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	PRR Title
	Simplified Three Part Bidding for Ancillary Services

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	

	Requested Resolution (Normal or Urgent)
	Normal

	Revision Description
	PRR would create Startup and Minimum Loading offer parameters as well as minimum run time, minimum down time and minimum and maximum strikes on Ancillary Service offers.

	Reason for Revision
	This PRR would allow 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.  This will reduce costs for Ancillary Services significantly in the market by mitigating the risk associated with these components of unit operation.
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The following represents comments previously provided with the addition of concerns raised during the 567PRR Task Force meeting held on June 15. 
One option that was raised in the meeting but not included in the text of the Protocols below was to change the value “MCPC” to include the uplift portion on a per MW basis.  Therefore the MCPC would be the total value charged to load, but the payment made to generators would be the shadow price of each service plus a make whole amount due for the bid.  If such a change is desired to maintain appropriate contractual relationships, the variables and formulas can be changed prior to the TAC.
The intent of this language is to allow the QSE to submit bids that specify start costs, minimum running costs, minimum run times, minimum down times and minimum and maximum capacity.  This will enable QSEs to rationally bid these components of unit operations or to strike contractual instruments the QSE may control.
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 guarantees the recovery of startup and minimum running costs, the QSE can bid competitive operational costs for capacity and know that at a minimum these costs will be recovered.  From the standpoint of the market, bids of this type will only be struck if total costs (including any make whole costs related to start up and minimum running offers) are reduced.  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. 
Since the recovery cost for QSE is guaranteed, there is the likelihood that some make-whole costs will be generated.  The PRR proposes that these costs be spread to those who purchase capacity from the A/S market as they are the ones receiving the benefit of the lower capacity prices.  The PRR also proposes those costs be spread through the day evenly to avoid overlap of allocation in hours where multiple units may be started.  It is important to note that the systems will only call units that create these make-whole payments if the total cost (including the make-whole) is less than the next best market alternative.
The 400 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.
Regulation Down service will not be co-optimized with this PRR.  It’s my understanding that current system design doesn’t allow Reg. Dn. to be included with the simultaneous clearing engine.  It appears that inclusion of Reg. Dn. may be too difficult to incorporate. 
	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.
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	Proposed Protocol Language Revision


2.1
Definitions

Maximum Capacity
A value in MW that may be submitted with Ancillary Services bids.  Bids using this parameter may only be struck if the quantity struck is equal to or less than the value submitted with the bid.

Minimum Capacity
A value in MW that may be submitted with Ancillary Services bids.  Bids using this parameter may only be struck if the quantity struck is equal to or greater than the value submitted with the bid.

Minimum Running Cost
A cost in $/hr that may be submitted with Ancillary Services bids.  This cost is guaranteed to be paid in whole or in part if the bid is struck in the Ancillary Services market and the revenues from the market are insufficient to fully recover the cost.

Minimum Running Time
A span in hours that may be submitted with Ancillary Services bids.  Bids using this parameter may only be struck for a period of consecutive hours equal to or greater than the value submitted with the bid.

Startup Costs
A cost in $/start that may be submitted with Ancillary Services bids.  This cost is guaranteed to be paid in whole or in part if the bid is struck in the Ancillary Services market and the revenues from the market are insufficient to fully recover the cost.
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 bids, 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.


For Responsive Reserve, Regulation Up and Non-Spin Ancillary Service bids, a QSE may provide:
(1)
Startup Costs in dollars per start, not to exceed 20,000 MMBtu * FIP (default is $0);

(2)
Minimum Running Costs in dollars per hour, not to exceed 2,000MMBtu * FIP (default is $0);

(3)
Minimum Running Time in hours, (default is 1 hour);

(4)
Minimum Down Time in hours, (default is 1 hour);

(5)
Minimum Capacity in megawatts will be set to  zero (0) MW, except for LaaRs whose minimum can’t exceed the Maximum Capacity; and
(6)
Maximum Capacity in megawatts offered per service if non-default values have been entered for any of the items 1-4 above.  Not to exceed 400 MW for Reg Up.  Not to exceed 200MW of Responsive.  Not to exceed 600 MW for Non-Spin. (no default).
4.5.9
Available Bids for Ancillary Services in the Adjustment Period

QSEs may submit, change, or delete Ancillary Services bids throughout the Adjustment Period.  Bids containing optional components described Section 4.4.11, Ancillary Services Bid Submittal with values other than the default values will not be considered in the Adjustment Period Ancillary Services Market.
4.5.9.1
Resubmittal of Bids for Ancillary Services in the Adjustment Period

If a QSE resubmits a bid for an Ancillary Service that it submitted in a previous market for the same Ancillary Service, but was not selected, the resubmitted bid must meet the following criteria to be considered a valid bid in the subsequent market:

(1)
The bid quantity may not be less than the quantity of the bid from the previous market, unless that QSE has not resubmitted any of the higher priced bids that were not selected in the previous market; 
(2)
The bid must be priced equal to or less than the price of the bid not selected from the previous market; and
(3)
The bid may not contain values for the optional components listed in Section 4.4.11, Ancillary Services Bid Submittal, other than the default values.
4.5.9.2
Submittal of New Bids for Ancillary Services in the Adjustment Period

If an individual QSE submits Ancillary Services bids in the Adjustment Period that, in total, are greater in quantity than that QSE’s total quantity of bids that were not selected in a previous market, the incremental amount of Ancillary Services bid may be submitted at any price.

In the event ERCOT notifies Market Participants that additional Ancillary Services are needed, only bids that were submitted before the Notice are eligible.  Once the Notice is given, no further bids are eligible for that procurement.  QSEs may change or delete any bids submitted or resubmitted during the Adjustment Period, prior to ERCOT’s Notice of need for additional Ancillary Services, subject to the restrictions of Protocols Sections 4.5.9.1 or 4.5.9.2.
New bids may not contain values for the optional components listed in Section 4.4.11, Ancillary Services Bid Submittal, other than the default values.
6.3.1
ERCOT Responsibilities

(11)
ERCOT will provide that Market Clearing Prices and costs related to make-whole payments 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.

6.6.2
Competitive Procurement of Ancillary Service Resources by ERCOT

(1)
Except where stated to the contrary in these Protocols, ERCOT shall, to the extent the Ancillary Service Resource bids are available, use competitive procurement processes to procure sufficient Ancillary Service Resources to meet the requirements specified in these Protocols.

(2)
QSEs may submit bids to provide Regulation Down, Regulation Up, Responsive Reserves, and Non-Spinning Reserves, as part of the Scheduling Process in accordance with Section 4, Scheduling.

(3)
QSEs offering Balancing Energy Up, Balancing Energy Down, and Replacement Reserves can offer bids through the Adjustment Period, in accordance with Section 4.5, Adjustment Period Scheduling Process.

(4)
QSE’s bids to provide Ancillary Services will continue to be valid until withdrawn by the QSE prior to the market clearing or the market is cleared.  Bids may not be withdrawn during bid evaluation by ERCOT as described in Scheduling Sections 4.4 Day Ahead Scheduling Process and Section 4.5 Adjustment Period Scheduling Process or after the bid is selected.

(5)
QSEs may only submit bids from that portion of any Resource not used to provide capacity and energy to Supply the Resources in the QSE’s Balanced Schedule.

	[PRR342: Add (6) & revise (7) under Section 6.6.2 as follows upon system implementation and Notice to the Market.]

(6)
ERCOT will determine the MCPC of each interval for Regulation Up, Responsive Reserve and Non-Spinning Reserve using an optimized simultaneous selection process, honoring all optional parameters provided with bids, in order to minimize the overall cost of these Ancillary Services.  ERCOT will determine any make-whole amounts due to QSEs for bids awarded with Startup Costs or Minimum Running Costs that weren’t covered by the capacity payments made to the QSEs for these bids.  The MCPC for RGS Up, RRS and NSRS will represent the marginal value of each capacity product, that is, the rate at which system costs could be decreased or increased by slightly increasing or decreasing, respectively, the amount of the product being made available. 
(7)
Other than as specified for Congestion Management, ERCOT shall select Replacement Reserve and Regulation Down bids based on the lowest bid for each service.


(7)
Other than as specified for Congestion Management, ERCOT shall select Ancillary Services capacity based on the lowest Ancillary Service bids, including capacity bids for RGS Up, RGS Down, RRS, NSRS, and RPRS.  For each of RGS Up, RGS Down, RRS, NSRS and RPRS, ERCOT will determine a MCPC for each settlement period as specified in Section 6.6 Selection Methodology.

(8)
Other than as specified for Congestion Management, ERCOT shall Dispatch energy from the Balancing Energy Service bids based on price Merit Order and the requirements specified in Section 5, Dispatch Instructions.

(9)
For Congestion Management, ERCOT shall, if possible, resolve all Congestion using the Balancing Energy Service by Congestion Zone.

(10)
ERCOT shall establish, through an annual competitive procurement process, annual agreements with Resources needed to provide Black Start capability.

6.6.3.1
General Procurement Requirements

(1)
ERCOT shall conduct daily the Day Ahead bidding process for the purpose of procuring the quantities of Resources as specified in the Ancillary Services Plan for all Operating Hours of the next Operating Day to provide Regulation Up, Regulation Down, Responsive Reserves, and Non-Spinning Reserves.

(2)
ERCOT shall procure Resources in the Day-Ahead market sequentially for each hour of the next Operating Day, in the following order: Regulation – Down, Regulation – Up, Responsive Reserves, and Non-Spinning Reserves.  ERCOT will also procure Replacement Reserves, if needed, prior to the end of the Day Ahead market, in accordance with Section 4.4.19 Decision to Extend Day-Ahead Scheduling Process to Two-Day-Ahead Scheduling Process.

	PRR342: Revise (2) under Section 6.6.3.1 upon system implementation and Notice to the Market.

(2)
ERCOT shall procure Regulation Up, Responsive Reserve and Non-Spinning Resources in the Day-Ahead market simultaneously, for all hours of the next Operating Day such that the overall cost of these Ancillary Services are minimized honoring the bidding constraints provided by the QSEs.  ERCOT will also procure Regulation Down and Replacement Reserves, if needed, prior to the end of the Day Ahead market.


(3)
ERCOT will procure the amount of each service specified in the Ancillary Service Plan, less the amount self-arranged, without substituting one service for a different service.

(4)
A QSE may offer the same Resource capacity into any or all of the Ancillary Services markets simultaneously.  A QSE may specify different capacity bids from a single Resource for each of the Ancillary Service markets into which the Resource is bid in compliance with Section 4, Scheduling.

	PRR342: Add (5) under Section 6.6.3.1 upon system implementation and Notice to the Market.

(5)
When the same Resource capacity is simultaneously offered for more than one of RGS Up, RRS and NSRS ERCOT will select the service for which the capacity will be awarded such that the overall cost of these Ancillary Services is minimized.


(6)
For each Ancillary Service procurement process, ERCOT shall select capacity bids submitted by QSEs, such that:

(a)
After adjusting for self-arranged Resources, the total amount of capacity procured by ERCOT meets the Ancillary Services Plan requirements; and

(b)
For each of RGS Up, RGS Down, RRS, and NSRS, bids will be arranged in ascending order by price in a Bid Stack.  For each of these Ancillary Services, ERCOT will procure required quantities by selecting capacity in ascending order starting from the lowest priced bid.  ERCOT will continue this selection process to obtain the required quantity of each of these Ancillary Services.  For each Ancillary Service, if selection of the marginal capacity block will exceed ERCOT’s required Ancillary Service quantity, ERCOT will select a portion of this capacity block as the actual marginal AS quantity accepted.

	PRR342 and PRR496: Revise (b) & add (c) under Section 6.6.3.1(6) upon system implementation and Notice to the Market.

(b)
For each of RGS Up bid as well as RRS and NSRS bids will be evaluated and cleared such that the overall cost of these Ancillary Services including any make-whole payments due to QSEs is minimized
(c)
For RGS Down, ERCOT will procure required quantities by selecting capacity in ascending order starting from the lowest priced bid.  ERCOT will continue this selection process until the required quantity of RGS Down is obtained.


(d)
In the case where multiple bids have the same total cost for the selection of RGS Up, RGS Down, RRS and NSRS Ancillary Services, selection shall be awarded based on the bids with the earliest submitted time stamp.

	 
(e)
In the case where a bid containing Startup Costs or Minimum Running Costs is struck, but no capacity is procured for specific intervals in the period for which the bid is struck, the Minimum Running Costs will be paid and 0 MW awarded for the service in those intervals.


(7)
ERCOT shall deduct any Resource capacity accepted in one of the Ancillary Service procurement auctions from the capacity that is available for procurement in the subsequent Ancillary Service procurement auction if the QSE has indicated that the Resource capacity bids are linked.

	PRR342: Revise (7) under Section 6.6.3.1 upon system implementation and Notice to the Market.

(7)
ERCOT shall deduct any Resource capacity accepted in one of the Ancillary Service procurement auctions from the capacity that is available for procurement in any subsequent Ancillary Service procurement auction if the QSE has indicated that the Resource capacity bids are linked.


(8)
ERCOT shall determine an hourly MCPC for each of the following Day-Ahead Ancillary Service markets:  Regulation Up, Regulation Down, Responsive Reserves and Non-Spinning Reserves.  The hourly MCPC shall equal the highest-priced capacity reservation bid accepted in the Day Ahead market by ERCOT for that Ancillary Service for the hour.

(9)
If the MCPC cannot be calculated by ERCOT, the MCPC for the particular Ancillary Service shall be deemed to be equal to the MCPC for that Ancillary Service in the same Settlement Period of the preceding Operating Day.

(10)
For each of RGS Up, RGS Down, RRS and NSRS, for each hour of the next Operating Day, ERCOT will post the quantity of capacity procured, the MCPC for the Day Ahead market, and any make-whole amounts generated by the market.

(11)
ERCOT will be capable of using the MCPC for Non-Spinning Reserve as the MCPC for Regulation Up and/or the MCPC for Responsive Reserve.  Similarly, the MCPC for Responsive Reserve could be used for Regulation Up.  ERCOT shall not substitute prices until a determination of the conditions to allow substitution of prices from one service to another is approved by the ERCOT Board.

6.8.1.1
Payments for Ancillary Service Capacity

(1)
A QSE whose bid to provide an Ancillary Service Resource to ERCOT is accepted in a particular market in ERCOT’s Day-Ahead and Adjustment Period Ancillary Service procurement process shall be paid for services other than RPRS the amount (in megawatts) of Ancillary Service capacity accepted by ERCOT in that market, multiplied by the MCPC in that market for the Operating Hour plus any make-whole amounts due the QSE caused by unfunded Startup Costs and Minimum Running Costs.
6.8.1.16
Make-Whole Payment to QSE for Startup Costs and Minimum Running Costs 
(1)
A QSE whose bid included Startup Costs and/or Minimum Running Costs will be paid a make-whole payment for any portion of these bid components that are not otherwise paid by margins received in the Ancillary Service market.  That amount shall equal:

MWPqb =
-1 * Max [0, (SCqb* SNqb  + Σ [MRCqbi]i - CBqb)]
Where:

CBqb
Clawback amount per QSE per three part bid

MRCqbi
Minimum Running Costs per QSE per three part bid per interval
MWPqb
Make-whole payment per QSE per three part bid

SCqb
Startup Cost per QSE per three part bid

SNqb
Number of awarded starts in the day

The clawback amount shall be determined by taking the difference between the Market Clearing Price of capacity and the offer price of the QSE for each Service the specific bid was awarded times the capacity quantity for which the bid was awarded.
CBqb =
Σ [CRUqib * ( MCPCRUi - BPRUqib)] i + Σ [CRRqib * ( MCPCRRi - BPRRqib)] i  + Σ [CNSqib * ( MCPCNSi – BPNSqib)] i
Where:

BPNSqib
QSE bid price for Non-Spinning Reserve Service corresponding to the bid award per interval per bid


BPRRqib
QSE bid price for Responsive Reserve Service corresponding to the bid award per interval per bid

BPRUqib
QSE bid price for Regulation Up Service corresponding to the bid award per interval per bid

CNSqib
Non-Spinning Reserve Service award quantity per QSE per interval per bid


CRRqib
Responsive Reserve Service award quantity per QSE per interval per bid

CRUqib
Regulation Up Service award quantity per QSE per interval per bid
CBqb
Clawback amount per QSE per bid

MCPCNSi
Market Clearing Price for Capacity for Non-Spinning Reserve Service

MCPCRRi
Market Clearing Price for Capacity for Responsive Reserve Service per interval

MCPCRUi
Market Clearing Price for Capacity for Regulation Up Service per interval
6.9.1.6
Make-whole Cost Charge

(1)
All make-whole payment costs to QSEs shall be allocated to Entities who purchase Ancillary Services in the Day Ahead market based on the financially weighted average of each QSE’s total purchases.
MWAq =
-1 * MWT * (LARUq + LARRq + LANSq)/(LARU + LARR + LANS)
Where:

LANS
Load Allocation charge for Non-Spinning Reserve Service for all QSEs for the Operating Day

LANSq
Load Allocation charge per QSE for Non-Spinning Reserve Service for the Operating Day



LARR
Load Allocation charge for Responsive Reserve Service for all QSEs for the Operating Day

LARRq
Load Allocation charge per QSE for Responsive Reserve Service for the Operating Day

LARU
Load Allocation charge for Regulation Up Service for all QSEs for the Operating Day

LARUq
Load Allocation charge per QSE for Regulation Up Service for the Operating Day
MWAq
Make-whole allocation per QSE
MWT
Total make-whole costs for the Operating Day
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