TAC Recommendation Report


	PRR Number
	561
	PRR Title
	Remove Nuclear and Hydroelectric Generators from Automatic Deployment Software  

	Timeline

(Normal or Urgent)
	Normal
	Recommended Action
	Approval

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

6.7.1.2, Deployment of Balancing Energy when Congestion  Occurs

	Proposed Effective Date
	May 1, 2005

	Priority and Rank Assigned
	n/a

	Revision Description
	This revision directs ERCOT to remove Nuclear and Hydro Electric Resource from any software-driven automatic solution to resolve congestion.  ERCOT, however, retains the right to provide verbal dispatch instructions during an ERCOT emergency when it is deemed that the Hydro or Nuclear Resource in question is uniquely qualified to resolve the problem.

	Overall Market Benefit
	Not known

	Overall Market Impact
	Not known

	Consumer Impact
	Not known

	Credit Impacts:  Has the Credit Workgroup reviewed the PRR?  If so, are there credit impacts? (indicate Yes or No, and if Yes, include a summary of impact)
	Yes.  ERCOT Credit Staff and the CWG have reviewed PRR561 and do not believe it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· ERCOT posted this PRR on 12/9/04.  
· PRS considered PRR561 at its 1/20/05 meeting.
· On 2/10/05, ERCOT posted the Impact Analysis (IA) for this PRR.  PRS reviewed the IA on 2/17/05.

· ERCOT posted an IA for TAC on 2/22/05.

· TAC considered PRR 561 at its 3/3/05 meeting and voted to recommend approval of this PRR.



	PRS Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	PRS voted to recommend approval as revised by ERCOT comments.  There was one opposing vote (Independent Power Marketer (IPM) segment) and five abstentions (IPM, MOU, Consumer segments).

	Summary of PRS discussion
	ERCOT Staff laid out ERCOT’s comments.  Members noted that all tools should be made available to resolve congestion, including hydro resources.  It was also noted that this PRR offers only a temporary fix and that the ultimate solution lies in shadow pricing.  This is, however, complex and costly to implement.  ERCOT Staff committed to evaluate bid limits.



	TAC Recommendation (indicate whether all segments were present for the vote, and the segment of parties that voted no or abstained)
	On 3/3/05, TAC voted to recommend approval of this PRR with one abstention from the IPP Market segment and no nay votes.  All Market segments were present.

	Summary of TAC discussion
	TAC briefly discussed with ERCOT Staff whether this PRR could affect reliability.  ERCOT stated that it would not.



	ERCOT/Market Segment Impacts and Benefits


Instructions: To allow for comprehensive PRR consideration, please fill out each block below completely.  Wherever possible, please include reasons, explanations, and quantitative cost/benefit analyses pertaining to the PRR.  
	
	Impact
	Benefit

	
	Business
	Computer Systems
	

	ERCOT
	None
	None
	Not known

	MARKET SEGMENT                      
	
	
	

	Consumer
	Not known
	Not known
	Not known

	LSE:
General, Including NOIE
	Not known
	Not known
	Not known

	LSE:
CR & REP
	Not known
	Not known
	Not known

	QSE
	Not known
	Not known
	Not known

	Resource
	Not known
	Not known
	Not known

	TDSP
	Not known
	Not known
	Not known


	Original Sponsor

	Name
	Brady Belke

	Company
	LRA

	Segment
	Resource/LSE


	Comments Received

	Comment Author
	Comment Description

	Calpine 121704
	PRR is discriminatory to other forms of generation, would hamper wholesale competition, and would limit the congestion mitigation and redispatch tool.  

	LCRA 010405
	Disputes Calpine’s arguments.

	ERCOT 011305
	Offers revision to ensure that ERCOT has the option to dispatch Nuclear and Hydroelectric resources when no other resource solution is practicable.

	Calpine 011405
	Offers updated comments recommending treatment of non ROR hydroelectric resources.


	Proposed Protocol Language Revision


4.4.20
 Posting of Resource Category Bid Price

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 for QSEs to use 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, except as provided in subsections (2) and (3), below, the RCGUP will be adjusted as follows by adding an UPSHIFT value to the RCGUP calculation:

RCGUPc
=
RCGUPBASE,c + UPSHIFT

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

Where:

c
Resource Category

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

RCGUP
Resource Category Generic Up Price

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

UPSHIFT
The additional amount necessary to shift RCGUP above RCGDP

(2)
The following Resource types are not eligible for an UPSHIFT adjustment.  The BES Up and BES Down prices for these Resource type will be set as follows:

	Resource Type
	RCGUP
	RCGDN

	Nuclear
	
	

	Hydro
	
	

	Qualifying Facilities
	$998
	- $998

	Renewable
	$999
	$0

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


(3)
RMR Resources and Generation Resources scheduled for testing are not eligible for an UPSHIFT adjustment.  QSEs scheduling for RMR Resources and Generation Resources scheduled for testing must use the highest calculated RCGUP and the lowest calculated RCGDP for use in the submitted Resource Plan for such Resources.

(4)
In accordance with Section 6.7.1.2  (14), QSEs representing Nuclear and Hydroelectric units shall submit a Resource Category Bid Price, as specified by ERCOT, high enough such that these units will not be deployed.
(5)
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:

++++++++++++++++++++++++++++++++++++++++++++++++++++

End of Section 4 edits

++++++++++++++++++++++++++++++++++++++++++++++++++++

6.7.1.2
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 the incremental bid premium as specified in Section 4.4.20, Posting of Resource Category Bid.  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 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.

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

(14)
ERCOT shall not automatically redeploy Nuclear and Hydroelectric units using the ERCOT Systems that analyze and resolvetransmission congestion.  ERCOT shall only redeploy Nuclear and Hydroelectric units manually through the use of a VDI if there is no reasonably practicable Resource solution to congestion available.
	[PRR485 and PRR 561: Replace Section 6.7.1.2 (5)-(13) with Section 6.7.1.2 (5)-(13) 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.  For each Resource, a submitted bid premium for Balancing Energy Up must be less than or equal to the Resource Category Generic Bid Limit for Balancing Energy Up deployments; the submitted bid premium for Balancing Energy Down must be greater than or equal to the Resource Category Generic Bid Limit for Balancing Energy Down deployments calculated pursuant to Section 4.4.20, Publication of Resource Category Bid Limits.  With the exception of eligible non-bid Resources [as defined in item (6) below], if a bid premium is not specified in the Resource Plan, ERCOT will set the incremental bid premium equal to the Resource Category Generic bid limit for Balancing Energy Up and the decremental bid premium equal to the Resource Category Generic bid limit for Balancing Energy Down.  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)
A QSE may specify within the Resource Plan that Renewable Resources, Qualifying Facilities, and Loads Acting as a Resource are “non-bid Resources”.  A QSE must specify an RMR unit, a hydroelectric unit, and a nuclear unit as a non-bid Resource.  With the exception of Hydroelectric and Nuclear units, a non-bid Resource may be deployed automatically by the system as necessary to maintain reliability.    To accomplish this, the system will set an incremental price for the non-bid Resources such that the pricing order from lowest to highest for deployment of Balancing Energy Up among the non-bid Resources will be as follows:  RMR, Qualifying Facility, Renewable,  Load Acting as a Resource.  The system will set a decremental price for the non-bid Resources such that the pricing order from lowest to highest for deployment of Balancing Energy Down among the non-bid Resources will be as follows:  Renewable, Qualifying Facility, RMR.

(7)
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.

(8)
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. 

(9)
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.

(10)
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.

(11)
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.

(12)
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.

(13)
If a Resource is specified as a non-bid Resource, then ERCOT will use OOME to determine the amount paid to the QSE in connection with the Resources dispatched to resolve the constraint.
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