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	ERCOT/Market Segment Impacts and Benefits


Instructions:  To allow for comprehensive PRR consideration, please fill out each block below completely, even if your response is “none,” “not known,” or “not applicable.”  Wherever possible, please include reasons, explanations, and cost/benefit analyses pertaining to the PRR.

	
	Impact
	Benefit

	
	Business
	Computer Systems
	

	ERCOT
	Ensure RMR deployment complies with Protocol Section 6.7.8.  This PRR would require ERCOT Compliance to review all unit specific deployments for possible exclusion in calculation of ancillary service performance criteria.  It would also require ERCOT Operations to consider whether additional regulation needs to be procured, if QSEs are not expected to provide regulation when individual units in their portfolios are constrained.
	 Modification to Market Clearing Engine to apply OOM deployment rules to all unit-specific deployments.
	

	MARKET SEGMENT                      
	
	
	

	Consumer
	None
	None
	

	LSE:
General, Including NOIE
	None
	None
	

	LSE:
CR & REP
	None
	None
	

	QSE
	Elimination of pay-as-bid structure and future implementation of Resource-Specific Bid Limits (PRR 485)
	None
	

	Resource
	Elimination of pay-as-bid structure and future implementation of Resource-Specific Bid Limits (PRR 485)
	None
	

	TDSP
	None
	None
	


	Comments


ERCOT offers the following comments to PRR 527.  The comments provide an overview of the market and system changes required by the PRR.

Resource-specific energy deployments issued to resolve Local Congestion fall into two categories of service:  (1) Balancing Energy Service when Congestion Occurs (6.1.1; 6.6.2; 6.7.1.2) and (2) Out-of-Merit Energy (OOME) Service (6.1.11; 6.5.10; 6.7.7).   

Deployments under the first category are issued based on the results of ERCOT’s market tool, the Balancing Energy Service market clearing engine. They are issued to specific Resources using actual Shift Factors and Resource-specific bid premiums, in accordance with the portfolio Balancing Energy Service bid (6.7.1.2(7);  6.5.2).  From May 2002 through July 2003, payment was based on the existence of a Market Solution:  if a Market Solution existed, payment was bid-based according to the “Balancing Energy from a Specific Resource” calculations (7.4.3.1; 7.4.3.2); if no Market Solution existed, payment was cost-based according to the “Energy Payment for OOME Service” calculations (6.8.2.3).   With the suspension of the Market Solution concept, all Resource-specific Balancing Energy Service deployments are currently settled under the cost-based structure, “Energy Payments for OOME Service”, as specified by Section 7.4.3:

 “Balancing Energy for Local Congestion shall be paid in accordance with Section 6.8.2.3, Energy Payments of Out of Merit Energy Service.”  

In April 2004, the ERCOT Board passed PRR 485 which will replace the Market Solution concept.  Deployments will continue to use actual Shift Factors and Resource-specific bid premiums, which will be constrained by posted bid limits.  Once implemented, payment for all bidding Resources will use the bid-based, “Balancing Energy from a Specific Resource” calculations; payment for non-bidding Resources will be paid using the cost-based, “Energy Payment for Out of Merit Energy Service” calculations.

Deployments under the second category of service, OOME Service, are considered “command and control actions” (5.6.1).  As stated in this Protocol Section, ERCOT is required to “utilize market tools as prescribed in these Protocols before implementing command and control actions, such as OOMC, OOME, or RMR Service” and is to be used only when necessary to “provide reliable ERCOT system operation” (6.5.10). OOME Service deployments must also follow the conditions specified in 6.7.7, Deployment of OOME Service. All Resources providing OOME are paid based on cost in accordance with 6.8.2.3, “Energy Payment for Out of Merit Energy Service.”

The intent of the proposed modification to the OOM definition is to define all deployments to generating units as OOM instructions.  Therefore, it is ERCOT’s understanding that the proposed modification would result in the following:

· OOME Service would be the only type of service used to resolve Local Congestion.

· All unit-specific deployments would be paid under the cost-based structure in accordance with 6.8.2.3.  

· Modifications to the Balancing Energy market clearing engine would be required to apply the OOM-specific conditions, including the adherence to the unit ramp rate, to all unit-specific deployments.  

Assuming that the above understanding is correct, Section 6.7.1.2 Deployment of Balancing Energy when Congestion Occurs would also need to be revised if this PRR is approved.  References to payment in 6.7.1.2 (9) and 6.7.1.2(10) specifically need to be revised.  Additionally, the following questions should be considered:

· Since OOM is not bid-based, should the Operational Model consider portfolio Balancing Energy bids and portfolio Balancing Energy ramping capabilities when resolving Local Congestion? 

· Since OOM is not bid-based, should the Operational Model consider Resource-specific premiums when resolving Local Congestion, or only consider the Resources’ actual Shift Factors?

· How should the Operational Model account for RMR Service since Section 6.7.8 (2) requires ERCOT to consider RMR Units prior to issuing OOME?

In addition, the Protocols use the term “OOME Service” when referring to deployments and payment.   Therefore, the OOME Service description in Section 6.1.11 should also be modified to be consistent with the language in the proposed OOM definition.  According to Section 6.1.11, OOME Service includes all deployments issued to Resources, with or without submitted bid premiums, when no Market Solution exists for resolving Congestion or in declared emergencies.  Though the Market Solution concept is currently suspended, the language should be revised to apply the service to all deployments to generating units used to resolve Local Congestion.  

Changing this definition increases the exclusions allowed for ancillary service performance monitoring in 6.10.6.  ERCOT does not presently exclude periods when unit specific balancing deployments (Category 2, 3 or 4 balancing instructions) are deployed; it does exclude those OOME instructions as defined in Protocol Section 6.7.7 that are not issued by the BES market clearing engine and Verbal Dispatch Instructions.  This market has been designed with regulation and responsive reserve awarded as portfolio services, not individual unit services.  

ERCOT has seen recent declines in its frequency control performance.  Exclusion of additional failed intervals from QSE regulation performance monitoring will not improve ERCOT’s ability to manage frequency, as those QSEs who receive unit specific instructions would not be expected to move other Resources in their portfolio per this change of OOME definition.   This may be a legitimate concern where a portfolio has few units; however, the existing 10 minute regulation performance criteria in Section 6.10.5.3 already allows 10% non-performance during the month.  

It is challenging to attempt to prepare an Impact Analysis until more of the ramifications of the proposed change are discussed and worked out.  Therefore, ERCOT has not prepared an Impact Analysis on this proposed change.

	Proposed Protocol Language Revision


2
Definitions and Acronyms

2.1
Definitions

Out of Merit Order (OOM)

The selection of Resources for Ancillary Services that would otherwise not be selected to operate because of their place (or absence) in the bidding process for that service.  This includes all generating unit specific deployment in order to relieve local congestion.
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