DRAFT

Proposal to address the issues associated with the procurement of Capacity for RPRS and Load Forecast Uncertainty
Principles
· Load forecast is load forecast

· Results should not be manipulated
· Load forecast has some uncertainty

· Uncertainty should be addressed

· ERCOT should decide the uncertainty amount

· Market should recommend market solution
· Load forecast is a system wide concern

· Load uncertainty fix should be uplifted system wide

Background on Present Process
· ERCOT Forecast = Load forecast (LF) + 1800 MW
· ERCOT compares unconstrained on-line capacity to (LF + 1800)
· ERCOT purchases RPRS if (LF + 1800) exceeds unconstrained on-line capacity

· ERCOT skips capacity bids behind a constraint

· ERCOT assumes constrained capacity cannot serve load increase within the constrained area

· ERCOT assumes all constrained capacity pockets will experience an N-2 event simultaneously

· Awarded NSRS is not considered as available capacity

· Preliminary data shows 8 to 10% of on-line capacity being constrained

Short-Term Solution
· Separate out procurement of capacity for RPRS from procurement of capacity for Load Forecast Uncertainty (LFU)

· Solve LFU with Non-Spin Reserve Service
Step A - Resolve RPRS Capacity Insufficiency
· ERCOT determines LF (without bias component)
· ERCOT compares unconstrained on-line capacity to LF (w/o bias)
· ERCOT purchases RPRS if LF (w/o bias) exceeds unconstrained on-line capacity
· ERCOT settles RPRS per the existing Protocols
Step B – Procure Capacity for Load Forecast Uncertainty

· ERCOT determines next day’s LFU (in % of hourly LF) by 1500 on a day-head basis
· ERCOT determines the need for incremental Capacity due to LFU (CLFU) as follows:

CLFU = (Capacity available after completion of Step A above) - (LF + LFU)

· If CLFU is less than or equal to zero(0), ERCOT will notify the market that ERCOT will not procure incremental Ancillary Services for LFU from the existing bid stacks
· If CLFU is greater than zero (0), ERCOT will notify the market by issuing an “Advisory” per 5.6.4 (1) that ERCOT will procure incremental Ancillary Services for LFU from the existing bid stacks (existing referenced protocols provided at end of attachment)
· ERCOT procures 100% of the hourly LFU from the Non-Spin Reserve Service Market
· IF ERCOT does not procure enough Capacity from the existing NSRS bid stack, ERCOT will notify the market that a second NSRS market will be opened

· ERCOT assigns the incremental Ancillary Services due to LFU on a load-ratio-share
· Settlement process remains the same as the present Protocols 
Benefits of Short-Term Solution
· Minimizes, if not eliminates, RPRS procurement
· Properly assigns cost of LFU

· Utilizes available capacity

· Corrects divergence of Day-Ahead and Real-time Market

· No start charge paid

· No minimum energy (LSL) at high cost

· Energy is paid only if deployed

· No generator lead time issues (gen responsibility)

· No generator min up times (minimizes procurement)

· RPRS is handled separately, but this solution minimizes, if not eliminates, RPRS procurement
Long-Term Enhancements
Procurement of Capacity for Load Forecast Uncertainty
· Review the need and the size of the LFU in the Load Forecast process
· Scrub the model to confirm that 8 to 10% of on-line capacity is constrained
· Determine whether the probability of multiple N-2 events occurring simultaneous is realistic or required

· Analyze the ability of  constraint capacity to serve load increases within the generation pocket

· Determine the capability of combine cycle units or other units to provide “reserve” capability during emergencies (duct fired, over-pressure, ….)

Procurement of Capacity for Capacity Insufficiency
· ERCOT settles RPRS per PRR666 upon system implementation of PRR666

· Continue the review process to enhance PRR666

· ERCOT settles RPRS per the outcome of future approved PRRs
REFERENCED PROTOCOLS

5.6.4
Advisory

ERCOT will issue an Advisory for informational purposes for the following reasons:

(1)
When it recognizes that conditions are developing or have changed and more Ancillary Services will be needed to maintain current or near-term operating reliability;
(2)
When weather or ERCOT System conditions require more lead-time than the normal Day Ahead market allows;

(3)
When communications or other controls are significantly limited; or

(4)
When ERCOT Transmission Grid conditions are such that operations within first contingency criteria as defined in the Operating Guides are not likely or possible because of Forced Outages or other conditions.

The Advisory communicates existing constraints.  ERCOT will notify TDSPs and QSEs. QSEs will notify appropriate Resources and LSEs.  ERCOT will communicate with TDSPs as needed to confirm their understanding of the condition and to determine the availability of Transmission Facilities.  For the purposes of verifying submitted information, ERCOT may communicate with QSEs.

Although an Advisory is for information purposes, ERCOT may exercise its authority, in such circumstances, to increase Ancillary Service requirements above the quantities specified in the normal Day Ahead plan in accordance with scheduling procedures.  ERCOT may also increase the Day Ahead market to Two Days Ahead.  ERCOT may require information from QSEs representing Resources regarding their fuel capabilities.  Requests for this type of information shall be for a time period of no more than seven (7) days from the date of the request.  The specific information which may be requested shall be defined in the Operating Guides.  QSEs representing Resources shall provide the requested information in a timely manner, as defined by ERCOT at the time of the request.

