As discussed in previous presentations, QSE Managers agree with ERCOT’s position that NSRS should be included as a capacity obligation in the RPRS engine, effectively reserving that capacity as previously committed and not available to the market to fulfill other needs.
Also as previously discussed, this is not the current practice and modifications should be made to the RPRS engine to account for NSRS obligations and commitments.

In order to effect this change, the following procedure is recommended:

1. ERCOT will add an additional capacity obligation to the RPRS engine that is equal to the amount of NSRS capacity per hour that has been procured for the time period to be evaluated.
2. QSE’s will be required to utilize the “Non-Spin” flag in Resource Plan submittals in the following manner:
a. If a unit is planned to be Off-Line and is also planned to be utilized to provide NSRS service, the Non-Spin flag must be set to “True”, or “Yes”.

b. If a unit is planned to be On-Line and is also planned to be utilized to provide NSRS service, the Non-Spin flag must be set to “False” or “No”.

c. If a QSE has total Off-Line capacity capable of providing NSRS that is greater than that QSE’s NSRS commitment (self-arranged plus awards), the QSE must only set the Non-Spin flag to “True”, or “Yes” for those units that would be required to carry the MW’s of commitment.  Setting the flag to “True”, or “Yes” for additional units may cause unintended results in the RPRS engine.

d. All other units in a QSE’s portfolio must have the Non-Spin flag set to “False”, or “No”.

3. ERCOT will modify the RPRS engine such that units that have the Non-Spin flag set to “True”, or “Yes” are treated as On-Line units for that hour in the study and therefore will not be procured as RPRS capacity.
4. ERCOT will post a Market Operations Bulletin describing the changes being implemented and the date on which the change will be in effect.

RPRS Capacity Procurement Examples

	
	Current
	w/ NSRS

	Load
	50,000
	50,000

	RRS
	1,150
	1,150

	URS
	1,000
	1,000

	NSRS
	0
	1,200

	Capacity Obligation
	52,150
	53,350

	Resource Plan
	50,000
	50,000

	NSRS flags
	-
	750

	RPRS Procured
	2,150
	2,600


	
	Current
	w/ NSRS

	Load
	50,000
	50,000

	RRS
	1,150
	1,150

	URS
	1,000
	1,000

	NSRS
	0
	1,200

	Capacity Obligation
	52,150
	53,350

	Resource Plan
	52,250
	52,250

	NSRS flags
	-
	750

	RPRS Procured
	0
	350


Current Protocol language does not specify the methodology that must be used by ERCOT to procure Replacement Reserve Service.  Following is the relevant ERCOT Protocol that addresses the procurement methodology:

6.6.3.2.1
Specific Procurement Process Requirements for Replacement Reserve Service in the Adjustment Period

ERCOT shall procure Replacement Reserve Service (RPRS) in the AP as follows:

(1)
ERCOT will evaluate Zonal Congestion, Local Congestion, and capacity insufficiency using ERCOT’s Operational Model, balanced QSE schedules, Resource Plans, and ERCOT forecast of next day Load.

(2)
ERCOT will define the level of Resources available to meet next-day reliability needs of the ERCOT System based on QSE schedule submissions, Resource Plans and ERCOT Load forecast.  ERCOT will determine incremental Resource capacity available from Generation Resources that are Off-line, or Generation Resources that are expected to be Off-line in the requested hours or Loads acting as a Resource shown as available in the Resource Plans.

(3)
RPRS procurement produces an optimum solution for the whole Operating Day.  The RPRS procurement resolves Local Congestion problems first and then resolves capacity inadequacy and Zonal Congestion problems simultaneously.  The solution of the RPRS is a result of ERCOT performing analysis of the current physical system operations for each hour to recognize potential transmission constraints that would require Resources not currently planned to be available.  The purpose and use of the RPRS procurement is to provide capacity from which energy would be available to solve the following system security violations:

(a)
ERCOT System capacity insufficiency using any RPRS bid;

(b)
Zonal Congestion using the RPRS bids by Congestion Zone in bid price Merit Order and the current physical system operations in the ERCOT System; and

(c)
Local Congestion using Resource Category Generic Cost and the current physical system operations in the ERCOT System.

(4)
ERCOT will solve security violations using a transmission security-constrained mathematical optimization application.  The application will solve as if each bid can be proportioned into individual MW bids.  The objective of the optimization is to minimize the total cost, based on Resource Category Generic Cost, capacity price, operation price, and Resource Shift Factors, as described in Section 4.4.16, ERCOT Receipt of Replacement Reserve Service Bids, as well as lead time, minimum up time, and minimum down time captured through the registration process, for the whole Operating Day while satisfying all the security constraints for each hour.
