Administrative Adjustment of Price Curves

Problem

Leading up to and during EECP Events there does not seem to be prices that reflect the scarcity of energy.  The lack of these price signals prohibits a market based demand response.

Solution

Create a methodology that would send scarcity price signals to loads that would create a market response.  This solution should be consistent with all applicable Commission Rules.

Proposal

The existing Steps in EECP allow for an administrative increases in the Balancing Energy Service (BES) prices.
Alert (less than 2,500 MW of adjusted responsive reserve) – The BES clearing price is set at the higher of:
a) 25% of the administrative price cap in PUC Subst. R. 25.505(g) or

b) The BES clearing price as determined by ERCOT software.

EECP Step 1 - The BES clearing price is set at the higher of:

a) 50% of the administrative price cap in PUC Subst. R. 25.505(g) or
b) The BES clearing price as determined by ERCOT software.

EECP Step 2 – The BES clearing price is set at the higher of:
a) 75% of the administrative price cap in PUC Subst. R. 25.505(g) or

b) The BES clearing price as determined by ERCOT software.

EECP Step 3 – The BES clearing price is set at the higher of:

a) 100% of the administrative price cap in PUC Subst. R. 25.505(g) or

b) The BES clearing price as determined by ERCOT software.

I have also attached the Hogan Paper on “Energy Only” Markets where he discusses possible reasons for administrative adjustment of energy prices.

