Market Segment: Small Industrial & Real Estate

Typically, these are small industrial facilities or office buildings.

Often these facilities have a billing demand of less than 700 kW, and consequently may not have interval data recorders (IDRs).   

Segment Size:

Electricity sales to this sector (depending upon how the sector is precisely defined) is about 28,300 GWH per year.
  

Assuming a 50% load factor (diversified to the annual ERCOT peak), the peak demand contributed by this group is approximately 6,461 MW (perhaps 10% to 20% of the total ERCOT peak).

Reliability Opportunities:

Some of these loads could provide an ancillary service (e.g., RRS or Non-Spin) in today’s market.  However, many of these loads are not interruptible, they will generally have difficulty in accurately predicting their next-day load levels, and many are below 1 MW.  It is suspected that opportunities for these types of loads to provide a reliability service may be limited, unless backup generation which may be operated in-synch with the grid is present.

These types of loads (provided they can be interrupted without notice) could participate in the proposed Tiered Frequency Response program, which is designed to accommodate loads which have difficulty in accurately predicting their next-day load levels.  

Price Responsive Opportunities:

Many of these types of loads can respond to price signals, if adequate notice is provided.  Generally, small industrial facilities may be more price responsive than office buildings/real estate.
Passive or voluntary load response is possible in today’s market.  However, IDRs are generally needed, in order for these loads to receive credit for any price response.  

Becoming a BUL is a possibility.

Bidding their demand response into the DAM may be a possibility in the future.

Enabling technologies may include back up generation and facility automation controls.

Barriers to Entry:

Potential barriers to entry may include:

· Inconvenience, economic loss, or loss of comfort at a facility.

· Conflicts with “just in time” production scheduling or production goals.

· Costs associated with “idle labor” if an interruption in production results.

· The cost of an IDR (if the load isn’t required to have one).

· Notice time needed in order to respond to a price signal or curtailment request.

· The cost involved in either monitoring balancing energy prices or the probability of a 4-CP (or subscribing to a service that provides such information).

· The 1 MW minimum limit of ancillary service resources.

· Operating back up generation “in synch” with the grid, if it is to be used as a means of reducing purchases from the grid during high prices or curtailment requests.

· Environmental restrictions on the use of back up generators.

· Technical understanding of how much flexibility in energy use the customer may have.

Timeline to Implement:

Some opportunities for demand response from this sector are available in today’s market.

The resolution of Resource Adequacy issues may open up new opportunities.

Initiatives for promote advanced metering may increase opportunities for demand response in this sector.

The establishment of the DAM may open up some new opportunities for loads in this group that can accurately forecast their next-day energy requirements.  However, the nodal market will completely eliminate opportunities for load response in real-time, unless the Commission corrects the many problems.  

� This assumes total ERCOT sales to industrial customers of 85,000 GWh and that one-third of these industrial sales would fall under this small commercial and real estate category.





