TAC Recommendation Report

	PRR Number
	451PRR
	PRR Title
	Clarification of Ancillary Services Obligation Calculation

	Recommended Action
	Approve

	Protocol Section Requiring Revision
	6.3.1, ERCOT Responsibilities

6.9.1, Settlement for ERCOT Ancillary Service Capacity Procured in the Day Ahead and Adjustment Periods

6.9.1.1, Regulation Up Service Charge

6.9.1.2, Regulation Down Service Charge

6.9.1.3, Responsive Reserve Service Charge

6.9.1.4, Non-Spinning Reserve Service Charge

	Proposed Effective Date
	Upon system implementation

	Priority & Rank Assigned
	Pending at PRS.

	Summary of Impact Analysis
	No practical manual workaround exists; requires a moderate ERCOT computer systems change to the Commercial Application systems; minor staffing impact (0.1 FTE), and changes business processes; does not impact operating practices.

	Revision Description
	Clarification that ERCOT’s calculated AS Obligations for its Day Ahead Operating Day Ancillary Services are based on Initial Settlement data only for the purpose of setting up the Day Ahead plan.  After the Operating Day, the AS Obligation calculations are to be adjusted according to actual Metered Load Ratio Share throughout the entire settlement process, in the same manner as Load Imbalance, BENA, etc.

	Benefit
	Adjusts AS Obligation used for settlement based on actual metered Load Ratio Share.  This should result in settlement being based on actual activity.

	PRS Recommendation
	PRS recommended approval of PRR451 as revised by ERCOT comments.

	TAC Recommendation
	TAC recommends approval of PRR451 as recommended by PRS.


	Proposed Protocol Language Revision


6.3.1
ERCOT Responsibilities

(1) ERCOT, through its Ancillary Services function, shall develop the Operating Day Ancillary Services Plan for the ERCOT System and the Day Ahead Ancillary Service  Obligation will be assigned based on Load Ratio Share data, by LSE, aggregated to the QSE level.  Unless otherwise provided in these Protocols, a QSE’s allocation for Ancillary Services Obligation will be determined for each hour according to that LSE’s Load Ratio Share computation by ERCOT.  The LSE Ancillary Service  allocation for the Day Ahead Ancillary Service Obligation shall be based on the hourly Load Ratio Share  from the Initial Settlement data, for the Operating Day that is 21 days before the day in which the Obligation is being calculated, as defined in Section 9.2, Settlement Statements, for the same hour and day of the week multiplied by the quantity of the service in the Operating Day AS Plan.

(2) ERCOT shall procure required Ancillary Services not self-arranged by QSEs.

(3) ERCOT accepts Ancillary Service bids only from QSEs.

(4) ERCOT shall allow the same capacity to be bid as multiple Ancillary Services types recognizing that this capacity may only be selected for one service.

(5) ERCOT shall ensure provision of Ancillary Services to all ERCOT System Market Participants in accordance with these Protocols.

(6) ERCOT shall not discriminate when obtaining Ancillary Services from QSEs submitting Ancillary Service bids.  ERCOT shall not discriminate between Self-Arranged Ancillary Services and ERCOT-procured Ancillary Services when dispatching Ancillary Services.

(7) For AS that are not self-arranged, ERCOT shall procure any additional Resources ERCOT requires during the Day-Ahead Scheduling Process, the Adjustment Period process, or the Operating Period.

(8) ERCOT shall procure Resources that are used to provide Reliability Must-Run Service or Black Start Service through longer-term Agreements.

(9) Following submission of QSE self-arranged schedules, ERCOT will identify the remaining amount of Ancillary Services that must be acquired in order to complete ERCOT’s Day-Ahead Ancillary Services Plan.  Regulation Up, Regulation Down, Responsive, and Non-Spinning services will be procured by ERCOT on the timeline described in Section 4, Scheduling.

(10) ERCOT will not profit financially from the market.  ERCOT will follow the Protocols with respect to the procurement of Ancillary Services and will not otherwise take actions regarding Ancillary Services with the intent to influence, set or control market prices.

(11) ERCOT will provide that Market Clearing Prices are posted on the Market Information System (MIS) in a timely manner as stated in Section 12.4.1, Scheduling Information, of these Protocols.  ERCOT will monitor Market Clearing Prices for errors and will “flag” for further review questionable prices before posting, and make adjustments or notations in the posting if there are conditions that cause the price to be questionable.  ERCOT may only correct the price consistent with these Protocols.

(12) ERCOT shall post the aggregated ERCOT AS Bid Stacks in accordance with Section 12.4.2, Ancillary Service Related Information of these Protocols.

(13) ERCOT will, through procurement processes specified in these Protocols, procure Ancillary Services as required and charge QSEs for those Ancillary Services in accordance with these Protocols.

(14) ERCOT will ensure ERCOT electric network reliability and adequacy and will afford the market a reasonable opportunity to supply reliability solutions.

(15) ERCOT will not substitute one type of Ancillary Service for another.

(16) ERCOT shall strive to use Market Solutions to manage Congestion prior to using OOMC, RMR or Zonal OOME Services.

(17) ERCOT will make reasonable efforts to minimize the use of OOMC, Zonal OOME or contracted RMR Facilities.

(18) ERCOT will provide timely information to those Resource units providing OOMC and RMR Services as to the specific use of each unit dispatched.

[PRR413:  Replace Section 6.3.1 paragraphs (16)-(18) with the following upon system implementation.  (This effectively deletes paragraph (16) above.)]

(16) ERCOT will make reasonable efforts to minimize the use of OOMC, Zonal OOME or contracted RMR Facilities.

(17) ERCOT will provide timely information to those Resource units providing OOMC and RMR Services as to the specific use of each unit dispatched.

6.9.1
Settlement for ERCOT Ancillary Service Capacity Procured in the Day Ahead and Adjustment Periods

(1) ERCOT shall allocate to each QSE representing Load  its portion of the  total ERCOT requirement of each of the Ancillary Services of Regulation Up, Regulation Down, Responsive Reserve Service, and Non-Spinning Reserve Service   For settlement purposes, the QSE’s total capacity allocation shall be based on the QSE’s most recently calculated hourly Load Ratio Share.
(2) The QSE’s settlement capacity shall be the QSE’s total capacity allocation minus any self-arranged Resources scheduled.

(3) Each QSE’s settlement  charge (or imbalance) , in dollars, for each Ancillary Service, by hour, shall be equal to the MCPC for the Ancillary Service (in dollars per megawatt), multiplied by the QSE’s settlement capacity (in megawatts).
(4) There is no difference in the manner in which costs for procurement in the Day Ahead and Adjustment Period are allocated for the following services:

(a) Regulation Up;

(b) Regulation Down;

(c) Responsive Reserve; and

(d) Non-Spinning Reserve.

.

6.9.1.1
Regulation Up Service Charge

(1) All costs of ERCOT procurement of Regulation Up shall be calculated as follows:

LARUqi =
RUPi * NTORUqi
RUPi 
=((PCRUi + PCIESRUi  ) * -1 / (COBRUti – SARUti))

NTORUqi = (COBRUqi – SARUqi)

Where:

i
interval being calculated

LARUqi
Regulation Up Service Capacity Load Allocation Charge ($) per interval for that QSE

PCRUi
Procured Regulation Up Capacity Costs ($) for the total Market

PCIESRUi
Emergency Service Regulation Up Capacity Costs ($) for the total Market for the interval

COBRUqi
Obligated Regulation Up Capacity (MW) per interval of that QSE based on the QSE’s most recently calculated hourly Load Ratio Share.
COBRUti
Total Regulation Up Obligations Capacity (MW) in that interval.

SARUti
Total Self Arranged Regulation Reserve Up Capacity (MW)  in that interval

SARUi
Self Arranged Regulation Up Capacity (MW)  Service per interval for that

QSERUpi
Regulation Up Price per interval

RUPi
Regulation Up Price per interval

NTORUqi
Regulation Up Net Obligation (MW) per QSE per interval

6.9.1.2
Regulation Down Service Charge

(1) All costs of ERCOT procurement of Regulation Down shall be calculated as follows:

LARDqi =
RDPi * NTORDqi
RDPi 
=
((PCRDi + PCIESRDi  ) * –1 / (COBRDti – SARDti))

NTORDqi = (COBRDqi – SARDqi)
Where:

i
interval being calculated

LARDqi
Regulation Down Service Charge per interval Regulation Down Reserve Capacity Load Allocation Charge ($) per interval for that QSE

PCRDi
Procured Regulation Down Capacity Costs ($) for the total Market for the interval

PCESRDi
Emergency Service Regulation Down Capacity Costs ($) for the total Market for the interval

COBRDqi
Obligated Regulation Down Capacity (MW) Service per interval of that QSE based on the QSE’s most recently calculated hourly Load Ratio Share.
SARDqi
Self Arranged Regulation Down Capacity (MW) Service per interval of that QSE

RDPi
Regulation Down Price per interval

NTORdqi
Regulation Down Net Obligation (MW) per QSE per interval

COBRDti
Total Regulation Down Obligations in that interval.

SARDti
Total Self Arranged Regulation Down in that interval

6.9.1.3
Responsive Reserve Service Charge

(1) All costs of ERCOT procurement of Responsive Reserve shall be calculated as follows:

LARRqi =
RRPi  * NTORRqi
RRPi =
(PCRRi + PCIOOMRRi)  * -1 / (COBRRti – SARRti)

NTORRqi=
(COBRRqi - SARRqi)

Where:

i:
interval being calculated

LARRqi
Responsive Reserve Capacity Load Allocation Service Charge ($) per interval for that QSE

PCRRi
Procured Responsive Reserve Capacity Costs ($) for the total Market for the interval

PCOOMRRi
Out of Merit Responsive Reserve Capacity Costs ($) for the total Market for the interval

COBRRqi
Obligated Responsive Reserve Capacity (MW) Service per interval of that QSE based on the QSE’s most recently calculated hourly Load Ratio Share.
SARRqi
Self Arranged Responsive Reserve Capacity (MW) Service per interval of that QSE

RRPi
  
Responsive Reserve Price per interval

NTORRqi
Responsive Reserve Net Obligation (MW) per QSE per interval

COBRrti
Total Responsive Reserve Obligations Capacity (MW) in that interval.

SARRti
Total Self Arranged Responsive Reserve Capacity (MW) in that interval

6.9.1.4
Non-Spinning Reserve Service Charge

(1) All costs of ERCOT procurement of Non-Spinning Reserve shall be calculated as follows:

LANSqi =
NSPi  * NTONSqi
NSPi  =
((PCNSi + PCIOOMNSi) * -1  / (COBNSti – SANSti))
NTONSqi=
(COBNSqi – SANSqi)
Where:

i
interval being calculated

LANSqi
Non-Spinning Reserve Capacity Load Allocation Charges ($) per interval for that QSE

PCNSi
Procured Non-Spinning Reserve Capacity Costs ($) for the total Market for the interval

PCESNSi
Emergency Service Non-Spinning Reserve Capacity Costs ($) for the total Market for the interval

COBNSti
Total Non-Spinning Reserve Obligations Capacity (MW) in that interval.

SANSti
Total Self Arranged Non-Spinning Reserve in that interval

COBNSqi
Obligated Non-Spinning Reserve Capacity (MW) per interval of that QSE based on the QSE’s most recently calculated hourly Load Ratio Share.
SANSqi
Self Arranged Non-Spinning Reserve Capacity (MW) per interval of that QSE

NSpi
Non-Spinning Reserve price per interval

NTONSqi
Non-Spinning Reserve Net Obligation (MW) per QSE per interval

	PRR Evaluation

	Non-ERCOT Market Comparison
	No Comparison conducted.

	

	Comments Author
	Comments Summary

	Constellation
	Revised language.

	ERCOT
	Clarifications.


	Sponsor

	Name
	Smith Day

	E-mail Address
	Smith.day@ngwi.com

	Company
	Republic Power, LP

	Company Address
	8 Greenway Plaza, Suite 1000, Houston TX 77046

	Phone Number
	832/615-0231

	Fax Number
	832/476-2495

	Sponsor's Revision Description
	Clarification that ERCOT’s calculated AS Obligations for its Day Ahead Operating Day Ancillary Services are based on Initial Settlement data only for the purpose of setting up the Day Ahead plan.  After the Operating Day, the AS Obligation calculations are to be adjusted according to actual Metered Load Ratio Share throughout the entire settlement process, in the same manner as Load Imbalance, BENA, etc.

	Sponsor's Reason for Revision
	To eliminate any uncertainty that AS Obligations are to be trued up and to clarify that they are subject to adjustment throughout the entire settlement process. 
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