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These comments are being made using the most recent July 1, 2002, effective Protocols, which include the language from PRR333 in Section 6.8.2.2(5) and incorporating the language revised by PRRs 335, 336, 337, 338 and 347 into the baseline.  

	Comments


The following issues were identified in ERCOT’s June 14, 2002 Impact Analysis:

· Paragraph 6.7.1.4(1) requires the resource category generic fuel cost to be used in determining the most economical solution and this is not consistent with protocol sections 6.7.1.2 (5), 6.7.1.2 (6), 6.7.1.2(9), and 6.7.1.2(10) which require ERCOT to use bid premium in determining the most economical solution.  This inconsistency should be resolved.

· Replacement Reserve Market (RPRS)

Currently only the replacement bid prices are used in the replacement reserve market procurement process.  According to PRR340, either bid price or resource generic cost will be used in determining the most economical solution.  The implementation will be a complex one since, before the replacement reserve market is cleared, how the replacement bids will be paid needs to be evaluated in order to decide whether the bid price or generic cost will be used in determining the replacement reserve market most economical procurement solution.  However, before the RPRS is cleared, we don’t know how many hours RPRS will be needed so we are unsure how to compare bid price or resource generic cost prior to the selection process.

· Real Time Balancing Energy Market

To implement PRR 340, the balancing energy market needs to be changed from the current two-step process to a three-step process.  The first step will be used in estimating the portfolio balancing development considering the power balance and zonal congestion, step 2 will use the operational shift factor to resolve operational congestion, step 3 will be introduced such that the balancing energy market will be re-cleared while the step 2 unit specific development, zonal congestion and power balance still need to be respected.  In considering this requirement, ERCOT would like to propose an alternate concept of paying a zonal OOME price.  This alternate proposal is described in a white paper that was sent to the QSE Project Managers and is attached to these comments.

· For OOME, the market has two categories.  One is a pure operator decision; this category can be called Operator OOME and may be via software or a Verbal Dispatch Instruction.  Secondly, the resource specific deployment may be from the SPD software and it is paid as OOME when no market solution exists; this category can be called Market OOME.  For market OOME, the resource movement has been considered as instructed deviation.  For operator OOME, several details need to be clarified in the PRR.   ERCOT has proposed several options for handling these issues, described in the white paper that was sent to the QSE Project Managers. 

The following papers were sent to the QSE Project Managers proposing alternatives for several issues in PRR340.


Unit Specific Category 4 Deployments,

Three Step BES Process

And

Portfolio Out-Of-Merit Energy Service


(For Discussion)

I. Introduction

PRR340 has the following request in section 6.7.1.3 (2): “ERCOT will instruct QSEs to deploy OOME Service from a specific Resource through the issuance of a Dispatch Instruction to each Resource according to the most economical solution to resolve the Local Congestion.  The increase or reduction in energy balance as a result of OOME deployments should be balanced using the Balancing Energy Service Bid Stacks.”

This document will first describe the function of the resource specific category 4 deployments and two proposed solutions in implementing the above requirement will be discussed.

II. Resource Specific Deployments
· Portfolio Market Structure

Two of the fundamental features of the ERCOT market are the portfolio market structure and zonal congestion management model.  ERCOT is a mini-ISO and it is designed to provide ancillary services to ensure secure system operations.  The portfolio and zonal market model provide participants the flexibility in determining the most economic dispatch pattern within their portfolio schedules and deployments.  When zonal congestion is the only transmission congestion that needs to be managed within the ERCOT region, only portfolio balancing instruction will be issued and the QSE need to meet their portfolio requirement and no resource specific instruction will be required to follow.  While the portfolio market model has provided operational flexibility for the market participants, ERCOT needs to estimate the unit specific output level in order to resolve local congestion.

· Balancing Energy Market Two-Step Clearing Process

According to the Protocols, the ERCOT real time market is cleared using a two-step process. In the first step, the portfolio market information, such as zonal base power schedule, zonal portfolio bids, zonal shift factor, zonal short term load forecast and zonal transmission congestion information are used in real time market clearing.  The results of this step are the portfolio balancing energy deployment, zonal market clearing price for energy (MCPE) and the transmission price for the predefined zonal congestions, i.e. shadow price.  This MCPE is financially binding and it is used in settlement for Resource Imbalance, Load Imbalance, Uninstructed Resource Charge calculation and transmission price for zonal congestion is mainly used for zonal congestion cost direct assignment and transmission congestion rights (TCR) settlement.

In the second step, operational transmission congestion is processed.  After the zonal congestion has been resolved and system power balance has been achieved in the first step, more specific information, such as resource specific output level, resource specific premiums, resource specific shift factors and operational congestion information are used to determine the most economic solution to resolve operational congestion.  After the second step has been completed, resource specific deployments are issued and the final portfolio balancing deployment instructions are generated.  It is important to mention that the final balancing energy deployment consists of two components: the step one portfolio balancing clearing result and incremental or decremental portfolio amount that results from defining the unit specific deployment as instructed deviation in step two.  The portfolio deployment component from step one will be paid as Resource Imbalance and incremental or decremental deployment amount from step two will be paid by Resource Imbalance and Unit Specific payment.

· Unit Specific Deployment

Further consideration of this two-step process will illustrate the function of category 4 deployment to maintain the consistency of the market clearing and market settlement.  In the first step, the net zonal portfolio deployments have been determined to resolve zonal transmission congestion and system power balance and the portfolio cost information, i.e. up balancing bids curve (UBES) and down balancing bids curve (DBES), is used in determining the most economical zonal solution.  In the second step, the unit specific cost information, i.e. unit specific premiums, is used in determining the most economical local solution.  In the current market, the net zonal portfolio deployment in a specific zone from step one is fixed to make sure that the step two deployment result will not adversely impact the already resolved zonal transmission congestion from step one and system power balance can be maintained after step two is cleared.  As a result, when some resources are moved up or down to resolve a specific overloaded operational congested transmission line, other resources within the same zone will be moved up or down to maintain the system power balance and these resources may have no direct impact on the overloaded transmission line.  When no category 4 deployment is used, the portfolio deployment resulted from the category 4 moving may get underpaid since the Resource Imbalance uses the MCPE from step one and those out-of-merit amount resulted from the category 4 deployment for power balance purpose from step two can not be covered by Resource Imbalance.  To have an additional payment component for the Out-Of-Merit deployment amount, the commercial category 4 deployments were used to pay those resources that are moved in step two for power balance purpose.

In the balancing energy market, the market may clear both up and down portfolio balancing energy bids when price overlap exists.  In the step two unit-specific economic dispatch process, the high cost unit can be moved down and low cost unit can be moved up in order to market the unit specific dispatch more efficient.

Currently, the unit specific premiums are used in the balancing energy market clearing. If the actual cost needs to be considered in the market clearing process, there will be a big modification for balancing energy market software implementation.

III. Proposed Solution 
Proposal I: Three-Step Process
In this proposal, the portfolio balancing energy bid stack will be used to compensate the power imbalance introduced from the resource specific deployment to resolve operational congestion. This can be implemented by a three-step process. 

· The first step will be the same as what has been implemented in the market today while the market clearing result will only be used in estimating the zonal deployment amount and no results will be final. 

· The second step will be the same as the current ERCOT market clearing mechanism with the exception that those unit specific deployment that have no secure impact on the overloaded transmission line will not be issued and the power balance will be compensated by the balancing energy bid stack. 

· In the third step, the portfolio power schedule, portfolio balancing bids, the unit specific deployment from the second step, the zonal transmission congestion and the system power balance will be used in determining the most effective solution with the objective to maintain system power balance and resolve zonal transmission congestion. 

Using this market clearing algorithm, the market clearing price for energy can be determined from step three and the zonal transmission price may also need to be from the last step to keep the inherent consistency between MCPE and zonal transmission price.  The portfolio balancing deployment will be a combination from the results of step two and step three clearing process.

This proposal will remove those unit specific deployments that do not actually help to resolve operational congestion.  The unit specific deployments will be an input to the last step and the MCPE and zonal transmission price can change from the step one result.  In this case, the unit specific deployment can impact the zonal MCPE and zonal transmission price.  Since currently the MCPE and transmission price is from step one, the MCPE and zonal transmission price may decrease for some market conditions and they may increase for some market conditions.  So, it will be more prudent if the market participants can further evaluate the market impact on this proposal.

Proposal II: Portfolio Out-Of-Merit Service
Since the category 4 deployment is introduced in the market in order to establish a method to pay those out-of-merit portfolio deployment which can not be covered by the Resource Imbalance, it will provide a solution in providing a new settlement service to pay those portfolio deployments that are outside the MCPE, without big modification of the real time market clearing mechanism.

Under this concept, one new product, the Portfolio Out-Of-Merit Energy Service, for addressing category 4 resource specific deployments, can be provided to the market and this service can provide a solution for the category 4 deployment issue.  This proposal has the advantages of easier implementation and smaller system impact.

It is recommended that the stakeholders further explore the above two proposals in deciding what is the best market design for the PRR340 requirements.

IV. Summary
This paper first reviews the unit specific deployment process and then two proposed methods to implement Protocol Revision Request (PRR) 340 have been discussed to support the stakeholders in making a decision.

Define OOME as Instructed Deviation

The Protocols define OOME as Balancing Energy Service when no Market Solution exists for resolving Congestion or if required in declared emergencies.  Currently, there are three kinds of services that can be considered OOME service: 

1)
Resource Specific OOME Deployment: Resource specific instruction automatically calculated by the ERCOT computer system when there is no Market Solution. 

2)
Manual OOME Deployment: Operator’s manual deployment through the ERCOT computer system 

3)
VDI: Operator’s Verbal Dispatch Instruction.

In the current ERCOT system, type 1 is considered an instructed deviation.  Types 2 and 3 are considered an uninstructed deviation and a QSE needs to balance these two types of OOME instructions through other units.  During the past year, many QSEs have submitted disputes because they were unable to balance their portfolio.  PRR340 proposes to define OOME as an instructed deviation.  In order to implement the requirement in PRR340, ERCOT staff has developed the following three options:

Option 1:

· Resource Specific Instruction with no Market Solution is considered as an instructed deviation.

· Operator’s manual deployment through the ERCOT computer system is considered as an uninstructed deviation.

· VDI is considered as an uninstructed deviation

· A QSE can file a dispute if it receives a manual OOME instruction or VDI and cannot follow the instruction in zonal portfolio level.  The submitted disputes would require reasonable evidence that there was no possibility to move other units within the QSE’s portfolio to balance the OOME instruction.

· ERCOT will verify and adjust the URC charges for approved disputes.

· SCE: Resource Specific Instruction with no Market Solution can be automatically considered in SCE calculation in real time.  Other OOME instructions cannot be considered in SCE calculation in real time.   

· System Change: None

· Additional manual workaround: Yes, for dispute resolution and for creating correct settlement changes for approved disputes.

· Additional staff: Possible, pending full impact analysis on the procedures needed for the manual work.

Option 2:

· Resource Specific Instruction with no Market Solution is considered as an instructed deviation.

· Operator’s manual deployment through ERCOT computer system before Real Time Balancing Energy market clearing (20 minutes before the operating interval beginning) is considered as an instructed deviation.

· Operator’s manual deployment through ERCOT computer system after Real Time Balancing Energy market clearing is considered as an uninstructed deviation.

· VDI is considered as an uninstructed deviation

· QSEs can file a dispute if QSEs receive manual OOME instruction after RTBES market clearing or VDI and cannot follow the instruction in zonal portfolio level.

· ERCOT will verify and adjust the URC charges for approved disputes.

· SCE: Resource Specific Instruction with no Market Solution and operator’s manual deployment before Real Time Balancing Energy market clearing can be automatically considered in SCE calculation in real time.  Other OOME instructions cannot be considered in SCE calculation in real time.   

· System Change: Pending impact analysis, it is estimated that there will be moderate system changes required

· Additional manual workaround: Yes, for dispute resolution and for creating correct settlement changes for approved disputes.

· Additional staff: Probable, pending full impact analysis on the procedures needed for the manual work.

Option 3:

· Resource Specific Instruction with no Market Solution is considered as instructed deviation.

· Operator’s manual deployment through ERCOT computer system before Real Time Balancing Energy market clearing is considered as instructed deviation.

· When the ERCOT operator sends out manual OOME deployment to a QSE after Real Time Balancing Energy market clearing, a corresponding zonal portfolio instruction calculated by the ERCOT system will be given at the same time to make up the amount of manual OOME deployment in this QSE’s portfolio.  The ERCOT system will send out another OOME portfolio instruction to offset the previous portfolio instruction and thus reduce the need of deploying regulation services.

· VDI is considered as uninstructed deviation.  The ERCOT Operator can send out corresponding zonal portfolio instructions if time permits.  

· SCE: Resource Specific Instruction with no Market Solution and operator’s manual deployment before Real Time Balancing Energy market clearing can be automatically considered in the SCE calculation in real time.  Other OOME instructions cannot be considered in SCE calculation in real time.  For manual OOME deployment to a QSE after Real Time Balancing Energy market clearing or VDI, a SCE offset value can be manually input to the ERCOT software system to adjust the QSE’s SCE value according to its OOME instruction.
· System Change: Pending impact analysis, it is estimated that there will be big system changes required

· Manual Workaround: Yes, Operator needs to manually calculate the corresponding zonal portfolio instruction.

· Additional staff: Definite, pending full impact analysis on the procedures needed for the manual work.

Provided to the QSE Project Managers via   E-mail on 7/18/2002.
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