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TO: 

Public Utility Commission of Texas 

Memorandum 

Chairman Paul Hudson 
Commissioner Julie Parsley 
Commissioner Barry T. Smitherman 

FROM: Eric S. Schubert, Wholesale Market Oversight 
Parviz Adib, Wholesale Market Oversight 8 
Shawnee Claiborn-Pinto, Retail Market Oversight 

DATE: January 19,2007 

RE: Project No. 3 1575, Improvements to ERCOT Zonal Model and Project No. 
32853, Evaluation of Demand-Response Programs in the Competitive 
Energy Market. Update on the ERCOT Pilot Project for Controllable Loads 
and Request for Continued Participation of Controllable Loads in ERCOT 
Ancillary Service Markets under the Zonal Market Design 

In the summer of 2006, Staff recommended that the Commission direct ERCOT to develop a 
pilot program for Controllable Loads to participate in ERCOT ancillary service markets - in 
particular, regulation services. The Commission directed ERCOT to develop such a pilot and 
report the results of the pilot program to the Commission. ERCOT developed a 9O-day pilot 
program scheduled to end on January 4,2007. 

On January 10,2007, Staff met with Mark Paterson of ERCOT to get a progress report on the 
pilot program. Mark provided Staff with the attached document that responded to the 
following five issues Staff posed about the pilot program: 

1. State the results of pilot program, including pluses and negatives 
2. Identify any potential negative impacts that it may have on ERCOT, including extra 

workload and software changes with possible workarounds by ERCOT staff 
3. Provide your best estimates of the amount of Controllable Loads in MWs and number 

of QSEs who may participate under the current zonal market design 
4. State your professional view on whether there are strong reasons for not pursuing the 

Controllable Loads program beyond the existing pilot program 
5.  State the terms and conditions under which you can recommend continued use of 

Controllable Loads in ERCOT ancillary service markets, including a proposed 
practical timeline. 
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In summary, the Controllable Loads that participated in the pilot program performed at least 
as well as generation resources in providing regulation service. The company involved in the 
pilot started with 2 MW, increased participation to 5 MW, and eventually used 10 MW in the 
pilot program. Mark informed Staff that ERCOT does not have any concerns with continued 
participation of Controllable Loads in ERCOT ancillary services markets under the t e r n  and 
conditions of the pilot program. * 
Mark told Staff that the current protocols are sufficient to allow continued participation of 
Controllable Loads in ERCOT ancillary service markets, and ERCOT does not require any 
changes to the terms and conditions of the pilot program. Mark believes about 100 MW to 
150 A4W of Controllable Loads could participate in the program, as presently structured, in 
the current zonal market design within the next couple of years. 

Mark Patterson has informed Staff that ERCOT needs direction from the Commission to 
make the Controllable Loads program permanent. Staff requests that at the January 25 Open 
Meeting that you direct ERCOT staff to formally open the program to those loads who meet 
ERCOT's requirements, as currently designed, throughout the operation of the cument zonal 
market design. 

The program is restricted to net generators, as the current zonal software cannot accommodate Controllable 
Loads that are net loads without a costly upgrade to the zonal software. The Texas Nodal protocols have been 
written to require that the software vendor allow net loads also to participate as Controllable Loads, which will 
greatly increase the potential participation of Controllable Loads in ERCOT ancillary services markets. 
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Controllable Load Pilot Summary Report 

Background 

During the June 29,2006 PUCT Open Meeting, the Commissioners directed 
ERCOT to implement a pilot to test the Controllable Load concept for providing 
regulation service. Due to ERCOT's current system limitations, only Controllable 
Load sites which were net generation' could participate in the pilot and had to 
function as if they were generation Resources? 

Following an extensive qualification test with one specific Load Resource, 
ERCOT initiated the Controllable Load Pilot on October 6,2006. During the pilot, 
the amount of Load bid in to provide regulation service went through three 
incremental levels starting with 2 MWs, then increasing to 5 MWs, and ultimately 
going as high as 10 MWs. From the pilot's inception through December 29,2006, 
ERCOT deployed the Controllable Load Resource ten times. Because this the 
Controllable Load Resource is a net generation site, the Resource parsed the 
regulation signal into two parts and sent one to its generation Resources 
providing regulation and the other to the Controllable Load providing regulation. 
During each of these ten deployment periods, the Controllable Load followed the 
parsed out regulation signal as required. 

In summary, ERCOT staff believes that the pilot program was successful. 

ERCOT provides the following additional detail in response to questions from 
Commission staff regarding the Controllable Load pilot program: 

1. The results of Pilot Program, including pluses and negatives. 

For each of the ten deployments during the pilot period, the Controllable 
Load performed exceptionally well in following the regulation signal. 
During this same period, there were no issues identified that would 
warrant further testing. 

2. Potentiat negative impacts that it may have on ERCOT, including 
extra workload and software changes with possible workaround. 

Other than the additional workload expected to set up and qualify new 
Controllable Loads, which can be accommodated with current staff , 

' i.e., facilities that are able to provide more energy to the grid than they consume during any time period 
they are selected to provide regulation service. 
* Without making significant system design changes (estimated to cost up to one million dollars 
and take up to a yearto implement), ERCOT is not able to make use of Controllable Load at net 
Load sites for Regulation Service. Dckttd. lllU2007 1 
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ERCOT does not expect any significant increase in workload due to 
transitioning the Controllable Load Program from pilot to full production. 

3. Your best estimates of the amount of Controllable Loads in MWs and 
number of QSEs who may participate during Zonal market operation. 

Loads capable of being under regulation control without experiencing any 
significant impact to their primary process are rather rare. Processes that 
use Direct Current (DC) input with the only significant impact being a 
variation in the amount of product produced are the most obvious 
candidates. These types of processes usually do not have their entire 
process Load on control but rather some small portion which they can 
manage by making up any reduced production at some time in the future. 
ERCOT estimates that there may be between 100 to 1 SOMWs of Load in 
the ERCOT region that fits this description. 

4. Your professional view on whether there are strong reasons for not 
pursuing the Controllable Loads Program implementation beyond 
the existing Pilot. 

In ERCOT staff's opinion, that there are no obstacles to implementing the 
Controllable Load Program beyond the existing pilot. Participation from 
additional Controllable Loads could begin any time following the 
appropriate Market Notice. 

5. Terms and Conditions under which you can recommend full 
implementations, including the ERCOT proposed practical timeline. 

The conditions for a Load to qualify as a Controllable Load would be the 
same as those currently defined for the pilot. Those conditions are as 
follows: 

a. The power flow at the point of the settlement meter must be a net 

b. The Controllable Load would be bid as a generation Resource and 

c. The Resource Entity responsible for the Controllable Load agrees 

generation point. 

not as a Controllable Load. 

to waive its right to receive any Resource-specific premium 
payments that would result from a unit specific instruction (OOME). 
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