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In the July 10,2024 meeting of the Resource Adequacy Subcommittee (RASC), MISO continued
discussion of Load Modifying Resource (LMR) reforms and considerations for a revised
proposal. Stakeholders were asked to provide feedback on the following questions by August 2.

e What are your thoughts on the proposed participation options? For your Demand Resource
and/or BTMG, if you have any concerns with the proposed participation options, please
provide operating characteristics (with all relevant details) of your resource, and rationale
for why the proposed participation options would not be feasible for your resource.

e Proposed testing criteria and procedure

e How should accreditation vary based upon response time?

e Which of the two options should be the “new” option and which should continue to carry
the name, Load Modifying Resource?

https://www.misoenergy.org/engage/stakeholder-feedback/2024/rasc-lmr-reforms-rasc-2019-9-
20240710/

The OMS Resources and DER Work Groups (OMS WGs) appreciate this opportunity to provide
feedback on the various design elements contained in the Load Modifying Resource (LMR) reform
proposal that MISO presented at the July 10, 2024 RASC meeting. This feedback is from
multiple OMS work groups and does not represent a position of the OMS Board of Directors.

The OMS WGs appreciate MISO’s efforts to respond to stakeholders’ significant concerns about
MISO’s initial proposed reforms to the existing LMR participation model. MISO has evolved its
proposal by crafting new participation options, softening the proposed testing requirements, and
adjusting the FERC filing date to Q4-2024 / Q1-2025. These decisions are positive developments
from the initial proposal that reflect the importance of demand response (DR) in the MISO
footprint and the impacts reforms will have on those resources.

1) What are your thoughts on the proposed participation options?

The OMS WGs support the creation of new or revised participation options that will give DR
resources the flexibility to participate to the fullest extent possible and incentivize their response
during times where they are needed most. The OMS WGs appreciate MISO’s responsiveness to
previously submitted feedback and think a slate of DR participation options is an improvement
that may help retain the current level of DR participation while also meeting the objectives of the
reform.



The OMS WGs see promise in MISO’s proposal to deploy Option 1 LMRs during an EEA1 and
Option 2 LMRs during an EEA2. While this framework appears to be a significant improvement,
we want to ensure that the majority of existing DR resources are able to fit into the existing DRR
participations models or Options 1 or 2.

The OMS WGs hope the maximum notification time allowed for Option 1 LMRs allows enough
flexibility for participants to practically use this option. Some industrial processes and processes
related to contacting operators in multiple locations and municipalities require at least 3 hours of
advanced notice before they could safely be deployed, so we encourage MISO to continue to work
with LSEs to select an appropriate notification time.

The OMS WGs seek clarification regarding whether Option 1 LMRs could be deployed in EEA2
if they are available and how MISO envisions Option 1 LMRs would be called if MISO must skip
an EEAI.

2) Proposed Testing Criteria and Procedure

First, the OMS WGs would like to thank MISO for taking stakeholder feedback into account and
decreasing the testing requirements from the previously proposed twice per season to a much more
manageable once per year. This is responsive to previous feedback and a positive change. The
OMS WGs have several clarification items below:

The OMS WGs seek clarification that DRR participation models and Option 1 resources
would only be tested upon registration with only Option 2 resources being tested annually
(see slide 11).

The OMS WGs understand that DR resources would be expected to recoup the cost of
testing through their offers under the various Options as proposed. This is consistent with
how other resources offer into the PRA, and if the cost of testing increases their offers
above the PRA clearing price in a given season, the owner of the DR resource should prefer
paying the PRA clearing price for capacity rather than being subject to the testing
requirement. Ifthese resources decide to offer as price takers ($0 offer), and the cost of
running the test is more than what clears, then DR owner may be better off buying capacity
from the market instead of offering in.

Underanother scenario, if responding to an event qualifies as a test, would the LMR owner
be able to or expected to lower their offer accordingly?

3) How should accreditation vary based upon response time?
The OMS WGs welcome consideration of using a sliding scale for accreditation of DR resources

based on response time and real time availability. However, the details will matter, and we
encourage MISO to base these accreditation values on facts and data. Accreditation should be



directly linked to the resource adequacy value that a DR resource brings to the grid and/or system
operators. Flexibility and more accurate, availability-based accreditation are sound objectives, but
the OMS WGs are very interested in how the accreditation changes will impact the total amount
of DR MWs that are offered into and ultimately clear the PRA.

It is also important to consider anticipated market behavior based on the options available (i.e.,
which participants may choose Option 1 to get called earlier, but with longer lead times; and which
participants may choose Option 2 to get called last, but with 30-minute lead times). The likelihood
of these choices must be considered to evaluate potential contributions to resource adequacy that
are realistic and helps avoid EEA3 events.

The OMS WGs support adjusting accreditation based on the number of deployments, but some
OMS member staff have questions and concerns about accrediting based on notification time. One
concern is that while MISO may seek to incentivize participation in the reduced -notification time
“Option 2,” there could be a natural incentive structure for some participants to decrease the
likelihood of being called. In line with this, MISO may want to consider limiting the deployments
for Option 2 if there is concern participation would be limited.

Any limitations on deployments should also consider the needs of grid operators, but the OMS
WGs express our misgivings about the implied need to declare an unlimited number of EEA2
events in order to satisfy resource adequacy in the region. With this line of thinking, the OMS
WGs request that MISO provide an analysis of a reasonable number of calls that would balance
the needs of participants and operators. A second concern is our understanding that adjusting
accreditation based on the number of deployments for LMRs could be directly related to the LOLE
model, whereas adjusting accreditation for an LMR based on notification time could not.

Relatedly, the OMS WGs encourage MISO to further educate stakeholders on how LMRs are
modeled in the LOLE model, as this could generate ideas of how to appropriately accredit LMRs:

e Can MISO provide more information about assumptions regarding when and to what
degree LMRs are deployed in the LOLE model?

e [sall LMR capacity used in LOL events in the model, or are LMRs already effectively
“derated” based on model assumptions?

e [f LMRs were deployed during EEA1, would this change the performance of LMRs or
other resources in the LOLE model?

On the issue of basing accreditation on offers during capacity advisories, some OMS member staff
caution that this approach could have unintended consequences if offers made during advisories
do not accurately and reliably predict an LMR’s availability at the time of deployment (if
deployment does in fact occur). The OMS WGs seek clarification when the “clock starts” for
purposes of accreditation: Does this occur when DR resources are required to update their
availability during a Capacity Advisory? Or does this availability check occur when those
resources are actually deployed?



There could be many hours or even days between a capacity advisory and an EEA 1, which could
include hours when MISO would not need or expect an LMR to perform. Has MISO examined
LMR availability datato see if LMR availability during instances when MISO issued a Capacity
Advisories is highly correlated with LMR availability during EEA1 and EEA2 events, and if so,
can MISO share those findings? If this is not an issue, some OMS member staff would also
encourage checking the understanding of the current emergency operating procedures with LMR
participants and whether it would be feasible to provide up-to-date information to LSEs and/or
MISO ahead of and throughout an advisory situation.

A last question about LMRs and accreditation is about BTMG. Can MISO clarify what processes
it proposes to accredit LMRs backed by BTMG?

4) Which of the two options should be the “new” option and which should continue to
carry the name, Load Modifying Resource?

The OMS WGs encourage MISO to ask the relevant stakeholders and state commission staff if the
name change could have implications for retail tariffs and to work with stakeholders to mitigate
name change-related revisions. As with all other changes tohow LMRs are accounted for at MISO,
OMS members and their utilities will require sufficient transition time before the effective date to
effectuate these tariff changes.

The OMS WGs appreciate MISO’s consideration of these concerns, questions, and requests and
look forward to further discussion with the stakeholder community.



