Nodal Protocol Revision Request


	NPRR Number
	150
	NPRR Title
	Responsive Reserve Service Offer Floor

	Date Posted
	August 28, 2008

	
	

	Nodal Protocol Section Requiring Revision
	4.4.7.2.1, Ancillary Service Offer Criteria

	Revision Description
	This Nodal Protocol Revision Request (NPRR) establishes an offer floor of $0 for Responsive Reserve (RRS) service in the Nodal Market.

	Reason for Revision
	This NPRR continues the zonal Protocol provision which prohibits negative offers to provide RRS, thus avoiding substantial credit risk.  

	Overall Market Benefit
	Preventing large negative bids reduces credit exposure or liability for Qualified Scheduling Entities (QSEs) in the ERCOT Region.  

	Overall Market Impact
	None.

	Consumer Impact
	None.

	Credit Implications
	Yes.  Negative bidding activity has large credit implications.  The purpose of this NPRR is to reduce the credit exposure or liability in the ERCOT Region.

	Reason for Revision (from Transition Plan Task Force (TPTF) Charter Scope)
	 FORMCHECKBOX 
(1) Revisions resulting from Commission orders; 

 FORMCHECKBOX 
(2) Clarifications of Protocol language that do not change the intent or technical specifications of the Protocols; 

 FORMCHECKBOX 
(3) Correction of technical errors or processes that are found to not be technically feasible; 

 FORMCHECKBOX 
(4) Revisions to the Protocols necessary to implement the results of the value engineering analysis or to otherwise avoid severe cost impacts; or

 FORMCHECKBOX 
(5) Other (describe):  Low system impact change will provide significant benefits to the market by reducing credit exposure and liability.

	TPTF Review (Yes or No, and summary of conclusion)
	No.


	Quantitative Impacts and Benefits


	Assumptions
	1
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	Market Cost
	
	Impact Area
	Monetary Impact

	
	1
	None
	None
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	Market Benefit
	
	Impact Area
	Monetary Impact

	
	1
	Reduced credit risk for QSEs providing RRS.  
	Difficult to quantify.  Negative offers have the potential to set the clearing price in hours when large amounts of RRS are self-arranged.  Based on the RRS bid stack for trade day 11/15/05 (a date prior to the effective date of PRR 646, Establish a Floor for Responsive Reserve Service Bids , which established the $0 floor in the zonal Market), the potential market exposure could equal approximately $50,000,000.  On that date individual bids were submitted as low as negative $19,500.  
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	Additional Qualitative Information
	1
	This concept has been endorsed by both the Wholesale Market Subcommittee (WMS) and the Credit Work Group (CWG).

	
	2
	WMS and the Demand Side Working Group (DSWG) have both discussed alternative long-term measures.  None of the alternative measures under discussion are considered possible to be ready by the Texas Nodal Market Implementation Date.
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	Other Comments
	1
	

	
	2
	

	
	3
	

	
	4
	


	Sponsor

	Name
	Mary Anne Brelinsky for DSWG on behalf of WMS

	E-mail Address
	Maryanne.brelinsky@lehman.com

	Company
	Lehman Brothers

	Phone Number
	281-653-5826

	Cell Number
	N/A

	Market Segment
	Independent Power Marketer


	Market Rules Staff Contact

	Name
	Jonathan Levine

	E-Mail Address
	jlevine@ercot.com

	Phone Number
	512-248-6464


	Proposed Protocol Language Revision


4.4.7.2.1
Ancillary Service Offer Criteria

(1)
Each Ancillary Service Offer must be submitted by a QSE and must include the following information:

(a)
The selling QSE;

(b)
The Resource represented by the QSE from which the offer would be supplied;

(c)
The quantity in MW and Ancillary Service type from that Resource for this specific offer and the specific quantity in MW and Ancillary Service type of any other Ancillary Service offered from this same capacity; 

(d)
An Ancillary Service Offer linked to a Three-Part Supply Offer from a Resource designated to be Off-Line for the offer period in its COP may only be struck if the Three-Part Supply Offer is struck.  The total capacity struck must be within limits as defined in item (4)(c)(iii) of Section 4.5.1, DAM Clearing Process.  

(e)
An Ancillary Service Offer linked to other Ancillary Service offers or an Energy Offer Curve from a Resource designated to be On-Line for the offer period in its COP may only be struck if the total capacity struck is within limits as defined in item (4)(c)(iii) of Section 4.5.1.

(f)
The first and last hour of the offer; 

(g)
A fixed quantity block, or variable quantity block indicator for the offer; 

(i)
If a fixed quantity block, not to exceed 150 MW, which may only be offered by a Load Resource, the single price (in $/MW) and single quantity (in MW) for all hours offered in that block;

(ii)
If a variable quantity block, which may be offered by a Generation Resource or a Load Resource, the single price (in $/MW) and single “up to” quantity (in MW) contingent on the purchase of all hours offered in that block; and

(h)
The expiration time and date of the offer.

(2)
A valid Ancillary Service Offer in the DAM must be received before 1000 for the effective DAM.  A valid Ancillary Service Offer in a SASM must be received before the applicable deadline for that SASM.

(3)
No Ancillary Service Offer price may exceed the System-Wide Offer Cap (in $/MW).  No Responsive Reserve service offer price may be less than $0 per MW.
(4)
The minimum amount per Resource for each Ancillary Service product that may be offered is one MW.

(5)
A Resource may offer more than one Ancillary Service.  

(6)
A Load Resource that is qualified to perform as a Controllable Load Resource may not offer to provide Ancillary Services as a Controllable Load Resource and a Load Resource controlled by high-set under-frequency relay simultaneously behind a common breaker. 
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