Protocols Revision Request


	PRR Number
	614
	PRR Title
	Balancing Bids for Replacement Capacity 

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	6.6.3.2.1
Specific Procurement Process Requirements for Replacement Reserve Service in the Adjustment Period

	Requested Resolution (Normal or Urgent)
	URGENT

	Revision Description
	Requires a unit awarded RPRS to bid mw into the Balancing Energy market that conform to the high and low limits of the unit.

	Reason for Revision
	Under the current boxed Protocol language to go into effect upon implementation of the Replacement Reserve Market, a QSE that is awarded RPRS capacity must bid the entire output of the unit into the balancing market regardless of unit limitations, specifically the Low Sustainable Limit of the unit. This protocol change aligns the balancing bidding requirements for RPRS with those found under OOMC.

	Credit Implications (Yes or No, and summary of impact)
	None.  The PRR does not require any major system changes, it simply modifies the bidding requirements of the QSE that is awarded RPRS

	

	Timeline

	Date Posted
	6/30/2005

	


	Sponsor

	Name
	Kristy Ashley

	E-mail Address
	Kristy.ashley@exeloncorp.com

	Company
	Exelon

	Company Address
	1005 Congress Suite 880 – Austin TX

	Phone Number
	512-470-9696

	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
	none
	none
	Improved accuracy of BES bids received. 

	MARKET SEGMENT                      
	
	
	

	Consumer
	none
	none
	unknown

	LSE:
General, Including NOIE
	none
	none
	unknown

	LSE:
CR & REP
	none
	none
	unknown

	QSE
	Practical bidding behavior on units awarded RPRS capacity
	none
	Practical bidding behavior on units awarded RPRS capacity

	Resource
	Practical deployments that respect unit limits
	none
	Practical deployments that respect unit limits

	TDSP
	none
	none
	none


	Proposed Protocol Language Revision


Under the current boxed language in the Protocols, a QSE awarded RPRS must bid all of the unit capacity into the balancing market without regard to unit limits.  This has a negative impact for both small and large portfolios.  The single unit portfolio which was awarded RPRS has nothing to back down to make room for the awarded unit to get to low sustainable Load.  Bidding all mw from 1 to full output would be impossible to deploy.  The larger portfolios, that have units scheduled to run in addition to an RPRS awarded unit, must back down a potentially much more efficient unit in order to get the awarded unit to the Low Sustainable Limit.  This PRR aligns the bidding requirement to those found in the OOMC language of the protocols. 

6.6.3.2.1
Specific Procurement Process Requirements for Replacement Reserve Service in the Adjustment Period

	[PRR413, PRR491 & PRR594:  Replace Section 6.6.3.2.1 paragraphs (3)-(15) with the following upon system implementation.  (This effectively deletes paragraph (3), (6), and (8) (c) above, renumbers the paragraphs accordingly, and revises the wording.)]

(3)
RPRS procurement produces an optimum solution for the whole Operating Day.  The RPRS procurement resolves Local Congestion problems first and then resolves capacity inadequacy and Zonal Congestion problems simultaneously.  The solution of the RPRS is a result of ERCOT performing analysis of the current physical system operations for each hour to recognize potential transmission constraints that would require Resources not currently planned to be available.  The purpose and use of the RPRS procurement is to provide capacity from which energy would be available to solve the following system security violations:

(a)
ERCOT System capacity insufficiency using any RPRS bid;

(b)
Zonal Congestion using the RPRS bids by Congestion Zone in bid price Merit Order and the current physical system operations in the ERCOT System; and

(c)
Local Congestion using Resource Category Generic Cost and the current physical system operations in the ERCOT System.

(4)
ERCOT will solve security violations using a transmission security-constrained mathematical optimization application.  The application will solve as if each bid can be proportioned into individual MW bids.  The objective of the optimization is to minimize the total cost, based on Resource Category Generic Cost, capacity price, operation price, and Resource Shift Factors, as described in Section 4.4.16, ERCOT Receipt of Replacement Reserve Service Bids, as well as lead time, minimum up time, and minimum down time captured through the registration process, for the whole Operating Day while satisfying all the security constraints for each hour.

(5)
The costs associated with resolving system security violations will be identified separately into the following categories:  capacity inadequacy, Zonal Congestion, and Local Congestion.

(6)
The Market Clearing Prices on the capacity insufficiency, CSC constraint, and Operational Constraint will represent the marginal cost for the solution of each constraint and will be produced as an output of the mathematical optimization application.  The output of the application will be as follows:

(a)
The marginal cost (Shadow Price of the power balance constraint) to solve system insufficiency defines MCPC for insufficiency.

(b)
The marginal cost (Shadow Price of the CSC constraint) to solve a CSC constraint defines the Congestion price of the CSC constraint.

(c)
The bidder of RPRS shall be paid the higher of RPRS bid price (as defined in Section 6.8.1.10, Zonal or System Wide Replacement Reserve Service Capacity Payment to QSE) and MCPC of the Congestion Zone unless the bid has been selected to solve Local Congestion.  Resources taken to solve Local Congestion shall be paid in accordance with the Local Congestion Replacement Reserve formula in Section 6.8.1.11, Local Congestion Replacement Reserve Payment to QSE.

(7)
QSEs whose schedules have impacts on CSCs according to the Commercial Model (using zonal Shift Factors at the time of RPRS procurement for each Zone) shall be charged Congestion costs associated with the impact.

(8)
The costs of resolving Local Congestion are based on the amount of capacity required to solve Local Congestion.  This cost will be tracked by specific constraint to aid the determination of the potential addition to the constraint as a CSC.

(9)
If all of the cost of RPRS is not allocated by one of the above methods, then the allocation will be uplifted to all QSEs based on the Load Ratio Share for the relevant period.  If ERCOT collects more RPRS costs in this manner than are necessary, the excess funds collected by ERCOT will be credited to all QSEs based on the Load Ratio Share for the relevant period.

(10)
RMR Units will be considered available to offset RPRS needs in resolving Local Congestion in the RPRS procurement process.  The selection process will set a bid price for each RMR Unit based on its contract start and operational costs.  If the optimal solution indicates an RMR Unit is a more economic option in resolving Local Congestion, the RMR Unit will be deployed and paid as an RMR deployment.

Generation Resources that are eligible for RPRS procurement that do not submit an RPRS bid will be considered in the RPRS procurement process.  The selection process will set a bid price for each non-bid Generation Resource based on its generic cost times an adjustment factor.  If the non-bid Generation Resource with an adjustment factor is a more economic option, the non-bid Generation Resource will be deployed and paid as an OOMC deployment.

(11)
In the case of tied bids for the selection of RPRS, ERCOT will select the bid that meets the requirement most closely (achieving the optimal solution).  When the price and capacity are identical from unaffiliated bidders, ERCOT may request re-bids.

(12)
For RPRS, for each hour, for each Congestion Zone, ERCOT will post the quantity of capacity procured and the MCPCs and Shadow Prices.

(13)
On award of RPRS capacity, the QSE must bid into the Balancing Energy Up market quantities which sum greater or equal to the High Sustainable Limit (if unavailable, the High Operating Limit) minus the Low Sustainable Limit (if unavailable, the Low Operating Limit) of the unit receiving the RPRS award, in the zone of the RPRS unit, for the period of time the RPRS is awarded.
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