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Date:  October 8, 2002


To:      ERCOT Board of Directors

From:  Sam Jones
Subject:
ERCOT Methodologies for Determining Ancillary Service Requirements - Approval

Issue for ERCOT Board of Directors’ Decision

ERCOT Board of Directors Meeting Date:  October 15, 2002
Agenda Item:  8a
	Issue:  Section 6.4.1(3) of the ERCOT Protocols require that "[t]he ERCOT Board shall review and approve ERCOT's methodology for determining the minimum Ancillary Service requirements."  These requirements were initially approved by the Board at its April 17, 2001, meeting for the initiation of Single Control Area operations.  ERCOT Staff and TAC recommend modifications to those requirements beginning in 2003, which requires Board approval.  



	Background/History:  Ancillary Services are necessary to maintain the reliability of the ERCOT system.  The ERCOT Protocols define these Ancillary Services and charge ERCOT with determining a methodology for the minimum levels of Ancillary Services required.  ERCOT Staff has developed proposed changes to the methodology previously approved by the ERCOT Board.  The revised methodology description is included as Attachment A to this Board item.   The revised methodology was reviewed and approved by TAC at its October 3, 2002, meeting. 



	Key Factors Influencing Issue:  Ancillary services are necessary to ensure that there are sufficient resources to serve system load and maintain system frequency in the ERCOT system.  Determining the minimum amount of services required to do this is based on operating experience, analysis and professional judgment.



	Discussion:  The proposed methodology reflects ERCOT’s best judgment on minimum Ancillary Services needed for the ERCOT Single Control Area.  Now that ERCOT has been operating in the Single Control Area model for over a year, the methodology has been modified to rely more on actual, historical data and “month-ahead” data to establish monthly minimum Ancillary Service requirements. By necessity, some flexibility in these requirements is necessary to accommodate actual conditions.  The proposed methodology was reviewed by the Reliability and Operations and Wholesale Market Subcommittees and was approved by TAC.

Summary

Regulation Reserve Requirement

ERCOT has developed a procedure for determination of the base requirement for Regulation Reserve Service.  The base requirement will be calculated as follows:

Calculate the average and standard deviation for the up and down regulation service in the previous month, and for the same month of the previous year.
  For each of these months calculate the amount of regulation service required by hour to provide an adequate supply of regulation service capability 98.8% of the time. (2.5 Standard deviations)  To facilitate market operations, ERCOT will divide these requirements into 4 "blocks" of constant requirements using a minimization process.

If experience indicates that this method results in repeated shortages of Regulation reserve, ERCOT may increase these requirements after issuing a notification to QSEs explaining its actions.  

Non-Spinning Reserve Requirements

ERCOT will plan to purchase NSRS equal to the largest unit planned to be in operation for the great majority of hours.  This is intended to cover the exposure to loss of the largest unit and also to provide for load forecast error.

Replacement Reserve and Balancing Energy Requirements

As part of the on-line real-time market operations and power operations activities, the operations systems used by ERCOT calculate the requirements for Replacement Reserve Service and Balancing Energy Service.  These quantities may vary, depending upon the operating conditions.

Minimum Balancing Energy Down Requirement

The balancing energy down requirement will be determined by examining the historic needs for the past 3 months and determining how much Balancing Energy Down will be required for ERCOT 99.9% of the time. 

The quantity required will be related to the amounts projected to be needed for control of transmission congestion and to provide for sufficient down Balancing Energy Service to ensure that high frequency can be avoided at all times, especially including the minimum load intervals.

Responsive Reserve Requirement

The ERCOT Operating Guides set the RRS requirement at 2300 MW for all hours under normal conditions.  The Operating Guides allow ERCOT to increase that requirement under extreme conditions.


	Alternatives:  (1) Approve the recommendation on the ERCOT Methodologies for Determining Ancillary Service Requirements as approved by TAC or as modified by the Board;  (2) reject the recommendation; or (3) remand to ERCOT Staff with instructions.  


	Conclusion/Recommendation:  TAC and ERCOT Staff recommend the Board approve the proposed changes to the methodology for determining Ancillary Service requirements as presented herein.




�  ERCOT has the option to use only the current years data if its analysis indicates a significant change in market behavior since the previous year. 
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