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MARKET NOTIFICATION OF SYSTEM CHANGE

	PIP Number(s): 

	N/A

	PRR Number(s):
	PRR – 475 (Unit-Specific Deployment Based on generic Cost) 

PRR – 466 (Extension of No Market Solution)

	PIP Description:

	N/A 

	Protocol Section(s): 
	4.4.20, 6.7.1.2, 7.4.3

	Implementation Date

	January 1st, 2004

	Description of System Change:

	The ERCOT board passed PRR-475 (Unit-Specific Deployment Based on generic Cost) on Tuesday December 16th, 2003.  This PRR sets Resource-specific bid premiums by Resource that are based on generic costs of Resources to be used by QSEs as part of their Resource Plans.   
The ERCOT board also passed PRR-466 (Extension of No Market Solution) on December 16th, 2003.   This PRR extends the current expiration date for the suspension of Market Solutions for Local Balancing Energy Service to resolve local congestion from December 31st, 2003 to February 1st, 2005.  

Background:
The ERCOT market operations system uses unit specific incremental and decremental prices along with shift factors of Resources when selecting units to clear local congestion.  The incremental and decremental prices are derived from the up and down bid premiums submitted by QSEs in their Resource Plans.  Since the implementation of PRR-440, settlement for Local Balancing Energy services has been based on the Out of Merit Energy (OOME) payment.  

The Wholesale Market Subcommittee, at its meeting on October 24th, 2003 passed a motion for ERCOT to continue development of its systems needed to implement Resource-specific bid limits when selecting units for dispatching of Local Balancing Energy services to clear Local Congestion.  Prior to the implementation of the modified generic cost bid limits,  PRR-475 implements bid prices based on generic cost.  The WMS will continue the discussion on the appropriate value to which the zero percent modifier may be changed to at a later date.   
PRR440, originally implemented on August 1st, 2003, removed the consideration of a Market Solution for Local Balancing Energy Service to resolve Local Congestion on an interim basis until December 31, 2003.  PRR-466 extends this expiration date from December 31st, 2003 to February 1st, 2005.  

What is the change?
Two Business Days prior to the end of the month, ERCOT will calculate and post the Resource Category Generic Price for Balancing Energy Up deployments (RCGUP) and the Resource Category Generic Price for Balancing Energy Down deployments (RCGDP) by Resource Category to be used by QSEs as the Resource specific bid premiums submitted in their Resource Plans for the following month.  ERCOT will calculate Resource-specific incremental prices by adding the incremental bid premium as specified above to the MCPE of the Congestion Zone.  The Resource-specific premium price will not be less than the bid premium.  Resource-specific decremental prices will be the decremental premium specified above.  
ERCOT will calculate the RCGUP and RCGDP  based on the Resource Category Generic Fuel Cost specified in Section 6.8.2.1, Resource Category Generic Costs, item (3), using the average of the Fuel Index Price (FIP) from the previous month.  

See the changes to section 4.4.20 of the protocols outlined in the language of PRR-475 for additional information on how RCGUP and RCGDP are calculated and on the methodology proposed to eliminate an overlap between the two values. 
What data will be posted by ERCOT?
Pursuant to section 4.4.20 of the Protocols, ERCOT will calculate and post the RCGUP and RCGDP values by Resource Category, to be used by QSEs as the Resource specific bid premiums submitted in their Resource Plans for the following month.   This posting will be done two Business Days prior to the end of the month and will be located at the following URL on the ERCOT website:

http://www.ercot.com/Participants/PublicMarketInfo/PublicMarketInformation.htm
Look under the Ancillary Services section with a bulleted link titled 'RESOURCE CATEGORY GENERIC PRICE FOR BALANCING ENERGY'.  A sample file is currently available for your review.   The posting of RCGUP and RCGDP values for the month of January will be available on December 29th, 2003.  Subsequent postings will be made two business days prior to the end of each month for use by QSEs during the following month.
Operations:

QSEs are expected to use Resource specific bid premiums in their Resource Plans based on the RGCUP and RGCDP values posted by ERCOT.  
Settlements:

The ERCOT settlements system will continue not to consider the existence Market Solutions for deployment of Resources for Local Balancing Energy service until February 1st, 2005.  

Settlement of Resource-specific Local Balancing Energy service for local Congestion clearing will continue to be based on generic costs as specified in section 6.8.2.3 of the protocols. 

When will the change be effective? 

QSEs are expected to submit their Resource Plans using the Resource-specific bid premiums specified in PRR-475 starting with their submissions on December 31st, 2003 for the Operating Day of January 1st, 2004.

Data Extracts
 There will be no change to data extracts as a result of this PRR.  
Documents
You can find details of the protocol language for PRR 475 and PRR 466 at the following link:

http://www.ercot.com/AboutERCOT/PublicDisclosure/ProtocolRev.htm 

Questions
 If you have any questions, please contact your ERCOT client service representative. You may also call the general ERCOT client relations phone number at (512) 248-3900 or contact ERCOT client relations via e-mail at ClientRelations@ercot.com. 




