Legitimate Bidding Practices: Resources That Do Not Submit Balancing Energy Bids

At the TNT Market Mitigation meeting on February 12, 2004 there was discussion regarding why an available resource (available resource in this document is a unit that is not experiencing a forced or planned outage and excludes wind generators) would not bid into the real time balancing energy services market as proposed in the new Texas Nodal Market design. Based on the discussion, the MOD Representative requested a list of “legitimate reasons” for this behavior in order to better understand the exceptions.

Generally, in markets such as that proposed in Texas where there is not a “must offer” requirement, resource operators must consider the financial implications of running limited run resources as well as the physical operational limitations of a unit. Based on these considerations, a resource operator may make a legitimate business decision to refrain from submitting a bid in the balancing energy market. While other legitimate reasons may exist, the following are examples of considerations that would result in the prudent business decision to not submit a bid:

Emissions Limitations:

· A resource operator with units subject to emissions controls may not bid into the energy market if all of their emissions credits have been depleted and additional credits are either not available for purchase or not ally practical or feasible to purchase

· Given that emissions controls limit the run time of units, the resource operator may make a sound financial decision to bid the unit only at certain times of the year in order to maximize the revenue of his limited participation in the market and maximize the benefit of the unit to the market 

Operational Limitations:

· Turbine vibration may limit a unit from moving off of its current production point forcing the resource owner to set the high and low limits equal to one another (effectuating a “no bid” result)

· The unit may be in a “test mode” that requires the unit output to be stable, thus the resource operator would refrain from bidding to prevent any upward or downward movement of the resource

· Fuel constraints may render the unit incapable of increasing production therefore no bid would be submitted

· Fuel delivery curtailments might render the unit incapable of starting therefore no bid would be submitted

· Failures of equipment, may temporarily limit production

· Ramping Constraints may limit the bidding capabilities of a unit- a resource operator cannot bid more that the unit’s ramping capability will accommodate

· Site-specific capacity factor limits such as cooling capability or regulatory requirements may be triggered if the capacity factor exceeds a given threshold

· The need to keep a unit on line in order to meet subsequent schedules

· The unit may have minimum up time or down time constraints that could be exceeded if a bid were submitted

· The resource operator of a limited run time unit my want to reserve the resource for system emergencies

· Load resources may have temporary plant product contamination issues and unable to reduce load, i.e. air separator has contamination of O2 in its Argon stream

· Load resource manufacturing process does not allow for extended load reductions, i.e. plate glass mill

Economic operational considerations (both for load and generators):
· The implementation of energy price caps that preclude a resource operator from adequate cost recovery

· Having the ability to receive a higher value from the sale of the gas used for fuel into the gas market than would be received for the power fueled by the gas in the electric market

· The resource operator may refrain from bidding to maintain Company-based portfolio operating reserves needed to backstop a transaction

· Load resource may be unable to reduce electrical consumption due to promised production run for the load entities customers

· Load resource may be able to sell its products for more economic gain than value returned by reducing electric consumption, i.e. Electric market prices are not high enough to overcome lost value of the load customers products

