PRS Action Report

	PRR Number
	619
	PRR Title
	Day Ahead Procurement of LaaR for RRS

	Timeline

(Normal or Urgent)
	Normal
	Action
	Not approved

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	6.6.3.1, General Procurement Requirements

	Proposed Effective Date
	n/a

	Priority and Rank Assigned
	n/a

	Revision Description
	Under this PRR, all bids to provide Responsive Reserve Service (RRS) from Loads Acting as Resources (LaaR) submitted in the Day Ahead Market, with bid prices equal to or less than the applicable Market Clearing Price for Capacity (MCPC), would be awarded proportionally, using existing ERCOT procedures for handling multiple bids which have the same price.

	Overall Market Benefit
	Eliminates the need to submit bid prices less than zero to ensure participation in the RRS market.  Credit requirements may also be reduced.

	Overall Market Impact
	Not known

	Consumer Impact
	None

	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)
	No

	Procedural History
	· PRR619 was posted on 7/28/05.
· ERCOT posted comments on 8/16/05.

· On 8/24/05, PRS considered 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 of the PRR as submitted.  The motion failed with three abstentions from the Investor Owned Utility and Independent Power Marketer segments and seven opposing votes from the Municipal, Investor Owned Utility, Independent Generator, Consumer, and Independent Power Marketer Segments.  The Cooperative market segment was not present for the vote.  No party made an alternative motion.

	Summary of PRS discussion
	Participants discussed the value of Loads Acting as Resources (LaaRs) vis-à-vis Generation; the value of the LaaR to the buyer; and risk of over deployment of LaaRs; and whether this PRR creates an artificial crutch for the LaaR market.  Some participants noted that this is an equity issue.  ERCOT Finance reported that the CWG was going to evaluate the potential positive implications of this PRR on credit and collateral requirements.


	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
	Will require additional monitoring to ensure that proper frequency is maintained.
	Unknown
	Eliminates the need to submit bid prices less than zero to ensure participation in the RRS market.  Credit requirements may also be reduced.

	MARKET SEGMENT                      
	
	
	

	Consumer
	None
	None
	None

	LSE:
General, Including NOIE
	None
	None
	None

	LSE:
CR & REP
	None
	None
	None

	QSE
	Change to Laar selection process.
	None
	More equitable LaaR selection method.  Credit requirements may also be reduced.

	Resource
	Change to Laar selection process.
	None
	More equitable LaaR selection method.  Credit requirements may also be reduced.

	TDSP
	None
	None
	None


	Original Sponsor

	Name
	Keith Emery

	Company
	Tenaska Power Services Co.

	Segment
	On behalf of the Demand Side Working Group


	Comments Received

	Comment Author
	Comment Description

	ERCOT 081605
	Supports this PRR but notes the need for additional monitoring to ensure proper frequency is maintained.


	Proposed Protocol Language Revision


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 each hour of the next Operating Day such that the overall cost of these Ancillary Services are minimized.  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 that are not designated as block bids will be arranged in the Bid Stack such that the overall cost of these Ancillary Services is minimized.  For each of these Ancillary Services, 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.

(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 price for the selection of RGS Up, RGS Down, RRS and NSRS Ancillary Services, selection shall be awarded proportionately.

(e)
All QSE bids for RRS from LaaR, whose offer price is equal to or less than the MCPC, shall be awarded proportionately to meet the limit for LaaR providing RRS established in Section 6.5.4, Responsive Reserve Service.
	PRR496: Add (e) under Section 6.6.3.1(6) upon system implementation and Notice to the Market.

(f)
For RRS and NSRS bids that are designated as block bids, if the selection of the Block Bid will exceed ERCOT’s required Ancillary Service quantity the bid will be skipped and ERCOT will select the next available bid(s) as the actual marginal AS quantity accepted.


(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 and the MCPC for the Day Ahead market.

	[PRR558: Replace (10) above with the following upon system implementation.]

(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 and the MCPC for the Day Ahead market.  ERCOT will post a notice if the RRS awarded to LaaR was prorated for any hour.


(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.
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