Protocol Revision Request


	PRR Number
	772
	PRR Title
	Description of MCPE Cap and Shadow Price Cap Methodology

	Date Posted
	July 25, 2008

	
	

	Protocol Sections Requiring Revision (Include Section No. and Title)
	6.11.1, Balancing Energy Offer Cap Floor

6.11.2, Responsive Reserve Service (RRS) Offer Cap Floor

7.1, Overview of ERCOT Congestion Management

	Requested Resolution (Normal or Urgent, and justification for Urgent status)
	Urgent.  This Protocol Revision Request (PRR) implements a decision made by the Public Utility Commission of Texas (PUCT) during an emergency meeting on June 11, 2008, and the corresponding ERCOT Board action on June 17, 2008.  

	Revision Description
	This PRR clarifies ERCOT’s authority to take action to ensure that the Market Clearing Price of Energy (MCPE) does not exceed the system-wide offer cap established by the Public Utility Commission of Texas (PUCT) in PUC Subst. R. 25.505, Resource Adequacy in the Electric Reliability Council of Texas Power Region.  This PRR also proposes that the methodology to make the price adjustments be described in a separate document and that Market Participants be notified of any changes in the Shadow Price caps.  In addition, this PRR proposes to change the section title in Section 6.11.1, Balancing Energy Offer Cap Floor, to Balancing Energy Offer Floor, to avoid confusion.  A similar change is proposed for Section 6.11.2.
The concept of this PRR was endorsed by the Wholesale Market Subcommittee (WMS) on June 18, 2008.

	Reason for Revision
	On June 17, 2008, the ERCOT Board  adopted a proposal submitted by the Independent Market Monitor (IMM) and directed ERCOT Staff to implement the IMM’s recommendation, as follows:

· To meet the PUCT’s recently clarified intent to have MCPEs capped at the system-wide offer cap; 
· To set an MCPE floor consistent with the offer floor; and

· To make a downward adjustment to the Shadow Price Cap.  
This PRR complies with this ERCOT Board directive.

	Overall Market Benefit
	Provides clarity in the Protocols by establishing a clear basis for ERCOT to make price adjustments.

	Overall Market Impact
	None.

	Consumer Impact
	None.

	Credit Implications 

(Yes or No, and summary of impact)
	None.

	Relevance to Nodal Market 
(Yes or No, and summary of impact)
	None.  This authority, and ERCOT’s need to implement adjustments to the MCPE and the Shadow Price Cap, will expire with the Zonal market.

	Nodal Protocol Section(s) Requiring Revision 

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


	Quantitative Impacts and Benefits


	Assumptions
	1
	

	
	2
	

	
	3
	

	
	4
	

	Market Cost
	
	Impact Area
	Monetary Impact
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	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Clarity in Protocols.
	None
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	Sponsor

	Name
	Paul Wattles

	E-mail Address
	pwattles@ercot.com

	Company
	ERCOT Staff

	Phone Number
	512-248-6578

	Cell Number
	512-740-7050

	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


6.11.1
Balancing Energy Offer Floor

Balancing Energy Service bids shall be no less than -$1,000 per MWh for all Resources.  Any Balancing Energy Service bids less than -$1,000 per MWh will be rejected by ERCOT. 

6.11.2
Responsive Reserve Service (RRS) Offer Floor

QSEs shall not submit bids to provide RRS at a price less than zero (0) dollars. 

[…]

7.1
Overview of ERCOT Congestion Management

ERCOT employs a Zonal Congestion management scheme that is flow-based, whereby the ERCOT Transmission Grid, including attached Generation Resources and Load, will be divided into a predetermined number of Congestion Zones.  Each Congestion Zone is defined such that each Generation Resource or Load within the Congestion Zone boundaries has a similar effect on the loading (Shift Factor) of Transmission Facilities between Congestion Zones.  For purposes of solving Zonal Congestion the Shift Factor will be assumed the same for: (i) all Generation Resources deemed likely to vary their output and (ii) Loads within a Congestion Zone.  Therefore any imbalance between Loads and Generation Resources in a Congestion Zone will be deemed to have the same impact on a given loading between Congestion Zones.

This Congestion management scheme applies zonal Shift Factors, determined by ERCOT, to predict potential Congestion on CSCs under the known topology of the ERCOT System.  The zonal Shift Factors determined by ERCOT should most closely represent the effect of Generation Resources deemed likely to vary their output and Loads in the Congestion Zone on the CSCs with the current topology of ERCOT System.  This scheme is used in the Day Ahead and Adjustment Periods to evaluate potential Congestion and notify Market Participants accordingly.  ERCOT also uses this scheme, along with other factors, to determine if it should procure Replacement Reserve Service in a Congestion Zone to provide additional Balancing Energy Service to solve expected Congestion.  ERCOT will use monthly zonal Shift Factors to post and analyze the Schedule impact on CSCs until it implements calculations of interval Shift Factors in the system.

ERCOT will manage transmission Congestion and categorize the cost of Congestion management as either Zonal Congestion management costs or Local Congestion management Costs.  Zonal Congestion management costs are those costs attributable to managing Congestion on CSCs or predefined Closely Related Elements (CRE).  The costs of managing Zonal Congestion will be directly assigned to QSEs based on the impact of each QSE’s portfolio on CSCs.  All other Congestion management costs are considered Local Congestion management costs.

ERCOT will use the Zonal Congestion management model with Shift Factors of Generation Resources and Loads on CSCs and zonal Balancing Energy Service Market Clearing Price for Energy (MCPE) to determine the Shadow Prices of energy across corresponding CSCs.   In addition, ERCOT will directly assign to QSEs the costs of any Replacement Reserve Service procured on a zonal basis for Congestion management purposes.  ERCOT will use these Shadow Prices in settlement to directly assign to QSEs the cost of managing Zonal Congestion to QSEs.
Shadow Prices shall be capped by ERCOT at a level that ERCOT calculates to be in alignment with the prevailing system-wide offer cap defined in paragraph (g)(6) of PUCT Subst. R. 25.505, Resource Adequacy in the Electric Reliability Council of Texas Power Region, and Section 6.11, System-Wide Offer Caps.  Shadow Price caps are intended to prevent MCPEs from clearing higher than the prevailing system-wide offer cap.  In some cases, particularly cases where two or more CSCs are simultaneously binding, MCPEs may nonetheless clear at levels higher than the prevailing system-wide offer cap or lower than the Balancing Energy offer floor.  ERCOT will retain the authority to make Real Time or ex-post adjustments to zonal MCPEs to ensure that MCPEs do not exceed the system-wide offer cap or fall below the Balancing Energy offer floor, and to adjust CSC Shadow Prices accordingly.  ERCOT shall describe the process for making price adjustments in a Market Operations Bulletin that will be posted on the Market Information System (MIS) Public Area.   ERCOT shall send a Notification to Market Participants informing them of any change to the Shadow Price cap at least ten (10) days prior to implementation of the new system-wide offer cap.
The Local Congestion management scheme relies on a more detailed Operational Model to determine how each particular Resource or Load impacts the transmission system.  This model does not use portfolios and uses the current known topology of the transmission system.

ERCOT will Uplift the cost to solve Local Congestion pro rata to each QSE based on its Load Ratio Share.

ERCOT will manage Congestion by:

(1)
Evaluating the levels of Zonal Congestion and any other Congestion during the Day Ahead, the Adjustment Period and the Operating Period using appropriate models of the ERCOT Transmission Grid;

(2)
Examining the impacts of QSE energy schedules on CSCs;

(3)
Posting on the MIS, the total megawatt quantity impacts on every CSC, and allowing QSEs to adjust schedules to mitigate potential Congestion on the CSCs;

(4)
Procuring during the Adjustment Period, as needed, Replacement Reserve Service (RPRS) to use with other Resources for which QSEs have submitted Balancing Energy bids to provide sufficient capacity for Balancing Energy flows in the Operating Hour while respecting operational limits of the ERCOT Transmission Grid;

(5)
Determining settlement for QSEs providing RPRS procured to manage Congestion; and

(6)
Determining settlement for QSEs providing Balancing Energy associated with resolving Zonal Congestion.

ERCOT will carry out these steps in accordance with this Section and the Scheduling and Ancillary Service Scheduling and Selection requirements in Sections 4 and 6, respectively.
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