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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, 2020, through January 31, 2021

ERS History

On March 20, 2007, the Public Utility Commission of Texas (Commission) approved Substantive Rule 25.507, Electric Reliability Council of Texas (ERCOT) Emergency Interruptible Load Service (EILS),[footnoteRef:1] 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.[footnoteRef:2] [1:  PUC Rulemaking Concerning a Demand-Response Program for ERCOT Emergency Conditions, Project No. 33457.]  [2:  PUC Rulemaking to Amend ERCOT Emergency Interruptible Load Service, Project No. 34706.] 


On March 22, 2012, the Commission adopted an order repealing the rule and replaced it with a new Rule 25.507 that expanded the program to allow participation by generators and removed certain program restrictions.[footnoteRef:3] To reflect the broader participation, the program was renamed “Emergency Response Service” (ERS). Prior to the 2012 ERS program year, all ERS Resources provided the service with a 10-minute ramp requirement. In 2012, ERCOT administered a pilot project to test the viability of a 30-minute ramp ERS product. After the successful completion of the pilot project, ERCOT implemented the 30-minute ramp ERS service during the 2013 ERS program year. [3:  Rulemaking to Amend Substantive Rule § 25.507, Relating to Electric Reliability Council of Texas (ERCOT) Emergency Interruptible Load Service (EILS), Project No. 39948.] 


Since 2007, the ERCOT Board of Directors (ERCOT Board) has approved 31 Protocol revisions that pertain to ERS.[footnoteRef:4]  During the 2020 ERS program year, the following two Protocol revisions related to ERS were approved:  [4:  Although not directly related to ERS procurement and performance, NPRR1006, Update Real-Time On-Line Reliability Deployment Price Adder Inputs to Match Actual Data, was also approved during the 2020 ERS program year.  That NPRR changed the manner in which recalled ERS deployments were accounted for in the calculation of the Real-Time On-Line Reliability Deployment Price Adder.] 


· NPRR984, Change ERS Standard Contract Year, changed the number of ERS Standard Contract Terms (SCTs) from three to four per program year, in order to better align the contract periods with typical seasonal conditions and help optimize ERS procurement. This change will go into effect beginning with the ERS SCT that begins on October 1, 2021.
· NPRR998, ERS Deployment and Recall Messages, created a requirement for ERCOT to post a message to the Market Information System (MIS) Public Area every time Emergency Response Service (ERS) is deployed or recalled, which automates the posting of ERS deployment and recall messages. Prior to implementation of NPRR998, ERS deployment and recall notices were posted to the ERCOT website using a manual process.  NPRR998 went into effect on April 2, 2021.

Procurement History and Analysis

Under current Protocols, ERCOT procures ERS three times annually for four-month Standard Contract Terms (SCT).[footnoteRef:5] In each SCT, ERCOT procures ERS according to two different response times—thirty minutes (“ERS-30”) and ten minutes (“ERS-10”).  ERCOT can procure Weather-Sensitive and Non-Weather Sensitive ERS. [5:  Upon implementation of NPRR984 on October 1, 2021, ERCOT will procure ERS four times a year for the following SCTs: December through March, April/May, June through September, and October/November.] 


The general ERS procurement methodology used during the 2020 program year has been in place since 2014, although slight adjustments to the procurement process have been made since that time. The procurement of ERS is administered in accordance with the ERS Procurement Methodology document posted to the ERS page on the ERCOT website.[footnoteRef:6]  Pursuant to Public Utility Commission Substantive Rule 25.507(b)(2), ERCOT may spend a maximum of $50 million per year on ERS. ERCOT allocates this spend limit over all ERS Time Periods in the ERS program year by assigning a risk-weighting factor to each ERS Time Period (see slide 6, Attachment B).   The risk-weighting factors are determined by ERCOT operations and included in the Request for Proposal (RFP) for each SCT. Various factors are taken into consideration in the determination of risk-weighting factors, including forecasted operating reserves, forecasted Load, Resource outage information, and forecasted net Load ramp risk (see, e.g., slide 4, Attachment B).  [6:  See http://www.ercot.com/services/programs/load/eils.] 


With respect to the risk-weighting factors assigned to each ERS Time Period during the 2020 program year, the highest values (100) were assigned to ERS Time Periods with forecasted peak Load hours during the summer period, as those are typically the hours with the highest risk of ERCOT entering into an Energy Emergency Alert (EEA). Historically, the highest Loads of the year have occurred in ERCOT during the summer afternoon hours from 3 to 6 p.m., which align with ERS Time Periods 3 & 4 in the June through September ERS SCT. The next highest risk factors (80) during the 2020 program year were assigned to ERS Time Periods with forecasted higher net Load ramp periods—these typically occur in the early morning and late afternoon hours during both the February through May and October through January SCTs.[footnoteRef:7] Because Load ramp issues have the potential to result in short-term capacity insufficiencies, they create a higher risk for the ERCOT System.  [7:  The impact wind and photo-voltaic generation typically have on ERCOT net Load is shown on slide 5 of Attachment B.] 


Included in Attachment B is a 5-year lookback of ERS clearing prices by ERS Time Period (slide 19), as well as chart showing the average unit cost for ERS associated with the risk-weighting factors (slide 20).

Weather-Sensitive ERS was implemented in 2014 to help utilize the considerable Demand response potential from residential and commercial air conditioning Loads in Texas.  The greatest opportunity to utilize these Loads for Demand response occurs during the June through September SCT; however, in recent years ERCOT has procured Weather-Sensitive ERS for various ERS Time Periods in the other SCTs. For the 2020 ERS Program Year, 13.3 MWs of Weather-Sensitive ERS was procured for the June through September SCT in two ERS Time Periods, 5.5 MWs was procured for the February through May SCT in two ERS Time Periods, and 3.5 MWs was procured for the October through January SCT in two ERS Time Periods. 

Attachment B provides additional details regarding ERCOT’s procurement of ERS during the 2020 program year, including:

· Descriptions of Standard Contract Terms and Time Periods.
· Capacity procurements by Time Period and by Standard Contract Term, including the number of 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 payment reductions due to availability and testing results. 
· 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

ERS is deployed when the ERCOT System experiences a capacity insufficiency and declares an EEA. ERS is one of a number of tools used by ERCOT operators to maintain system reliability during an EEA event. Resources procured to provide ERS are contractually obligated to reduce Demand on the ERCOT System when they are deployed by ERCOT operators. There are three levels of EEA.  EEA Level 1 may be declared when ERCOT’s Physical Responsive Capability (PRC) falls below 2,300 MWs and is not projected to recover above that level within 30 minutes. During an EEA Level 1, ERCOT may deploy ERS-30. If PRC falls below 1,750 MWs and is not expected to recover within 30 minutes, ERCOT may declare an EEA Level 2 and deploy ERS-10.  Deployment of ERS during EEA Level 1 and 2 is intended to help avoid or minimize forced customer outages, which can occur if ERCOT enters into EEA Level 3. 

Since the inception of the ERS program, there have been six ERS deployment events. Three of the six events were cold-weather related (February 2, 2011; January 6, 2014; and February 15-19, 2021), while the remaining three were hot weather related (August 4, 2011; August 13, 2019; and August 15, 2019). There were no ERS deployment events during the 2020 ERS program year.[footnoteRef:8] [8:  ERS procured for the February to May 2021 SCT was deployed during the February 2021 Winter Weather Event.  Because that deployment occurred following the 2020 ERS program year, which is the program year that is the focus of this annual report, details regarding that deployment event are not included in this report.  Further, because the February to May 2021 SCT is still ongoing as of the date of this filing, ERCOT does not yet have final performance and settlement information. Information related to the February 2021 ERS deployment is expected to be included both in ERCOT filings with the Commission regarding the February 2021 event, as well as in the ERS annual report that will be filed next year for the 2021 ERS program year.] 



Availability

The effectiveness of Non-Weather Sensitive ERS is ensured to a large degree by incentives that encourage ERS Resources to maintain a minimal level of availability for deployment.  For a Qualified Scheduling Entity’s (QSE) portfolio of Non-Weather Sensitive ERS Resources, the QSE must achieve a portfolio-level availability factor of at least 95% across committed ERS Time Periods.[footnoteRef:9]  Portfolio-level availability factors are calculated after the end of the ERS SCT by aggregating availability factors across ERS Resources in each QSE’s portfolio; resource-level availability factors are calculated using aggregated site-level interval meter data for each ERS Resource.  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.  [9:  See Protocols § 8.1.3.1.3.1(1)(a).] 


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 ERS SCT 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 2020 program year, payment reductions due to availability or testing results totaled $2,216,391.37.

ERCOT maintains that the 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—provides 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.[footnoteRef:10] [10:  PUC Rulemaking to Amend ERCOT Emergency Interruptible Load Service, Project No. 34706, Order at. 4-5 (November 8, 2007).] 


ERCOT’s experience with ERS in the 2020 program year reflects that ERS is successfully meeting this Commission goal in the following manner:

· Participating Resources.  The number of unique sites, as well as the number of ERS Resources offering into the program, has steadily increased through the duration of the program (See slides 16 and 17, Attachment B).  
· Offer behavior.  Since ERCOT adopted its current procurement methodology, the average unit cost per MW of ERS has remained relatively constant, with a slight downward trend being observed in the past few years.  This can be attributed to a modest increase in the overall capacity participating in the service.  In the 2020 program year, the weighted unit cost per MW of ERS ranged from $4.44 to $7.31 per hour. (See slide 7, Attachment B).  
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