PRS Action Report

	PRR Number
	730
	PRR Title
	Balancing Energy Price Adjustment for Deployment of Replacement Reserve Service

	Timeline
	Normal
	Action
	Rejected

	Protocol Sections Requiring Revision
	6.8.1.12, Payments for Balancing Energy Provided from Ancillary Services During the Operating Period

6.9.5.1, Balancing Energy Clearing Price

	Revision Description
	This PRR adjusts the Market Clearing Price for Energy (MCPE) when Replacement Reserve Service (RPRS) is deployed.  This PRR is intended to be similar to PRR 650, Balancing Energy Price Adjustment Due to Non-Spinning Reserve Service Energy Deployment, which removes non-spin deployments from the bid stack before calculating the MCPE.   

	Overall Market Benefit
	Intended to send an accurate price signal to the market when ERCOT procures RPRS.

	Overall Market Impact
	May increase the MCPE

	Consumer Impact
	May benefit consumers by providing accurate price signals for customers that are willing to interrupt their load. In addition, entities interested in investing in new generation in ERCOT, may see a more accurate price signal.

	Credit Impacts:  Has the Credit Workgroup reviewed the PRR?
	No.

	Procedural History
	· PRR730 was posted on 6/19/07.
· On 7/5/07, ERCOT Staff posted comments.

· On 7/19/07, PRS considered PRR730.

	PRS Recommendation 
	On 7/19/07, PRS voted to reject PRR730.  The motion passed on a roll-call vote with eight opposing votes from the Electric Cooperative (Coop)(1), Independent Generator (IG) (4) and Independent Power Marketer (IPM) (3) Market Segments.  All Market Segments were present for the vote.

	Summary of PRS Discussion
	On 7/19/07, the Sponsor explained that ERCOT actions depress market prices and affect Loads adversely and how this PRR addresses these issues.  ERCOT Staff explained that this PRR does not present a workable solution.  Some participants agreed that preserving proper price signals is important, but commented that this PRR does not do that.  Participants also commented that ERCOT should not expend resources on a project that will be obsolete with the implementation of the Nodal Market.  Participants questioned the validity of the concerns stating that parties do not make investment decisions based on a one-year horizon.


	ERCOT/Market Segment Impacts and Benefits


	

	Assumptions
	1
	ERCOT’s use of RPRS is depressing the Market Clearing Price for Energy.

	
	2
	The PUCT did not anticipate that ERCOT would depress price signals through RPRS when they adopted an energy-only market design.

	

	
	Impact Area
	Monetary Impact

	Market Cost
	1
	May increase the MCPE
	

	

	
	Impact Area
	Monetary Impact

	Market Benefit
	1
	May provides accurate price signals
	

	

	Additional Qualitative Information
	1
	

	

	Other

Comments
	1
	Should not impact ERCOT’s systems or staff if this PRR is implemented similar to PRR 650.

	


	Original Sponsor

	Name
	Jeff Brown

	Company
	Coral Power

	Segment
	Independent Power Marketer


	Comments Received

	Comment Author
	Comment Description

	ERCOT Staff
	Commented that this PRR does not present a workable solution.


	Proposed Protocol Language Revision


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, or Replacement Reserve Service is deployed in accordance with Section 6.7.5, Deployment of Replacement 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 or Replacement 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, or Replacement Reserve Service is deployed in accordance with Section 6.7.5, Deployment of Replacement 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 or Replacement 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 (NSRS) is deployed for an interval in accordance with Section 6.7.4, Deployment of Non-Spinning Reserve Service or Replacement Reserve Service is deployed in accordance with Section 6.7.5, Deployment of Replacement 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 or RPRS 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 NSRS or RPRS 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.  The MCPE will be used to pay or charge each QSE, for each Settlement Interval for Balancing Energy Service.
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