Protocols Revision Request


	PRR Number
	629
	PRR Title
	Proper Pricing of Non-Spinning Reserve Service Energy

	Protocol Section(s) Requiring Revision (include Section No. and Title)
	6.8.1.12 – Payments for Balancing Energy Provided from Ancillary Services During the Operating Period
6.9.5.1 – Balancing Energy Clearing Price

	Requested Resolution (Normal or Urgent)
	Normal

	Revision Description
	Adjusts the Market Clearing Price of Energy (MCPE) for the deployment of Non-Spinning Reserve Service (NSRS) to provide correct price signals to the market by using the MCPE of the appropriate zone for the interval before deployment or the interval of deployment (whichever is higher) for pricing of Balancing Energy associated when Non-Spinning Reserve Service is used by ERCOT.

	Reason for Revision
	In the relatively few intervals when ERCOT deploys NSRS the resulting MCPE is improperly depressed.  This causes an incorrect price signal to the market during a time when more, not less, generation is needed.  Currently, when the Bid Stack for BES Up is estimated by ERCOT to reach 95% deployment, ERCOT deploys NSRS in accordance with Protocol Section 6.7.4 (1) to replenish the BES Up stack.  The resulting MCPE applied to all Balancing Energy is improperly distorted due to the fact that a large block of price-taking NSRS is suddenly deployed.  This drives the MCPE lower when the market needs a higher price signal.  The result is a distorted MCPE price that signals to the market that less capacity should be committed and carried online, when the economically correct price signal should be that the market is capacity short and additional capacity that can cost effectively be brought into the market is needed.  Ideally, the MCPE price signal should be unaffected by a deployment of NSRS.  However, because such a solution would be very difficult and costly to implement in the existing ERCOT software, this PRR provides a simplified, cost-effective approximation to the theoretically correct solution

	Credit Implications (Yes or No, and summary of impact)
	None because credit requirements use the adjusted MCPE

	Timeline

	Date Posted
	8/26/05

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


	Sponsor

	Name
	Henry Durrwachter

	E-mail Address
	hdurrwachter@txu.com

	Company
	TXU Wholesale

	Company Address
	1717 Main Street, Dallas TX 75201

	Phone Number
	(214) 875-9285

	Fax Number
	(214) 875-9480


	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
	Requires adjustment to MCPE for a relatively few intervals
	Infrequent but important change to MCPE calculation
	Improves reliability by providing proper price signal to Market Participants during potential short-supply situations.

	MARKET SEGMENT                      
	
	
	

	Consumer
	Higher MCPE in a few intervals
	None
	Improves reliability by providing proper price signal to Market Participants during potential short-supply situations.

	LSE:
General, Including NOIE
	Higher MCPE in a few intervals
	None
	Improves reliability by providing proper price signal to Market Participants during potential short-supply situations.

	LSE:
CR & REP
	Higher MCPE in a few intervals
	None
	Improves reliability by providing proper price signal to Market Participants during potential short-supply situations.

	QSE
	Higher MCPE in a few intervals
	None
	Improves reliability by providing proper price signal to Market Participants during potential short-supply situations..

	Resource
	Higher MCPE in a few intervals
	None
	Improves reliability by providing proper price signal to Market Participants during potential short-supply situations.

	TDSP
	None
	None
	N/A


	Proposed Protocol Language Revision


6.8.1.12
Payments for Balancing Energy Provided from Ancillary Services During the Operating Period

All Balancing Energy deployed by a Dispatch Instruction and delivered by a generating Resource from Balancing Energy Service, Responsive Reserve Service, Regulation Reserve Service, or Non-Spinning Reserve Service shall be settled as Balancing Energy at the MCPE of the Congestion Zone of the Resource providing the energy according to Section 6.8.1.13, Resource Imbalance, except when Non-Spinning Reserve Service is deployed in accordance with Section 6.7.4, Deployment of Non-Spinning Reserve Service, paragraph (1) or (5).  In that case, the MCPE shall be the higher of the MCPE for the interval prior to deployment of Non-Spinning Reserve Service or the MCPE determined by the Bid Stack of the interval of the deployment of Non-Spinning Reserve Service.  All Balancing Energy deployed by a Dispatch Instruction and delivered by a Load acting as Balancing Energy Service, Responsive Reserve Service, Regulation Reserve Service, or Non-Spinning Reserve Service shall be settled as Balancing Energy at the MCPE of the Congestion Zone of the Resource providing the energy according to Section 6.9.5.2, Settlement for Balancing Energy for Load Imbalance, except when Non-Spinning Reserve Service is deployed in accordance with Section 6.7.4, Deployment of Non-Spinning Reserve Service, paragraph (1) or (5).  In that case, the MCPE shall be the higher of the MCPE for the interval prior to deployment of Non-Spinning Reserve Service or the MCPE determined by the Bid Stack of the interval of the deployment of Non-Spinning Reserve Service.  Settlement for any energy provided without an authorized Dispatch Instruction will be settled according to Section 6.8.1.15, Payments for Balancing Energy Provided from Uninstructed Deviation.

Deployed Balancing Energy Up on qualified Balancing Up Loads will be paid a capacity payment for the first Settlement Interval that it is deployed equal to the MCPC of Non-Spinning Reserve Service for the hour in which the deployment occurs.  A continuous deployment of Balancing Energy Up on qualified Loads for over sixty (60) minutes will be paid a capacity payment for each subsequent Settlement Interval which it is deployed equal to the MCPC of Non-Spinning Reserve Service for that hour divided by four (4).

6.9.5.1
Balancing Energy Clearing Price

(1)
A Market Clearing Price for Energy (MCPE) will be calculated for each Settlement Interval by Congestion Zone as a product of the mathematical optimization model.  The MCPE will be used to pay or charge each QSE, for each Settlement Interval for Balancing Energy Service.

(2)
In the event there is no Zonal Congestion and all available Balancing Energy Service Up bids are deployed for an interval, ERCOT shall adjust the MCPE as follows:

MCPEa
=
Min (MCPE, 95% price *1.5)

Where:

MCPEa
the adjusted MCPE

MCPE
the unadjusted MCPE

95% price
the MCPE that would result from deploying 95% of the available MW in the Bid Stack

During a Settlement Interval for which an adjusted MCPE is calculated, quantities of Balancing Energy Service Up bids above MCPEa shall be paid as bid, with the sum of incremental payments above the MCPEa charged to each QSE that was charged for Resource Imbalance and/or Load Imbalance during the Settlement Interval, as follows:

IRSiq
=
∑[MAX(0, RIizq) + MAX(0, LIizq)]z/ ∑[(MAX(0, RIizq) + MAX(0, LIizq)]zq
Where:

i
interval being calculated

z
zone being settled

q
QSE

IRSiq
Imbalance Ratio Share per interval per QSE

RIizq
Resource Imbalance ($) per interval per zone by QSE

LIizq
Load Imbalance ($) per interval per zone by QSE

The allocation of charges to QSEs with positive Resource and/or Load Imbalance is:

QPAMiq
=
PAMi * IRSiq
Where:

i
interval being calculated

q
QSE

IRSiq
Imbalance Ratio Share per interval per QSE

QPAMiq
QSE share of incremental payments above the MCPEa
PAMi
Incremental Payments above MCPEa paid out by ERCOT
Incremental payments above MCPEa are uplifted to QSEs that were charged for Load Imbalance and Resource Imbalance for intervals in which an adjusted MCPE is calculated.

The incremental amount paid above MCPEa will be calculated manually by truncating the aggregate Bid Stack at the MCPEa level and determining how many MW were accepted above this amount.  The integrated MWh under the curve will be paid as bid.  The total incremental amount will be uplifted to QSEs through the method described above.

(3)
In the event that Non-Spinning Reserve Service is deployed for an interval in accordance with Section 6.7.4, Deployment of Non-Spinning Reserve Service, paragraph (1) or (5), ERCOT shall calculate an adjusted MCPE as follows:
AMCPEiz
=
Max (MCPEi-1z , BSMCPEiz)
Where:

i
interval being calculated

z
zone being settled

AMCPEiz
Adjusted MCPE
BSMCPEiz
MCPE resulting from NSRS Bid Stack for interval being calculated
MCPEi-1z
MCPE of interval prior to deployment of NSRS
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