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	Comments


At the Monday, July 31st TAC conference call addressing PRR650, participants agreed that the scenario presented in ERCOT’s previous comments from July 28, 2006 was valid.  This scenario showed that the Market Clearing Price for Energy (MCPE) for Balancing Energy Services could move substantially higher or lower when the deployments of Non-Spin Energy Services (NSRS) coincide with intervals that involve zonal congestion.  The meeting participants requested that ERCOT staff provide the mechanics for taking the maximum of the MCPE prices to prevent QSEs from being selected to provide service below their bid price.

Upon further evaluation, ERCOT staff believes that an alternative to taking the maximum MCPE would be to remove the proposed price modification in instances where (1) the deployments of NSRS occur during intervals experiencing zonal congestion and (2) the re-clearing of the market without NSRS would have created zonal congestion.  ERCOT staff proposes this alternative after evaluating the following issues:

· Per Section 6.9.5.1, Balancing Energy Clearing Price, the Modified Competitive Solution Method (MCSM) for adjustment of MCPE does not apply to intervals with zonal congestion.  Participants on the conference call agreed that, in re-clearing the market without the NSRS deployments, there could be instances where zonal congestion is created or eliminated (as well as incrementally increased or decreased).  This creates a number of price modification scenarios that may not be completely logical when zonal congestion and MCSM conflict with one another in modifying the price.  An example would be to take the scenario from the July 28 ERCOT Comments with the additional variable that the bid-stack was depleted during market clearing.  The price of $150 across all zones would be subject to MCSM.  If the bid-stack is already depleted, and removing NSRS deployments creates zonal shadow prices that move the zonal MCPEs in different directions, is it proper to compare the MCSM adjusted price from the already depleted bid-stack to the zonal congestion price?

· In addition, MCPEs during zonal congestion are affected by the shadow prices for resolving the binding Commercially Significant Constraint (CSC), rather than the next bid MW in the aggregate bid-stack.  As a result, the price adjustment without NSRS during zonal congestion utilizes a different mathematical objective function to recalculate the price, rather than finding the scarcity price point in the bid-stack that was displaced by NSRS deployments.

ERCOT is open to suggestions on addressing these issues, but at this point in time would propose the language below to exclude the price modification during zonal congestion and in the case that zonal congestion would be created in the absence of the NSRS deployments.

	Revised Proposed Protocol Language


6.7.4
Deployment of Non-Spinning Reserve Service

(1)
ERCOT shall deploy Non-Spinning Reserve Service when it predicts more than 95% of the Balancing Energy Service Up available for the Operating Hour will be deployed.

(2)
ERCOT may, in its sole judgment, deploy Non-Spinning Reserve Service as necessary.

(3)
Deployment of Non-Spinning Reserve Service Resources will be proportioned among suppliers.

(4)
NSRS deployment or recall instructions by ERCOT are not constrained by any ramp rate.  However, the QSE is expected to deploy or recall those instructions at a ramp rate that would comply to the instruction in thirty (30) minutes.  During a period of NSRS deployment, all energy provided by the QSE responding to the NSRS deployment will be considered instructed.

(5)
Energy from Non-Spinning Reserve capacity may be deployed in a Congestion Zone by ERCOT if, in its judgment, not enough Balancing Energy Service Up is available to satisfy reliability needs.

(6)
ERCOT will provide Notice via the Messaging System to QSEs of their obligations for NSRS energy as the QSE's Resources are selected.  Providers will be required to respond with manual or electronic acknowledgement. ERCOT will provide Notice via the Messaging System to all QSEs at the beginning of the interval when NSRS is deployed and at the end of the interval when NSRS is deployed. 
(7)
All providers of Non-Spinning Reserve Resources will provide Notification to ERCOT of their availability and level of deployment.

(8)
Once deployed, the Obligation to deliver energy will remain until ordered to stop providing by ERCOT (after not less than one hour), but not longer than the period of the service is scheduled.

(9)
NSRS may be deployed at any time in a Settlement Interval.

(10)
The QSEs providing Non-Spinning Reserve Service shall meet the deployment performance requirements specified in Section 6.10.4, Ancillary Services Deployment Performance Measures.

	[PRR496: Add (11) to Section 6.7.4 as follows when system change implemented.]

(11)
Non-Spinning Reserve Service procured from a Load Acting as a Resource Block Bid shall be deployed as a block.


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 and there are no binding CSC constraints for that interval.  In that case, the MCPE shall be the MCPE that would have occurred if the deployments of Non-Spinning Reserve Service did not occur.  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 and there are no binding CSC constraints for that interval.  In that case, the MCPE shall be the MCPE that would have occurred if the deployments of Non-Spinning Reserve Service did not occur.  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 that Non-Spinning Reserve Service is deployed for an interval in accordance with Section 6.7.4, Deployment of Non-Spinning Reserve Service, ERCOT shall evaluate if there were binding CSC constraints during the original market clearing of Balancing Energy Services, or if removal of the NSRS deployments would create binding CSC constraints.  If no binding CSC constraints exist in either evaluation, ERCOT shall adjust the MCPE by disregarding the deployments of Non-Spinning Reserve Service and procuring the Balancing Energy service that would have been necessary. Afterwards, a MCPE will be calculated for each Settlement Interval by Congestion Zone as a product of the mathematical optimization model and in accordance with 6.9.5.1 (3).  The MCPE will be used to pay or charge each QSE, for each Settlement Interval for Balancing Energy service.

 (3)
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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