ERCOT Board Action


	PRR Number
	475PRR
	PRR Title
	Unit-Specific Deployment Based on Generic Cost

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	4.4.20, Posting of Resource Category Bid Price [new]

6.7.1.2, Deployment of Balancing Energy when Congestion Occurs

	Effective Date
	January 1, 2004

	Priority & Rank Assigned
	N/A

	Summary of Impact Analysis
	No long-term staffing impacts; staffing and business practices impacts upon initial set-up; no computer systems or operating practices impacts; operational benefits exist when units are selected in a manner resulting, presumably, in more reasonable costs for Local Congestion management; allowing more effective units to be selected in resolving Local Congestion. 

	Revision Description
	WMS passed a motion to set unit-specific bid limits based on a modified generic cost structure.  Prior to the implementation of this motion, in the interim, WMS voted to develop and process on an urgent timeline a PRR to set unit-specific bid prices based on generic cost plus zero percent (0%).

	Benefit
	Currently, units are deployed based on the up and down bid premiums submitted in the Resource Plan.  With the removal of Market Solution, units are paid based on generic cost for all instructions.  Implementing this PRR would bring deployment in line with settlement payments, deploy the more economical units in instances of Local Congestion, and result in lower Uplift cost.

	PRS Recommendation
	PRS recommended approval of PRR475 as submitted.

	TAC Recommendation
	TAC recommended approval of PRR475 as recommended by PRS and revised by ERCOT comments on the PRS Recommendation Report.

	Board Action
	Board approved PRR475 as recommended by TAC.


	Sponsor

	Name
	Lori Johnson, on behalf of WMS

	E-mail Address
	ljohnson@ercot.com

	Company
	ERCOT

	Company Address
	2705 West Lake Drive  Taylor, TX

	Phone Number
	512-248-3956

	Fax Number
	512-248-6560


	Proposed Protocol Language Revision


4 Scheduling

4.4 Day Ahead Scheduling Process

4.4.20 Posting of Resource Category Bid Price [new]
Two Business Days prior to the end of the month, ERCOT will calculate and post the Resource Category Generic Price for Balancing Energy Up deployments(RCGUP) and the Resource Category Generic Price for Balancing Energy Down deployments(RCGDP) by Resource Category to be used by QSEs as the Resource specific bid premiums submitted in their Resource Plans for the following month.  ERCOT will calculate the RCGUP and RCGDP  based on the Resource Category Generic Fuel Cost specified in Section 6.8.2.1, Resource Category Generic Costs, item (3), using the average of the FIP from the previous month.  

(1) In order to eliminate overlap between the RCGUP and RCGDP, the RCGUP will be shifted as follows: 

RCGUPc   = 
RCGUPBASE,c + UPSHIFT

UPSHIFT =     max(RCGDP)c – min(RCGUPBase)c + 0.01

Where

c:


Resource Category

RCGUP:

Resource Category Generic Up Price

RCGUPBASE:
Base Resource Category Generic Up Price following Resource Category Generic Fuel Cost calculation

RCGDP:

Resource Category Generic Down Price following Resource Category Generic Fuel Cost calculation

UPSHIFT:

The additional amount necessary to shift RCGUP above RCGDP
(2) The following Resource types will be considered exceptions and will not be considered in the calculation of UPSHIFT.  The up and down prices for each Resource type will be set as follows:

	Resource Type
	RCGUPBase
	RCGDN 

	Nuclear
	$ 996
	$ -996

	Hydro
	$ 997
	$ -997

	Qualifying Facilities (‘QF’)
	$ 998
	$ -998

	Renewable
	$ 999
	$ 0

	Load Acting as a Resource
	$ 1,000
	$ -1,000


(3) Generation Resources scheduled for testing will also be considered exceptions.  QSEs may use the highest calculated RCGUP and RCGDP for use in the submitted Resource Plan for such Resources.
(4) In order to avoid oscillation between Resources with the same cost category at the same plant, a QSE may alternatively add and subtract from the posted RCGUP and RCGDP in increments of $0.01 for use in the submitted Resource Plan for each Resource, such that the following holds true:

SUM (IBPu – RCGUPu)p = 0

SUM (DBPu – RCGDPu)p = 0

Where



p:


Plant

u:


Unit at Plant p

IBPu:


Submitted Resource specific incremental bid premium in Resource Plan for unit, u

DBPu:


Submitted Resource-specific decremental bid premium in Resource Plan for unit, u

RCGUPu:

Resource Category Generic Up Price for unit, u

RCGDPu:

Resource Category Generic Down Price for unit, u

5 Ancillary Services

5.1 Deployment Policy

5.1.1 Deployment of Balancing Energy

5.1.1.1 Deployment of Balancing Energy when Congestion Occurs

(1) If the Operational Model indicates there is Zonal Congestion, ERCOT will separate the Balancing Energy Service bids into a Bid Stack for each Congestion Zone.

(2) ERCOT will use the Operational Model to determine the amount and location of Balancing Energy deployment for clearing Zonal Congestion as well as balancing the system.

(3) Except as stated in item (4) below, ERCOT will deploy Balancing Energy bids within a zone in bid price Merit Order.

(4) ERCOT may form specific Resource prices for both incrementing and decrementing a specific Resource to resolve Local Congestion.

(5) As part of the submittal of the Resource Plan for each Resource at a plant, QSEs may specify bid premiums by Resource;  such bid premiums must be based on the Resource Category Generic Price for Balancing Energy Up deployments (RCGUP) and the Resource Category Generic Price for Balancing Energy Down deployments (RCGDP) published by ERCOT pursuant to Section 4.4.20, Posting of Resource Category Bid.  Resource-specific incremental prices will be formed by ERCOT by adding the incremental bid premium as specified in Section 4.4.20, Posting of Resource Category Bid, to the MCPE of the Congestion Zone.  The Resource-specific premium price will not be less than the bid premium.  Resource-specific decremental prices will be the decremental premium specified in Section 4.4.20, Posting of Resource Category Bid.
(6) The actual Shift Factors with respect to the Local Congestion of Resources’ individual incremental and decremental prices from above are used to determine the most economical deployment of individual Resources to solve Local Congestion.

(7) ERCOT will instruct QSEs to deploy Balancing Energy 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 deployment of Resource specific Balancing Energy Service must be in equal incremental and decremental amounts.  The decremental amount will be selected such that it does not adversely affect any other constraint.

(8) The Dispatch Instruction will specify the current output level, the amount of Balancing Energy Service, and the range of acceptable operation of the specific Resource.

(9) If a Market Solution exists for an incremental Resource-specific instruction, the QSE will be paid the incremental premium specified, times the difference in megawatts between the Resource’s current output level and the minimum of the allowed range specified in the Dispatch Instruction at the time of receipt of the Dispatch Instruction for all hours or portions of an hour the Resource is individually dispatched.

(10) If a Market Solution exists for a decremental unit-specific Dispatch Instruction, the QSE will be paid the product of:  1) the difference in MCPE minus the decremental premium specified, times 2) the Instruction for all hours or portions of an hour the Resource is individually dispatched.

(11) QSEs shall first meet the specific Resource deployment performance requirements of Section 6.10.7, Individual Resource Dispatch Performance and then provide the Balancing Energy Service deployment instructed pursuant to Section 6.7.1, Deployment of Balancing Energy Service.  In the event that a QSE is unable to provide the Balancing Energy Service due to a specific Resource deployment then the QSE will follow the notification procedures established in Section 5, Dispatch.

(12) If a Market Solution does not exist, then ERCOT will use OOME to price the Resources dispatch to resolve the constraint.

(13) The QSEs providing Balancing Energy Service shall meet the deployment performance requirements specified in Section 6.10.4, Ancillary Services Deployment Measures.

[PRR359 & PRR424: Replace Subsection 6.7.1.2(5)-(12) as follows when the system change is implemented.]

(5) As part of the submittal of the Resource Plan for each Resource at a plant, QSEs may specify bid premiums by Resource using the Resource Category Generic Price for Balancing Energy Up deployments (RCGUP) and the Resource Category Generic Price for Balancing Energy Down deployments (RCGDP) published by ERCOT pursuant to Section 4.4.20, Posting of Resource Category Bid.  Resource-specific incremental prices will be the incremental bid premium specified by the QSE based on the Resource Category Generic Price for Balancing Energy Up and the Resource-specific decremental prices will be the decremental premium specified by the QSE based on the Resource Category Generic Price for Balancing Energy Down.

(6) The actual Shift Factors with respect to the Local Congestion of Resources’ individual incremental and decremental prices from above are used to determine the most economical deployment of individual Resources to solve Local Congestion.

(7) ERCOT will instruct QSEs to deploy Balancing Energy Service from a specific Resource through the issuance of a Dispatch Instruction for each Resource using the most economical solution to resolve the Local Congestion.

(8) The Dispatch Instruction will specify the instructed output level, the amount of Balancing Energy Service, and the range of acceptable operation of the specific Resource.

(9) If a Market Solution exists for an incremental Resource-specific instruction, the QSE will be paid in accordance with Section 7.4.3.1, Balancing Energy Up from a Specific Resource.

(10) If a Market Solution exists for a decremental unit-specific Dispatch Instruction, the QSE will be paid in accordance with Section 7.4.3.2, Balancing Energy Down from a Specific Resource.

(11) QSEs shall first meet the specific Resource deployment performance requirements of Section 6.10.7, Individual Resource Dispatch Performance and then provide the Balancing Energy Service deployment instructed pursuant to Section 6.7.1, Deployment of Balancing Energy Service.  In the event that a QSE is unable to provide the Balancing Energy Service due to a specific Resource deployment then the QSE will follow the notification procedures established in Section 5, Dispatch.

(12) If a Market Solution does not exist, then ERCOT will use OOME to determine the amount paid to the QSE in connection with the Resources dispatched to resolve the constraint

	PRR Evaluation

	Non-ERCOT Market Comparison
	No Comparison conducted.

	

	Comments Author
	Comments Summary

	Calpine
	Changes from WMS meeting.

	ERCOT
	Clarifications to original PRR.


	Sponsor's Revision Description
	WMS passed a motion to set unit-specific bid limits based on a modified generic cost structure.  Prior to the implementation of this motion, in the interim, WMS voted to develop and process on an urgent timeline a PRR to set unit-specific bid prices based on generic cost + 0%.

	Sponsor's Reason for Revision
	Currently, units are deployed based on the up and down bid premiums submitted in the Resource Plan.  With the removal of Market Solution, units are paid based on generic cost for all instructions.  Implementing this PRR would bring deployment in line with settlement, deploy the more economical units in instances of Local Congestion, and result in lower Uplift cost.
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