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Demand response is a critical reliability resource essential to helping the electric grid maintain the balance
between electricity supply and consumer energy demand. This balance is necessary to prevent blackouts and
brownouts. When energy demand increases (e.g., running air conditioning during a heat wave), there must be
an adequate supply to match it. Grid operators and utilities are increasingly recognizing demand response as a
cleaner, more cost-effective solution to building and maintaining peaking power plants.

Instead of capital-intensive infrastructure upgrades or firing up expensive-to-maintain peaker plants, many
grid operators and utilities are realizing that the most straightforward solution for addressing peak demand is
reducing it. As a result, they offer incentive programs for real-time load reduction, enabling companies to
monetize their energy flexibility by participating in demand response. Demand response programs enable the
grid to reduce the demand for €electricity to match supply rather than the traditional method of increasing
supply to meet demand.

In the dynamic world of energy management, demand response is undergoing a significant transformation due
to the evolving needs of the grid. The evolution of the generation mix on the grid and the increase in intensity
and frequency of extreme weather raise serious concerns about grid reliability. Demand response is no longer
just about turning off lights or adjusting thermostats. It is about enabling a dynamic, responsive grid that can
meet the challenges of today and tomorrow.

As the needs of both the demand and supply sides evolve, so must the strategies and technologies that balance
the grid. While traditional demand response methods are effective, they are giving way to more sophistication,
flexibility, and automation. As a result, various resources can be aggregated - in many cases, on-demand in
real-time - to respond to the ever-changing demands of modern energy consumption and unlock multiple value
streams.

Today"s grid operators need a variety of flexible resources that can be called upon as necessary to support both
widespread and localized issues. They need to not only plan for anticipated capacity issues but also be able to
address sudden drops in supply or spikes in demand quickly. They must also keep grid frequency constant and
respond to deviations in real time to avoid equipment damage. All these measures keep the lights on and
prevent blackouts and brownouts, but they represent multiple value streams in which companies can
participate.

In addition, many companies are now automating their demand response participation. Small and large loads
can be managed with minimal human intervention to take advantage of lucrative opportunities in fast-response
programs. Lead times in these programs are drastically lower - automation enables companies to respond in
real time or within minutes.
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The variety of demand response programs available means theres an option to meet aimost every company"s
needs. Companies may have different motivators for participating in one program over another, as programs
differ in payment rates, required response time, penalties (though some demand response companies, like Enel
North America, shield you from penalties), and more. Some of the most common demand response program
types are listed below. In many cases, companies can stack programs to maximize value.

The grid calls economic demand response programs in response to pricing spikes to help stabilize the
near-term energy price level. Participating companies get paid to reduce their load in response to high prices,
helping to reduce their exposure to the highest-priced hours while lowering system-wide electricity prices. As
weather has become increasingly volatile, wholesale energy prices in excess of $1,000/MWh are becoming
increasingly common. ERCOT experienced over 40 such hoursin August 2023 alone!

While economic demand response programs are attractive to some companies and may be the best choice
based on their operational needs, it"s important to note that they generally offer lower value than other demand
response programs and tend to have complexity around compliance.

As part of enrollment in the capacity market, companies agree to reduce their load by a predetermined amount
if/when called upon. They receive payments for their ability to reduce energy during a demand response event
(capacity payment) as well as their actual energy reduction if an event is called (energy payment). In short,
participants serve the grid by agreeing to be on standby and being able to perform if called upon.

Capacity demand response programs are attractive to many companies because they typically have a longer
notification window. Depending on the specific program, advance notifications can range from 30 minutesto a
few days ahead, giving companies time to plan their operations accordingly. They are also attractive because
there are typically only a few events a year, and the duration typically lasts a few hours. As aresult, they are
relatively easy to plan for from an operational standpoint.

However, the grid places high value on protecting grid frequency, maintaining an acceptable voltage level, and
having capacity set aside in reserves - and they pay for these services at a premium. Thus, ancillary programs
pay companies for their participation significantly more than capacity programs.

Contact usfor freefull report
Web: https://www.sumthingtasty.co.za/contact-us/
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WhatsA pp: 8613816583346
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