PRS Action Report

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

	Timeline

(Normal or Urgent)
	Normal
	Action
	Rejection

	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

	Revision Description
	This PRR would adjust 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.

	Overall Market Benefit
	Not known

	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)
	Yes.  ERCOT credit staff and the CWG have reviewed PRR629 and do not believe that it requires changes to credit monitoring activity or the calculation of liability.

	Procedural History
	· PRR629 was posted on 8/26/05.
· ERCOT posted comments on 9/15/05.
· On 10/20/05, 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)
	On 10/20/05, PRS voted to reject PRR629.  The motion passed with seven opposing votes [IOU (1), Independent Generators (4), and Independent Power Marketers (2)] and three abstentions [IOU (2) and Independent Power Marketers (1)].  All market segments were present for the vote.

	Summary of PRS discussion
	TXU provided a summary of non-spin deployments and how it affects the market price of energy.  ERCOT responded that the proposal may decrease non-spin bidding in to the market and reported that it has made changes to address market spikes.  Participants agreed with ERCOT that the changes have corrected some of these spikes.  Participants further noted that this PRR may result in higher prices. 


	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
	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


	Original Sponsor

	Name
	Henry Durrwachter

	Company
	TXU Wholesale

	Segment
	IOU


	Comments Received

	Comment Author
	Comment Description

	ERCOT091505
	Noted concerns of the impact of this PRR on the availability of non-spin reserves.


	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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