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	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
	Increased staff effort in the manual price correction process.
	None
	None

	MARKET SEGMENT
	
	
	

	Consumer
	None
	None
	None

	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
	None
	None
	None


	Comments


ERCOT utilizes Non-Spinning Reserve Services (NSRS) for reliability purposes only, but understands the market implications such deployment may have.  Therefore, ERCOT often procures NSRS for capacity but does not usually deploy the associated energy.  In analyzing the period of June-August 2005, ERCOT procured capacity NSRS for 544 hours (680,000MW capacity, 1250MW/hour) and only deployed 52.5 hours (44,215MWh of energy, with an average deployment of 842MW across all intervals with deployments).  This translates to deploying NSRS energy only 10% of the time that this capacity is procured at an average level of 67% of the available 1250MW.
There are two factors that may further decrease the deployment of NSRS energy:

(1)
As stated in ERCOT comments to PRR628, ERCOT Operations Performance – Non-Spinning Reserve Service Deployments, ERCOT is currently experiencing a system issue with recalling the NSRS deployments.  In response to this technical issue, ERCOT has instructed its Operators to change their deployment methods by deploying NSRS energy for only one hour at a time, and reassessing the need for the deployments every hour.  It is anticipated that this will decrease the amount of NSRS deployed.

(2)
ERCOT also believes that the implementation of an effective Replacement Reserve Service Market will reduce the amount of NSRS capacity procured and energy deployed by ERCOT in response to depleting bid stacks for Balancing Energy Services.  This assumption is based on the requirement that units procured for Replacement Reserve Service are required to bid into the Balancing Energy services market and may increase the level of bids in the market, which reduces the risk of depleting 95% of the bid stack.  
With regards to the proposal of holding the Balancing Energy prices during NSRS energy deployments, it is noted that capacity payments and the resulting price-taking for energy deployed is common to other ancillary services.

All of these factors lead ERCOT to recommend striking the proposed changes as shown below.
	Revised Proposed Protocol Language


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.  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.  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.
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