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	Impact Analysis Date
	June 14, 2002

	Cost/Budgetary Impact
	ERCOT has done a preliminary estimate for a Package I change.

	System Change
	PRR 340 introduces several new functions into ERCOT market and it will have big impact on the ERCOT market system for the following reasons:

· Resource Generic cost will be introduced in the Replacement Reserve Market procurement process.

· Resource Generic cost will be used in determining the most economic dispatch solution in real time market operations (6.7.1.3(1))

· The current balancing energy market two step clearing process will be replaced by the three step clearing process in order to use the portfolio bids to resolve the power balance issue caused by unit specific deployment during the local congestion management process. 

· OOME will be defined as instructed deviation

From the market perspective, the following areas need to be modified as a minimum:

· Replacement Reserve Market (RPRS)

Currently only the replacement bids 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, it is not easy to determine how the replacement bids will be paid.

· 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. 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.

Moreover, if the unit generic cost will be used in determining the most economic solution, the SPD input will need to be changed (6.7.1.3(1)). The above modifications are fundamental changes for SPD and MUI changes may be necessary.

· Market Database

New tables will be created to hold the generic cost information for each generation category and the instructed amount from the OOME needs to be stored and passed to other related systems.

· Market Operator Interface (MOI)

MOI will be changed so that the instructed deviation from manually and Verbal OOME can be stored in the market system. In order to define OOME as instructed deviation, this protocol requires the balancing energy bid stack to be re-cleared to keep the power balance. When the OOME is issued after real time market clearing, SPD may need to be rerun to maintain the power balance with the most optimized solution. Since this happens in real time, the system design and software performance will be a big challenge on this task.

· Interface from Load Star System to Market System

This interface will be impacted such that the unit specific generic capacity cost and energy cost can be passed to market operations system. When this data is not available, market operator may need to be notified so that the cost information can be changed in operations system manually.

· Interface from Market System to settlement system

This interface will be impacted so that the instructed deviation from OOME can be considered in the Uninstructed Resource Charge (URC) calculation.

· Interface from Market System to Automatic Generation Control (AGC)

This will be impacted so that the instructed deviation from OOME can be considered in the SCE calculation.



	Implementation Timeline
	December 15, 2002

	ERCOT Staffing Impact
	

	Business Processes Impact
	

	
	

	Comments


II:
Title: Define OOME as an Instructed Deviation

Comments:

This PRR does not address the methodology in defining the instructed deviation from OOME instruction.  For OOME, the market has two categories.  First, it is a pure operator decision, and there is no associated portfolio balancing energy deployment.  This category can be called Operator OOME.  Secondly, the resource specific deployment is from the SPD 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, it needs to be clarified in the PRR whether the instructed deviation will be derived from the current SCADA level, resource plan level or estimated generator level.  At the same time, it needs to be defined whether the imbalance resulted from the OOME instruction will be compensated by which service, regulation or balancing energy bids?

III.
Section 6.7.1.3:

(1) The actual Shift Factors with respect to the Local Congestion and the Resource Category Generic Fuel Costs are used to determine the most economical deployment of individual Resources to solve Local Congestion. 

Comments:

This paragraph requires the resource category generic fuel cost to be used in determining the most economical solution and this is not consistent with protocol section 6.7.1.2 (5), 6.7.1.2 (6), 6.7.1.2(8), 6.7.1.2(9), and 6.7.1.2(11) which requires ERCOT to use bid premium in determining the most economical solution. This inconsistency should be resolved.

(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.  

Comments:

(1) It seems this requirement only applies to the market OOME, which is defined previously.  For operator OOME, this requirement will be unrealistic since when a Manual or Verbal instruction is issued, this action is out of market and it is pure Out of Merit deployment.

(2) The balancing energy service bid stacks can only be used to compensate the imbalance that is resulted from the deployment of Market OOME.  This will require the ERCOT balancing energy market be cleared in a three-step process.  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 need to be respected.  This is a fundamental change in SPD and it will take some time for implementation.

IV.
Section 7.4.2:

ERCOT will procure RPRS or OOMC if necessary to provide sufficient capacity to resolve forecast Local Congestion. ERCOT will purchase RPRS or OOMC from the Resource(s) having the lowest cost per megawatt based on each Resource’s bid price or Resource Category Generic Capacity, Resource Category Generic Operational Costs and its ability to resolve the Congestion given its Shift Factor on the Local Congestion. Bid or Capacity quantity will not be taken into account in the decision to purchase RPRS or OOMC.

Comments:

a. For OOMC, the market has two categories. First, it is a pure operator decision regardless of the cost of deployment. This category can be called Operator OOMC. Secondly, the replacement procurement is from SPD and it is paid as OOMC when no market solution exists. This category can be called Market OOMC. It seems this paragraph only refers Market OOMC. 

b. From this paragraph, it is not very clear whether the bid price or the generic cost need to be used in determining the most economical solution. 

If the interpretation is that the market needs to use bid price when the procured resource is paid as bid and the generic cost will be used when the resource will be paid as cost, then it will be a big change for the replacement market and there is a dilemma in implementation. Before the replacement reserve market is cleared, it is hard to know whether the resources that bid in the market will be paid as bid or paid as generic cost. At the same time, without knowing how the resource will be paid, it is impossible to determine the price of the replacement resources in determining the most economic solution. More clarification will be needed in this section.


At the same time, this section is not consistent with the following section in PRR338.

PRR 338 - Page 5:(c)

The Resource Category Generic Costs define the price for resolving local congestion.

Comments:

a. From the protocol context, it seems this requirement refers to replacement reserve market and balancing energy market is addressed separately.

b. Usually, Replacement Reserve market (RPRS) is cleared before the close of the Day Ahead Market. In calculating the resource category generic cost for the RPRS market, the FIP for the market day, which is the next day of RPRS market, will be needed. However, at the time of RPRS market clearing, FIP will not be available. In these two PRRs, it seems frequently the resource generic cost will be used in the settlement process. However, there will be some difficulty in obtaining these after the fact cost information when the market is cleared in day ahead and real time. More clarifications will be needed to define the price in resolving expected local congestion in replacement reserve market.



�V. LAAR 


 There is no mention of LAAR in the document. Will there be a Generic cost for LAARs or they will be allowed to bid premiums?  Assigning generic cost to LAARs would be equivalent to price caps. Allowing LAARs to bid premiums would necessitate keeping separate data structures - generic cost for generation and bid premium for LAAR throughout the system.  
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