Time Obligation Certainty (approved 11/19/2013; effective 12/1/2013).
· NPRR564
Thirty-Minute Emergency Response Service (ERS) and Other ERS Revisions (approved 11/19/2013; effective 2/1/2014).
· NPRR571
ERS Weather-Sensitive Loads Requirements (approved 12/10/2013; effective 6/1/2014).
· NPRR603
ERS Settlement and Service Types (approved 4/8/2014; effective 5/1/2014)
· NPRR637
Clarification of ERS Language and ERCOT Process for Co-located Resources (approved 10/14/2014; effective 11/1/2014)

Procurement History and Analysis
Under current Protocols, ERCOT procures ERS three times annually for four-month Standard Contract Terms.  In each Standard Contract Term, ERCOT now procures ERS according to two different response times—thirty minutes (“ERS-30”) and ten minutes (“ERS-10”).  For the June through September Standard Contract Term, ERCOT also procured a Weather-Sensitive variety of ERS-10 and ERS-30 in addition to the Non-Weather Sensitive varieties of those services that are procured in every Standard Contract Term.  

A new procurement methodology was approved in November 2013 and used in each of the three Standard Contract Terms in the 2014 program year.  The purpose of this new methodology is to allocate the $50 million per year expenditure limit to each of the twelve time periods in the program year according to the expected relative need for the service in each time period.  One of the key factors used in the allocation is an assessment of the potential risk of ERCOT entering into an Energy Emergency Alert (EEA) condition during each time period. The risk is assigned a value from one to ten with ten representing the highest risk. 
The implementation of this new procurement methodology has resulted in both a sizable increase in the amount of procured capacity as well as a reduction in the average cost per MW per hour. Attachment B to this report provides detailed results of ERCOT’s procurement of ERS during program year 2014, including:

· Descriptions of Standard Contract Terms and Time Periods
· Capacity procurements by Time Period and by Standard Contract Term, including the number of Megawatts (MW) procured and the total number of MW offered
· Number of procured ERS Resources 
· Number of individual Sites submitted to ERCOT for resource identification
· Summary of final settlement costs of ERS, adjusted to account for QSE’s ERS Portfolios that achieved availability factors of less than 95%,
 and settlement costs as a percentage of the originally contracted commitments 
· Detailed tables with capacity procurements by Time Period and by Standard Contract Term for each ERS service type, including clearing price (in dollars per MW per hour).  

Review of Effectiveness & Benefits

ERCOT Protocols authorize the deployment of thirty-minute ERS (ERS-30) in Level 1 of an Energy Emergency Alert (EEA) and ten-minute ERS (ERS-10) in Level 2 of an Energy Emergency Alert (EEA).
  ERCOT did not declare an EEA during the 2014 program year, so there were no ERS deployment events during this period.  
Availability
The effectiveness of Non-Weather Sensitive ERS is ensured to a large degree by incentives that encourage Resources to maintain a minimal level of availability for deployment.  For a QSE’s portfolio of Non-Weather Sensitive ERS Resources, the QSE must achieve a portfolio-level availability factor of at least 95% across committed Time Periods.
  Portfolio-level availability factors are calculated after the end of the Standard Contract Term by aggregating availability factors across resources in each QSE’s portfolio; resource-level availability factors are calculated using aggregated site-level interval meter data for each ERS Resource.  NPRR564 removed the automatic suspension provisions for non-compliance and implemented a payment reduction penalty instead. Any QSE whose portfolio of Non-Weather Sensitive ERS Resources achieves an aggregate availability factor of less than 95% is subject to payment reductions for any individual ERS Resources that achieve an availability factor of less than 85%.  For Weather Sensitive ERS, a comparable evaluation is not a reasonable indicator of the portfolio’s ability to provide the service, so ERCOT does not conduct an evaluation of availability. 
All ERS Resources regardless of service type are subject to periodic load shed tests.  Each Non-Weather Sensitive ERS Resource is subject to at least one annual unannounced Load-shed test, whereas each Weather Sensitive ERS Resource is tested at least once but no more than twice each month during the Standard Contract Term for which it is obligated to provide the service.  ERCOT conducts this testing by issuing a Verbal Dispatch Instruction (VDI) and an XML instruction to each QSE, just as ERCOT would do in an actual EEA event.  Failed test performance may result in payment reductions to the QSE.  For Weather Sensitive ERS, test performance is the sole determinant of payment in the absence of an event deployment.
Through the end of the June through September 2014 Standard Contract Term, payment reductions due to availability or testing results totaled $1,016,525.58. As of the time of this report, the final settlement numbers for the October 2014 through January 2015 Standard Contract Term are not yet known.

ERCOT maintains that this combination of performance metrics and payment reduction penalties for non-compliance—which are among the most stringent for any demand response program in North America—provide substantial integrity to the ERS product.
Market Benefits
The Commission has previously recognized that a central purpose of ERS is to enable additional demand response participation in the ERCOT market:

The commission agrees . . . that one of the important values of this program is to establish the role of demand-response in providing reliability services in ERCOT by enlisting numerous customers as providers of demand-response, particularly customers in classes that have not participated in the [Load Resource] program. The commission also finds value in having resources that have not participated in demand response programs being enabled to do so by this program. The commission encourages ERCOT to make an effort to attract such customers to the program.

A number of facts and trends provide evidence that ERS is successfully meeting this Commission goal:
· Growth.  The number of ERS Resources and individual Sites participating in ERS, as illustrated in Slides 5 through 10 in Attachment B, continues to increase with each ERS Standard Contract Term.  For summer peak hours in 2014, ERCOT observed a 50% increase in the number of participating resources from 2013 to 2014.  In addition, ERCOT observed a 47% increase in summer peak MW for this past summer compared to 2013 levels.
· Offer behavior.  The average cost per MW of ERS capacity in each of the Standard Contract Terms in 2014 was less than that from the corresponding Standard Contract Terms in 2013 (see slide 4 in the Attachment B).  With the exception of Business Hours 1 during the February through May 2014 Standard Contract Term, the MW quantity offered exceeded the maximum MW quantity ERCOT was able to procure under the time period expenditure limit calculated under the new methodology (See slides 12 through 14 in the Attachment B).
� PUC Rulemaking Concerning a Demand-Response Program for ERCOT Emergency Conditions, Project No. 33457.


� PUC Rulemaking to Amend ERCOT Emergency Interruptible Load Service, Project No. 34706.


� Rulemaking to Amend Substantive Rule § 25.507, Relating to Electric Reliability Council of Texas (ERCOT) Emergency Interruptible Load Service (EILS), Project No. 39948.


� See Protocols § 8.1.3.1.3.1(1)(a).


� See Protocols § 6.5.9.4.2(2)(a)(ii).  


� See Protocols § 8.1.3.1.3.1(1)(a).


� PUC Rulemaking to Amend ERCOT Emergency Interruptible Load Service, Project No. 34706, Order at. 4-5 (November  8, 2007).
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