


We have resource adequacy
because load Is not sensitive to price

and utilities have an "obligation to serve”



Myth: Customers don't respond to prices

* One of the biggest examples of voluntary demand-
flexibility is what customers do to avoid 4CP (4
critical peak) transmission charges

» The price signal needs to be big enough to make a
difference.

= Or it can be small if automation can manage
the arbitrage.

« It is likely that significant load would ramp down
during stress events if it were compensated
anywhere near the value of lost load
(~$25,000/MWH)

» The question is how much variability in prices
society is willing to accept.

= In Southern Company, customers consume off
a baseline and are exposed to prices on the
margin.

ERCOT can see 3000-4500 MW of
voluntary demand reduction due to

their 4CP transmission charge

4CP and Near CP HE17 Reductions 2014 - 2022
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https://www.ercot.com/files/docs/2023/02/27/07---WMS-2022-4CP--Retail-DR-Analysis-Raish.pptx
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The best way to meet demand
when supply Is short

IS to have less demand
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