Protocols Revision Request


	PRR Number
	567
	PRR Title
	Block Bidding of Ancillary Services

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	4.4.11
Ancillary Services Bid Submittal

	Requested Resolution (Normal or Urgent)
	Normal

	Revision Description
	Revision would allow QSEs to link ancillary service bids across consecutive hours and establish minimum block values that must be selected to clear the bid.

	Reason for Revision
	The current methodology requires QSEs with capacity planned off line the next day the ability to rationally bid that capacity in the ancillary services market.  The current method requires the QSE to collect all start and running costs in the minimum interval potentially selected (1 hour), thus requiring the QSE to bid significantly high for each hour to prevent a loss.

	Credit Implications (Yes or No, and summary of impact)
	No

	

	Timeline

	Date Posted
	1/19/05

	Please see the Master List on the ERCOT website for current timeline information.


	Sponsor

	Name
	Clayton Greer

	E-mail Address
	Clayton.greer@constellation.com

	Company
	Constellation Energy Commodities Group

	Company Address
	1005 Congress Ave.

	Phone Number
	512-921-7013

	Fax Number
	


	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
	Not known
	Not known
	Not known

	MARKET SEGMENT                      
	None required
	None required
	Greater participation in A/S markets

	Consumer
	None
	None
	Potentially lower A/S prices

	LSE:
General, Including NOIE
	None
	None
	Potentially lower A/S prices


	LSE:
CR & REP
	None
	None
	Potentially lower A/S prices

	QSE
	None required
	None required
	Greater participation in A/S markets

	Resource
	None required
	None required
	Greater participation in A/S markets

	TDSP
	None
	None
	None

	
	
	
	


The intent of this language is to allow the QSE to submit bids that specify a minimum award and minimum block of hours to run.  This allows the QSE who may need to start a unit to supply these services, the ability to spread the start costs across a larger number of MW.  It also prevents the potential of a unit being struck in odd hours for the service.

For instance, a QSE needs $10,000 to justify starting a unit.  That QSE in the current market must be able to recover that full amount in the minimum strike for the minimum period allowed by the market.  Since the market can strike a 1 MW minimum for 1 hour, the minimum bid the QSE can submit to guarantee break-even is $10,000/MW.  (This ignores any additional losses the QSE may suffer by supplying excess energy at minimum at a potentially damaging MCPE).  Thus the entity is precluded from bidding into the market without risk of loss.
If, however, that QSE is allowed to submit a bid that requires a 100 MW minimum strike for a minimum of 5 hours, the QSE is now able to bid $10,000/100/5 or $20/MW.  This PRR should therefore allow additional capacity to participate in the A/S markets especially in the off-peak periods when more capacity is scheduled to be off-line.  Greater, rational participation should yield more competitive ancillary service prices. 
The 100 MW maximum block limit is to mitigate any market power an entity may have in a specific ancillary service market.  The size of this limit can be discussed in the PRS meeting.
	Proposed Protocol Language Revision


4.4.11
Ancillary Services Bid Submittal

QSEs may submit, by 1300, Ancillary Service bids to ERCOT for any Ancillary Service market open during the Day Ahead Period.  Submitted bids remain active for any period until:  (a) selected by ERCOT; or (b) automatically expired by software at the time selected by the QSE.

All Ancillary Service bids shall not exceed one thousand ($1,000) dollars per MW for all Resources.

	[PRR414:  Upon implementation of required system changes, the following provisions will be added to 4.4.11, Ancillary Services Bid Submittal:]

Any Ancillary Service bids in excess of one thousand ($1,000) dollars per MW will be rejected by ERCOT.


For Ancillary Service bid, a QSE must provide:

(1)
The market for which the bid is being supplied;

(2)
The period of time for which the bid is submitted;

(3)
A dollars per megawatt price for the capacity bid;

(4)
The quantity of capacity for which the bid price is effective;

(5)
Any ties to other bids in other ERCOT Day Ahead Ancillary Service markets that may require those bids to be removed from those markets if a bid is selected by ERCOT in an earlier clearing market; and

(6)
Expiration time of the bid.

	[PRR496:  Add item (7) to Section 4.4.11 upon system implementation:]

(7)
For a Load Acting as a Resource bids for Responsive Reserve Service and Non-Spinning Reserve Service shall have the option to choose the bid to be awarded only as a complete block at the bid quantity.  Bids requested in this fashion shall be defined as Block Bids.  Block size will be limited to one hundred fifty (150) MWs for both RRS and NSRS.


(8) For Generation Resources, bids for Regulation Up, Regulation Down, Responsive Reserves and Non-Spinning Reserves shall have the option to choose the bid to be awarded at a minimum capacity and/or a consecutive number of operational hours.  The minimum capacity specified in any single bid may not exceed one hundred (100) MW.
	[PRR342: Revise Section 4.4.11, Ancillary Serviced Bid Submittal, as follows upon system implementation and Notice to the Market.]

QSEs may submit, by 1300, Ancillary Service bids to ERCOT for any Ancillary Service market open during the Day Ahead Period.  Submitted bids remain active for any period until:  (a) selected by ERCOT; or (b) automatically expired by software at the time selected by the QSE.

[The following text should be added at the end of 4.4.11 after the numbered list.]

A Responsive Reserve capacity bid tied to a Regulation Up capacity bid may only exceed the Regulation Up capacity bid by X%, as approved by the ERCOT Board.

A Non-Spinning Reserve capacity bid may only exceed Responsive Reserve capacity bid by X%, as approved by the ERCOT Board.
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