Introduction

Following the April 17, 2006 Firm Load Shedding Event, ERCOT implemented a formulaic discounting of generation capacity. This discounted capacity along with LaaR and Hydro providing RRS is defined in the Protocols as Physical Responsive Capability (also sometimes called Adjusted Responsive Reserve). Subsequently the PUCT approved a new Emergency Service - Emergency Interruptible Load Service.  Both of these actions were aimed at reducing the likelihood of another Firm Load Shedding Event.  TAC directed the formation of a Long-Term Solutions Task Force to develop an alternative for the EILS service. 

ERCOT staff developed procedures that defined the trigger points for Emergency Notices to the market:
Advisory is called when ARR drops below 3000 MW

Alert is called when ARR drops below 2500 MW

EECP Step 1 is called when ARR drops below 2300 MW

When the ERCOT system goes into an Alert stage, the System Operations Staff begin to take Command and Control Actions to maintain a secure state of operation. Those actions may include the deployment of Resources providing Non-Spinning Reserve Service and the use of Out of Merit capacity. As a result of these Command and Control Actions, Balancing Energy Prices will drop (sometimes substantially) and this occurs at precisely the time when they should be increasing and sending price signals to the Generators and Loads to respond accordingly. This price formation problem not only affects short term prices but also has a long term affect on funding for new generation capacity.

The Reserve Discount Factor (RDF) was originally set to a fixed number (7%) that was applied to all hours of the day and all days of the year. ERCOT staff proposed a modification to this process in which the RDF would be adjusted based on the real time temperature in each of the eight weather zones. That proposal was approved by ROS, was developed by ERCOT staff and put into effect in early November 2007. Under this system, the discount taken on a given unit will be 7% if the temperature in that zone is greater than 95ºF, 5% if the temperature is between 85ºF and 95ºF; and 4% if the temperature is less than 85ºF. ERCOT staff has observed that there is about 100 MW of discounted capacity that is associated with each 1% of the RDF. The use of a temperature dependent adjustment to the RDF should result in a reduction but not an elimination of Alert events.
A motion was made at TAC and approved at its October meeting, to increase Responsive Reserve Service by 500 MW as a solution for the Adjusted Responsive Reserve discounting and it’s effect on energy price formation. This proposal also would have constituted a long term solution to replace  EILS.  At the October 2007 ERCOT Board Meeting the Board Remanded the TAC Decision to increase The Responsive Reserve Requirement by 500 MW (from 2300 to 2800 MW) in Hours 06:00 through 22:00.  The Board Remand included six questions for TAC to be addressed at the December 2007 Board Meeting.  

WMS was the first market subcommittee to meet after the Board Meeting in October, and put together a task force made up of a cross section of Market Participants and ERCOT staff. That group drafted a set of questions and answers under each of the Board Questions so as to fully answer each of the questions. This document is an attempt to document that effort with subsequent input from the WMS and ROS Subcommittees. 

In November the PUC approved a revised EILS rule which removed the need to find an alternative long-term solution. The logic and reasons behind that decision can be found in the Preamble to the Rulemaking Decision.

