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Summary:

This compromise proposal incorporates the best aspects of Oxy and CPS’ long-term solution proposals submitted to the LTSFT on April 23rd. With the changes we are recommending, this compromise proposal should effectively stimulate price responsiveness by sending clear and understandable market pricing signals, as CPS’ proposal advocates, and should also better rationalize the amount of additional Responsive Reserves procurement that Oxy proposed.

Administrative Price Adjustments for BES During EECP:

The existing steps in EECP provide points for administrative increases in the Balancing Energy Service (BES) prices, which will serve as a scarcity pricing mechanism.  This is the same proposed approach provided by CPS in its white paper on April 23rd.

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.

Increase the hourly Responsive Reserve (RRS) obligation to 2,700 MWs:

We recommend increasing the Responsive Reserve obligation based on more credible contingency criteria than is currently in use.  The current criteria for ERCOT’s RRS obligation is 2,300 MWs and is based on the simultaneous loss of the two largest units in the system (currently 2-1,150 MW nuclear units).  NERC criteria for short term/spinning reserves is 1X the single largest credible unit contingency and ERCOT, as far back as the early 1980s, chose to use the two largest units’ capability because we don’t have the inertia of the Eastern or Western Interconnects to lean upon for frequency recovery.  This methodology was chosen when there were no wind farms in West Texas and the ERCOT system load was considerably lower.  

After viewing the analysis of the ERCOT EECP event of February 24th, in which a large block of renewable generation tripped due to wind overspeed conditions, it seems clear that the single largest credible resource contingency is no longer a nuclear unit but rather a wind overspeed condition impacting a large block of wind farms (1,550 MWs).  Wind generation is not treated “as available/unit contingent” and it is not currently backed up with spinning reserve of an appropriate amount.  Wind is treated as firm output and therefore should be viewed as a credible resource contingency and should be factored into the obligation for RRS as the single largest contingency.  The rational view of this amount being used recognizes that 1,550 MWs going forward is probably understating the amount we should use since the production tax credit rules in place incent these machines to run all the time and as more are built this number should go up continually.  Additionally, when Texas meets the legislative mandate for renewables we should recalculate this number based on a similar event.  

The most realistic approach at this point would be to use the capacity of the experienced largest credible single contingency (1,550) and add the capacity of one nuclear unit (1,150 MW) as the “safety adder” margin that ERCOT has historically used because of its asynchronous operation.  That would make for an established and credible RRS obligation of 2,700 MWs and would capture the capability of the two largest units.

Calpine would recommend a proportional split of the additional MWs of RRS (400) between generating resources and LaaRs so that the potential for unintended consequences of having too much load respond can be avoided.  It is thought that the ROS and its members would see maintaining a 50% contribution from both types of resources as prudent.

Benefits of the proposed increase in RRS Obligation:

1) increased RRS will make the system more secure in responding to frequency excursions,

2) more RRS from generation providing governor response will lead to better overall system steady state control performance and a more stable CPS1 score for ERCOT during both on and off peak months,

3) would have a long-term effect on the price of BES that will help to promote generation adequacy with higher price contributions to the Peaker Net Margin calculation (committing more MWs to RRS would necessarily lift the average cost of BES and the other market products indexed to it), and

4) a higher 10-minute reserve obligation amount would increase the likelihood of moving into Alert and EECP conditions where even more dollars from market price adjustment would contribute to ensuring that the annualized cost of a peaker could be achieved.

This proposal’s treatment of Responsive Reserves is different from that of Oxy’s in that it not only increases the amount of RRS procured but also rationalizes the amount based on considerations for wind generation contingencies that are supported by a recent wind- induced RRS event.  If this change in RRS were adopted the reserve values for the existing EECP steps would need to be changed from those noted above in Administrative Price Adjustments for BES During EECP:.
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