Protocol Revision Request


	PRR Number
	739
	PRR Title
	Administrative Price Adjustments

	Date Posted
	October 3, 2007

	
	

	Protocol Section(s) Requiring Revision (Include Section No. and Title)
	6.3.1, ERCOT Responsibilities

6.8.1.12, Payments for Balancing Energy Provided from Ancillary Services During the Operating Period 

6.9.5.1, Balancing Energy Clearing Price

	Requested Resolution (Normal or Urgent, and justification for Urgent status)
	Normal

	Revision Description
	In this Protocol Revision Request (PRR) Qualified Scheduling Entity (QSE) Managers Working Group is requesting to modify the ERCOT Protocols which direct the calculation of Market Clearing Price for Energy (MCPE).  This proposal revises that calculation to include administrative price adjustments under certain conditions.

By modifying the calculation of MCPE in Section 6.9.5.1, all other Protocol reference to MCPE should be correct without further modification.

Note that acceptance of this revision request negates the need for revisions to Protocols as passed under PRR650.  Modifications to Section 6.8.1.12 and portions of 6.9.5.1 are being requested to remove the provisions of PRR650.

	Reason for Revision
	QSE Managers Working Group believes that this proposed revision to the ERCOT Protocols, coupled with proposed changes to the ERCOT Operating Guides addressing Responsive Reserve Obligation, will benefit the market by allowing market forces to correctly set market prices before ERCOT command and control action is necessary for reliability purposes.

	Overall Market Benefit
	Better market price signals through administrative price control under conditions where ERCOT command and control actions may adversely affect price..

	Overall Market Impact
	Market is positively impacted by increased price transparency.

	Consumer Impact
	Consumer impact should be positive due to more correct price signals allowing better decision making by market participants.

	Credit Implications 

(Yes or No, and summary of impact)
	Yes.  Modifications to MCPE calculation may affect price paid to or by Market Participants.

	Relevance to Nodal Market 
(Yes or No, and summary of impact)
	To be determined.

	Nodal Protocol Section(s) Requiring Revision 

(Include Section No. and Title, and submit NPRR if applicable)
	None.


	Quantitative Impacts and Benefits


Instructions:  To allow for comprehensive PRR consideration and development of the Cost Benefit Analysis (CBA), please fill out each block below completely and provide as much detailed information as possible.  Wherever possible, please include reasons, explanations, and cost/benefit analyses pertaining to the PRR.

	Assumptions
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	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	Not known
	Not known
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	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Better market pricing
	Not known
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	Additional Qualitative Information
	1
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	Other Comments
	1
	

	
	2
	

	
	3
	

	
	4
	


	Sponsor

	Name
	Gary D. Miller (on behalf of QSE Managers Working Group)

	E-mail Address
	BTU

	Company
	gmiller@btutilities.com

	Phone Number
	979-821-5621

	Cell Number
	

	Market Segment
	N/A


	Market Rules Staff Contact

	Name
	Nieves López

	E-Mail Address
	nlopez@ercot.com

	Phone Number
	(512) 585-0927


	Proposed Protocol Language Revision


6.3.1
ERCOT Responsibilities

(1)
ERCOT, through its Ancillary Services function, shall develop the Operating Day Ancillary Services Plan for the ERCOT System, and the Day Ahead Ancillary Service Obligation which will be assigned based on Load Ratio Share data, by LSE, aggregated to the QSE level.  Unless otherwise provided in these Protocols, a QSE’s allocation for Ancillary Service Obligation will be determined for each hour according to that LSE’s Load Ratio Share computed by ERCOT.  The LSE Ancillary Service allocation for the Day Ahead Ancillary Service Obligation shall be based on the hourly Load Ratio Share from the Initial Settlement data, for the Operating Day that is fourteen (14) days before the day in which the Obligation is being calculated, as defined in Section 9.2, Settlement Statements, for the same hour and day of the week multiplied by the quantity of the service in the Operating Day Ancillary Service Plan.

(2)
ERCOT shall procure required Ancillary Services not self-arranged by QSEs.

(3)
ERCOT accepts Ancillary Service bids only from QSEs.

(4)
ERCOT shall allow the same capacity to be bid as multiple Ancillary Services types recognizing that this capacity may only be selected for one service.

(5)
ERCOT shall ensure provision of Ancillary Services to all ERCOT System Market Participants in accordance with these Protocols.

(6)
ERCOT shall not discriminate when obtaining Ancillary Services from QSEs submitting Ancillary Service bids.  ERCOT shall not discriminate between Self-Arranged Ancillary Services and ERCOT-procured Ancillary Services when dispatching Ancillary Services.

(7)
For Ancillary Services that are not self-arranged, ERCOT shall procure any additional Resources ERCOT requires during the Day-Ahead Scheduling Process, the Adjustment Period process, or the Operating Period.

(8)
ERCOT shall procure Resources that are used to provide Reliability Must-Run Service or Black Start Service through longer-term Agreements.

(9)
Following submission of QSE self-arranged schedules, ERCOT will identify the remaining amount of Ancillary Services that must be acquired in order to complete ERCOT’s Day-Ahead Ancillary Services Plan.  Regulation Up, Regulation Down, Responsive, and Non-Spinning services will be procured by ERCOT on the timeline described in Section 4, Scheduling.

(10)
ERCOT will not profit financially from the market.  ERCOT will follow the Protocols with respect to the procurement of Ancillary Services and will not otherwise take actions regarding Ancillary Services with the intent to influence, set or control market prices.

(11)
ERCOT will provide that Market Clearing Prices are posted on the Market Information System (MIS) in a timely manner as stated in Section 12.4.1, Scheduling Information.  ERCOT will monitor Market Clearing Prices for errors and will “flag” for further review questionable prices before posting, and make adjustments or notations in the posting if there are conditions that cause the price to be questionable.  ERCOT may only correct the price consistent with these Protocols.

(12)
ERCOT shall post the aggregated ERCOT AS Bid Stacks in accordance with Section 12.4.2, Ancillary Service Related Information.

(13)
ERCOT will, through procurement processes specified in these Protocols, procure Ancillary Services as required and charge QSEs for those Ancillary Services in accordance with these Protocols.

(14)
ERCOT will ensure ERCOT electric network reliability and adequacy and will afford the market a reasonable opportunity to supply reliability solutions.

(15)
ERCOT will not substitute one type of Ancillary Service for another.

(16)
ERCOT shall make reasonable efforts to minimize the use of OOMC, Zonal OOME, or contracted RMR Facilities.  This includes entering into MRA Agreements with Resources selected through the planning process, pursuant to Section 6.5.9.2, Exit Strategy from an RMR Agreement, to provide services to meet reliability requirements at lower total expected costs than would otherwise be provided by RMR Agreements.

(17)
ERCOT will provide timely information to those Resource Entities providing OOMC and RMR Services as to the specific use of each unit dispatched.

(18)
ERCOT will provide Notice via the Messaging System or via Hot Line call to all QSE’s before the beginning of an interval for which OOMC has been procured due to a short supply situation, to inform QSE’s of the start and stop intervals for which the OOMC instructions apply.
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.  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.  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.  Under the following conditions, the MCPE will be administratively modified as described:

(a)
If ERCOT has enacted EECP Step 1 for longer than thirty (30) minutes, and there are no binding CSC constraints for that interval, then MCPE shall be equal to the maximum allowable price for balancing energy as defined by the PUCT.

(b)
If ERCOT has enacted Step 2 or higher of the EECP, and there are no binding CSC constraints for that interval, then MCPE shall be equal to the maximum allowable price (price cap) as defined by the PUCT.

(c)
If ERCOT has deployed Out-of-Merit Capacity for short supply situation, and there are no binding CSC constraints for that interval, then MCPE shall be equal to the MCPE as calculated by ERCOT’s mathematical optimization model (SPD – Scheduling, Pricing and Dispatch) or $250.00, whichever is greater (Max(SPD MCPE, $250)).

(d)
If ERCOT has deployed Non-Spinning Reserves, and there are no binding CSC constraints for that interval, then MCPE shall be equal to the minimum of:
(i) 
The maximum allowable price for balancing energy as defined by the PUCT, or 
(ii) 
The sum of MCPE as calculated by ERCOT’s mathematical optimization model plus $50.00 (Min(Cap, SPD MCPE + $50)).

(2)
The MCPE will be used to pay or charge each QSE, for each Settlement Interval for Balancing Energy Service.
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